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Inflation: The region continues to enjoy benign inflation attributable
to stable food prices. Inflation in Kenya slowed marginally to 5.78%
in January from 5.82% the previous month underpinned by a slower
food inflation compared to December 2019. Notably education index
rose by 1.3% driven by tuition prices and boarding fees in private
institutions. Similarly, Uganda’s headline inflation decreased by 0.2%
to 3.4% while core inflation remained flat at 3.0%. The annual
inflation rate in Tanzania remained unchanged at 3.8% in December
2019, the highest level since April 2018. Prices rose faster on
account of food and non-alcoholic beverages, transport and housing.
Rwanda’s inflation increased by 6.7% in December 2019 as prices
edged up against a backdrop of higher demand during the festive
season.
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Monthly Market Commentary
Economic update: According to the African Development Bank
((AfDB), East Africa was the fastest-growing region in Africa in 2019
at 5%. Six African countries were among the world’s 10 fastestgrowing economies: Rwanda, Ethiopia, Ivory Coast, Ghana,
Tanzania and Benin. In Kenya, the Central Bank (CBK) expects the
Gross Domestic Product (GDP) to grow by 6.2% in 2020 from 5.7%
in 2019 underpinned by agriculture and robust private-sector credit
growth following the repeal of the interest rate cap law. The IMF
forecasts robust growth in the East African region: Rwanda’s
economy is expected to grow by 8%, Tanzania’s by 5.8% and
Uganda by 6.2%. The recent locust invasion which is the worst
experienced in 70 years poses a great risk to this outlook given its
threat to food supply in the region.
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Interest Rates: Kenya’s Central Bank further cut the Central bank
rate (CBR) to 8.25% in January 2020 after the 50 basis points cut in
November 2019 sighting that the economy was operating below its
potential and that there was room for more accommodative policy.
Bond interest rates however edged higher as investors demanded
for higher yields in the current rate cap free environment blocking the
transmission of the monetary easing efforts by the CBK into the
economy. In Uganda, short term yields increased as the government
picked higher bids to fill fiscal gaps. High market demand on the
longer end of the curve saw a decline in yields. High liquidity in
Tanzania sustained the continued decline of short-term interest
rates.
Currencies: Currencies in the region posted marginal performance
in January with the Kenya shilling appreciating by 0.6% supported by
diaspora remittances and inflows into the stock market buffering
potential depreciation on account of import demand. The Uganda
shilling depreciated majorly due to an increase in corporate dollar
demand as companies cleared their periodic tax liabilities. In Tanzania

and Rwanda, subdued dollar demand supported currency stability.
Equities: The Kenyan and Uganda equities markets posted negative
performance whilst Tanzania and Rwanda gave positive returns.
Profit taking activities after the rally in 2019 saw the Kenyan market
plough back some of the gains made previously. EABL released its
half year results recording 9% growth in profit before tax driven by
volume growth and cost management. The Uganda market lost 1.8%
driven by high supply of securities that was unmatched by the
demand. In Tanzania, the market was boosted by CRDB stock
performance which gained 37% after the release of the end year
results. The Rwanda stock market was supported by increased
demand for Equity Bank stock which led to a 27% share price
increase.
Global Markets: The corona virus epidemic poses the risk to
negatively impact the global economy. Global equities markets
tumbled as investors reduced their risk appetite and sought security
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in gold commodity. The spread of the virus also hit oil demand as
higher inventories weighed in on oil prices.
Outlook: Interest rates in Kenya are expected to edge up further
given the increase in Treasury securities yields. Despite the
reduction of the Central Bank rate, it is evident that the interest rates
will be largely dictated by the country’s fiscal policy and domestic
borrowing expectation. In Tanzania, high liquidity should maintain
stability with downward pressure on yields.
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Disclosure Statement
Sanlam Investments East Africa Limited (“the manager”) is regulated by Capital Markets Authority in Kenya and Uganda to provide
investment advisory and management services. The firm has been operational in Kenya since 1998 and in Uganda since 2004 and
is a leading fund manager in the region with a strong record of accomplishment in service delivery and performance
Readership: This document is intended solely for the addressee(s) and may not be redistributed without the prior permission of
Sanlam Investments East Africa. Its content may be confidential, proprietary, and/or contain trade secret information. The Sanlam
Group and its subsidiaries are not responsible for any unlawful distribution of this document to any third parties, in whole or in part.
Opinions: Any opinions expressed in this document represent the views of the manager, are valid only as of the date indicated, and
are subject to change without notice. There can be no guarantee any of the opinions expressed in this document or any underlying
position will be maintained beyond the time this presentation is made. We are not soliciting or recommending any action based on
this material. Although all reasonable steps have been taken to ensure the information on this presentation is accurate, neither the
Sanlam Group, nor Sanlam Investments East Africa accept any responsibility for any claim, damages, loss or expense, however it
arises, out of or in connection with the information contained in this presentation. No member of Sanlam gives any representation,
warranty or undertaking, nor accepts any responsibility or liability as to the accuracy or validity of any of this information.
Risk Warning: All investments involve risk, including possible loss of principal. Past performance is not indicative of future results.
If applicable, the offering document should be read for further details including the risk factors. Our investment management services
relate to a variety of investments, each of which can fluctuate in value. The total return to the investor is made up of interest and/or
dividends received and any gain or loss made on the fair market value of any particular instrument. There may be times when fair
market value cannot be determined due to the illiquidity of a security. Under such conditions, the manager will value the securities
using a best practice pricing hierarchy. Investment risks vary between different types of instruments and the value of investments
may fall suddenly and substantially when these risks materialize. In making an investment decision, prospective investors must also
rely on their own examination of the merits and risks involved as part of their fiduciary duty to beneficial owners of assets.
Performance Notes: Past performance is not indicative of future results. There can be no assurance that any investment objective
will be met. Benchmarks are used for illustrative purposes only, and any such references should not be understood to mean there
would necessarily be a correlation between investment returns of any investment and any benchmark. Any referenced benchmark
does not reflect fees and expenses associated with the active management of a portfolio. There is no assurance that any returns
can be achieved, that the strategy will be successful or profitable for any investor, or that any industry views will come to pass.
Actual investors may experience different results than other investors and any benchmark or model referenced.
Information is unaudited unless otherwise indicated, and any information from third-party sources is believed to be reliable, but
Sanlam Investments East Africa cannot guarantee its accuracy or completeness.
Sanlam Investments East Africa forms part of the larger Sanlam Group and is subsidiary of Sanlam Emerging Markets, the business
cluster responsible for the Sanlam Group’s financial businesses in emerging markets outside South Africa. Within the Sanlam
Group all entities are registered and authorized per local laws and regulations with the appropriate Regulatory Authorities. Further
details on Sanlam’s entities and their regulatory authorizations are available on request.
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