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Gulf African Bank group, which comprises the bank and its subsidiary, GAB
Takaful Insurance Agency, registered improved performance in the first
quarter of 2016. The Group Profit after tax for the three months to 31

March 2016 was Kshs 177.6 Million compared to Kshs 156.4 Million for the
same period in 2015.
B Notable highlights from the Bank results included:
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2016 to post a Profit after tax of Kshs 178 Million in quarter 1
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to the Kshs 241 Million recorded in quarter 1 2015. This

represents a growth of 13.3%
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610 Million recorded for the three months to March 2016
to Kshs 699 Million in for the three months in 2015
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The good performance was attributable to the Bank’s
efforts to diversify revenue sources by introduction of
more services to their customers and enhancing the
efficiency through cost management initiatives. The

Group is currently exploring different opportunities
to grow this revenue base by offering unique value
Way Forward propositions to customers in our corporate, business
(SME) and retail banking divisions.
According to the Managing Director, Mr. Abdalla Abdulkhalik, The
bank will carry on offering financial solutions in Kenya that meet
the unique requirements of it's customers, be they
individuals or institutions (large corporates or Small and Medium
Enterprises). The bank will focus on financial services that meet
today's challenges and opportunities while paying attention to
innovative ways of delivering the services that will be relevant into the
future.’

Mr. Abdulkhalik added that in 2016, the bank was implementing a
programme to expand its footprint in areas the bank has not operated
before in order to extent the concept of Islamic Banking to other

regions in the country. ‘Our commitment is to meet the needs of all our
stakeholders — the shareholders, customers, employees, regulators and the
community.” he added.
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M-AKIBA BOND - APPRAISAL AND
SHARI'AH COMPLIANT ALTERNATIVE

STRUCTURE...........

Introduction

The government of Kenya was determined to issue a retail bond to the
public via mobile platform to rise about Kshs 5 Billion this year. The bond

aims at promoting a saving and investment culture by Kenyans while at the

same time enhance financial inclusion for economic development.

The bond shall be issued by the National Treasury through the Central
bank of Kenya in collaboration with the Nairobi Security Exchange, Central
Depository Settlement Corporation, Mobile network operators and Kenya
association of Stock Brokers and Investment Banks.

This article seeks to appraise the bond (M-Akiba bond) existing structure

from the Shari'ah perspective and offer suggestions on alternative
structures that comply with Shari‘ah rules.

Existing Structure.

Technically, the existing structure is based on the loan contract with regular
interest payments on specified periods, where by the buyer of the bond
who is the general public with M- Pesa account lends to the government

by buying the paper at a minimum of Kshs 3,000/- and maximum of Kshs
140,000/~ for a period of 5 years or more. During the period his funds will

accrue interest to be paid after certain period and the principle if held till
maturity will be paid in full.

SHARI'AH GOMPLIANT
ALTERNATIVES.

M-AKIBA BOND.

Alternative structure is to offer the bond based on Sale and Lease Back (SLB)
Shari'ah principles. The modus operandi requires the government to identify an

asset such as hydro power plant worthy more than Kshs 5 billion and sell it to the

public to raise required funds (Asset based Finance).

At this stage, the prospective M-Akiba clients buys undivided share of the

specified assets. Second, the buyer leases his undivided share of the asset back to
the government at an agreed profit rate which shall be paid at an agreed interval.

The M-Akiba clients shall at the onset agrees or paves way for government to
purchase back its asset on specific date.

OKOA AKIBA.

M-Akiba bond being structured in Shari’ah compliant manner as briefly presented
above, position Islamic banks in the country to finance their clients to buy such
bond using for example Tawarruq structure. The tawarrug proceeds credited to
clients M-Pesa account which shall then be used to buy M-Akiba bond.

The Purchased securities will be put under Lien — meaning that the client cannot
be able to dispose them before completing to pay off the facility to the bank.

KOPA AKIBA.

Similarly Islamic banks can provide finance using M-Akiba bond as security
though Tawarrug structure. The M-Akiba Bond shall be held as security and will

be put under lien; the profit paid to the bond depending on the credit exposure,
might be held by the bank or given to the customer.

Should the customer not repay as per the agreed timelines (including a grace

period), the securities under lien will be sold (foreclosed) and the financier is able
to recover the debt amount.

Alternatively the holder of the bond, may choose to sell the bond before
maturity hence the bond is transferrable or tradable at the secondary
market.

Furthermore, the structure provides an avenue for M-Pesa account holder
or prospective M-Akiba clients to get loans to purchase the M-Akiba bond;
this facility is known as “Okoa Akiba". The loan offered for this purpose
will be competitively priced based on the market interest rates and will be
conveniently presented to the customer under M-AKIBA mobile menu.
The Second feature is the ability to borrow “Kopa Akiba” (Swahili for
borrow) against the M-Akiba Bond (This feature will be available during the
secondary trading of M-Akiba). This feature would enable the client to hold
the bond in their name but the bond will be under lien as collateral to allow
the client to access/borrow funds using the bond as collateral. It is expected
that the proceeds of M-Akiba bond will be ring fenced or earmarked for
infrastructure development projects new and existing one.

EVALUATION

FROM SHARI'AH
PERSPECTIVE.

Apart from the purpose from which the bond proceeds
are to be used which overtly meets Shari'ah principles-
earmarked infrastructure development projects, the
means used to raise the funds is based on conventional
principles of how financial markets operate which
included payment and receipt of interest under the loan
contract which is not allowed in Shari'ah. The same

applies to Okoa and Kopa Akiba, two added features of
the bond.

Conclusion

M-Akiba bond targets all Kenyans so long as they have the mobile phone
and some money to invest. To catch this target market and achieve the
financial inclusion objective aimed by this bond, it is critical for the bond
to be structured in a Shari'ah compliant manner. As a result, Islamic
financial institutions and Muslims will find themselves automatically
included to participate or subscribe due to the Shari'ah compliant nature

of the bond.
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Remittances for May 2016 — commentary \
Remittance inflows to Kenya increased by 2.3 percent in May 2016 compared ‘
with 1.7 percent growth in April 2016. The increase in May 2016 is reflected

in inflows from Europe and the rest of the world. Cumulative inflows in the

12 months to May 2016 increased by 11.1 percent to USD 1,636 million from

USD 1,472 million in the year to May 2015. The 12 month average flow to May

2016, therefore, increased to USD 136.3 million from USD 122.7 million 12

?  UPDATES

month average flow to May 2015. The sustained upward trend in part reflects
the entry of additional money remittance providers into the market.

Table 1: Remittances inflows by source (USD M)

—

Table 2: Monthly remittance inflows

Source — Central Bank of Kenya

UsD M North America Europe Rest of World
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Apr-16 72.1 240.6 30.8 i‘:z
May-16 68.7 46.6 31.4 10
Percentage share of total inflows ; -
North America Europe Rest of World 2 o |
Mar-16 48.8 31.0 20.2 w00 - .
Apr-16 50.2 28.3 215 . H‘ ‘ ”
May-16 46.8 31.8 21.4 o | [ [ [
85655888323 339333 333
mw Remittance Inflows (USS M)  ss=== 12 manth Average (USS M)

Nov-15

May-16

FINANCIAL MARKETS DEVELOPMENTS MARCH - JUNE 2016

Placement of Chase Bank under receivership

On Thursday April 7, 2016, The Central Bank of Kenya (CBK) appointed the Kenya
Deposit Insurance Corporation (KDIC) as a receiver for Chase Bank Limited which was
licensed in 1996, for a period of twelve months, pursuant to the provisions of Sections
43(1), 43(2) and 53(1) of the Kenya Deposit Insurance Act, 2012 in the interest of its
depositors, creditors and members of the public..

The Kenya Deposit Insurance Corporation (KDIC) assumed the management, control
and conduct of the affairs and business of the institution and continues to exercise
all the powers of the institution to the exclusion of its Board of Directors. The body is
supposed to advise CBK of an appropriate resolution strategy as soon as is practicable
and not later than twelve months from date of appointment

Sale of Imperial Bank Limited (in receivership) shares in Imperial Bank (Uganda)
Limited

The Bank of Uganda (BOU) announced the sale of all the shares of Imperial Bank
Limited (In Receivership) in Imperial Bank (Uganda) Limited, to Exim Bank (Uganda)
Limited on March 7, 2016. These shares in Imperial Bank (Uganda) Limited were sold
to Exim Bank (Uganda) Limited for the sum of US$6.788 million in an effort to quickly
recover funds for the benefit of all IBL depositors. Net of interbank deposits and other
transaction costs, the amount due to KDIC is US$3.685 million.

Re-opening of Chase Bank Kenya and appointment of KCB as managers

All Chase Bank Ltd (In Receivership) branches opened on Wednesday, April 27, 2016.
The online and mobile banking services became available. However, branches are
offering limited banking services. Customers had immediate access to their deposits
up to a maximum of Ksh.1 million. On this basis, 167,290 accounts (equivalent to 97
percent of accounts or 6 percent of total deposits) had their funds available in full.
Deposits in excess of Ksh.1 million were to be made available in a structured manner.
The moratorium on payments to creditors and lenders remained in place. KCB will
make available a management team that will assist in the receivership However, the
Manager will correspond with them in the near future with details of how these would
be dealt with.

Monetary Policy Committee Meeting - May, 2016

The Monetary policy Committee (MPC) met in May, 2016 and noted that overall
inflation was expected to decline and remain within the Government target range

in the short-term. Therefore, it concluded that there was policy space for an easing
of monetary policy while continuing to anchor inflation expectations. The MPC
therefore decided to lower the CBR by 100 basis points to 10.5 percent. The CBK has
indicated that it will continue to monitor developments in the economy, and will use
instruments at its disposal to maintain overall price and financial sector stability.

The committee made the following observations before reducing the Central Bank
Rate (CBR) by 100 basis points. That;

1. Month-on-month overall inflation fell to 5.3 percent in April 2016, from
6.5 percent in March, and was within the Government's target range,

2. The foreign exchange market has remained stable,

3. Foreign exchange reserves of the Central Bank of Kenya (CBK) currently
stand at USD7,688.3 million (equivalent to 5.0 months of import cover) up
from USD7,377.2 million (equivalent to 4.7 months of import cover) at the
end of March 2016,

4. The coordination between monetary and fiscal policies continues to
support macroeconomic stability,

5. The banking sector is resilient and

6.  The ratio of gross non-performing loans to gross loans stood at 8.2
percent in April 2016, partly reflecting better reporting standards.

Introduction of liquidity support framework for commercial and microfinance
banks by the Central Bank of Kenya

The Central Bank of Kenya (CBK) has introduced a facility which they will avail to

any commercial or microfinance bank that comes under liquidity pressures arising
from no fault of its own. The facility will be availed for as long as is necessary for the
concerned institution to return stability and confidence to the Kenyan financial sector.
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Continued

K-Rep Bank Limited rebrands to Sidian Bank Limited.

K-Rep Bank Limited rebranded, changing its name to Sidian Bank Limited in a bid review its target markets, revive its products and services along with all other components
touching on the bank'’s proposition to their customers.

The bank invested Shs 750 m in the process, of which 400m was to be used to revamp its Information Technology systems with the rest going to expanding its service channels
like mobile banking, agency banking as well as internet banking. This follows the move by Centum Investment's move to acquire a controlling stake in the lender from several
existing shareholders. The investment vehicle injected an additional Sh 1.2 billion out of the required Sh 1.6 billion required. The cash injection, together with the institution’s
planned investment in Enterprise and Consumer banking are geared to position the bank as a leading SME finance partner.

* ARTICLE! ARTICLE! ARTICLE

. Are you a good writer and want your voice heard or your thoughts
/ known to colleagues and readers of GAB Link? Send your article to
' corporateaffairs@gab.co.ke

Inside the next edition
- Women Entrepreneurship and Networking summit, Mombasa
- Gulf African Bank’'s Ramadhan Celebrations

- Gulf African Bank's partnership with AWEP - Women
Empowerment
....and much more

terly Newsletter
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Ccontacts

HEAD OFFICE

Geminia Insurance Plaza

P.O Box 43683 -00100

Tel: +254-20-2740000/27401 11

2718608/2718609 /0711 075 000

Email: customercare@gab.co.ke
info@gab.co.ke

UPPERHILL BRANCH- NAIROBI

Geminia Insurance plaza- Kilimanjaro Avenue

P.O. Box 43684 — 00100 Nairobi
Tel: 020- 2740000/ 0711 075 000
Email: upper-hill.branch@gab.co.ke

KENYATTA AVENUE-NAIROBI

Hughes building, Kenyatta Avenue

P.O. Box 45337 — 00100 Nairobi

Tel: 0711 075 600

Email: kenyatta-avenue.branch@gab.co.ke

EASTLEIGH MAIN- NAIROBI

Eastleigh Mall building, General Wariunge
Street

P.O. Box 16015 — 00610 Nairobi

Tel: +254 711 075 249

Email: eastleigh.branch@gab.co.ke

ENTERPRISE-NAIROBI

Addis Ababa road, off enterprise road
P.O. Box 43683 — 00100 Nairobi

Tel: +254 711 075 825

Email: industrial-area@gab.co.ke

WESTLANDS BRANCH

9 West Building

P.O. Box 43683 — 00100 Nairobi
Tel: +254 711 075 801

Email: customercare@gab.co.ke

MOMBASA ROAD- NAIROBI
Sameer Business Park

P.O. Box 43683-00100 Nairobi
Email- msa-rd.branch@gab.co.ke
Tel: +254 711 075 251

EASTLEIGH CENTRE 2- NAIROBI
Shariff center building- Athman Kipanga
Street

P.O. Box 16015 — 00610 Nairobi

Tel: +254 711 075 283

Email: eastleigh3.branch@gab.co.ke

NKURUMAH BRANCH-MOMBASA
Najat house, Nkurumah road.

P.O. Box 81189 — 80100 Mombasa
Tel: +254 711 075 527

Email: mombasa.branch@gab.co ke

JOMO KENYATTA MOMBASA

Kasa building, Jomo Kenyatta Avenue

P.O. Box 81189 — 80100 Mombasa

Tel: +254 711 075 860

Email: jomo-kenyatta.mombasa@gab.co.ke

Shari'ah
Compliant

BONDENI - MOMBASA

Abdel Nasser Road

P.O. Box 81189 — 80100 Mombasa
Tel: +254 711 075 895
bondenimain.branch@gab.co.ke

ANNISAA BONDENI - MOMBASA
Abdel Nasser Road

Tel: +254 711 075 872
Email:annisaabondeni.branch@gab.co.ke

MALINDI BRANCH

Blue marlin building Lamu road.
P.0. Box 2062 — 80200 Malindi
Tel: 042-2120711
Email:malindi.branch@gab.co.ke

BOMBOLULU

Mombasa- Malindi Road

P.0O. Box 81189 — 80100 Mombasa
Tel: 0716881116
Email:bombolulu.branch@gab.co ke

LAMU BRANCH

Old Telkom office, Jomo Kenyatta road
P.O. Box 191- 80500 Lamu

Tel: +254 711 075 880

Email: lamu.branch@gab.co ke

GARISSA BRANCH

Al-Wagf Quran house—- Kismayu Road
P.O. Box 694 — 70100 Garissa

Tel: +254 711 075 850
Email:garissa.branch@gab.co.ke



