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NAIROBI: Kenya began selling a govern-
ment bond exclusively via mobile
phones yesterday, a world first aimed at
expanding the pool of investors in a
country that needs money for infrastruc-
ture projects and where many people
don’t have a bank account.

The three-year bond, called M-Akiba,
can be bought by phone users without
any need for a bank account. The issue is
likely to be monitored by treasuries in
other emerging economies, most of
which would like to broaden sources of
borrowing beyond banks and other
financial institutions.

The government made a limited offer
of 150 million shillings ($1.5 million) on
Thursday to test the system before a big-
ger offer of 4.85 billion shillings planned
for June. A large screen in the main
boardroom of the treasury in downtown
Nairobi showed about 200 investors had
put in about 600,000 shillings within an
hour of the start of the sale.  Kenya has
borrowed heavily in the past four years
to fund an ambitious development pro-
gram, including new roads and a new
coast-capital railway, and the govern-
ment wants to raise more cash. But few
ordinary Kenyans bought government
bonds, scared off by the minimum
investment of 50,000 shillings and the
need for a commercial bank account.  

Investors can buy the bond for as lit-
tle as 3,000 shillings, earning a tax-free
interest of 10 percent. They will be able
to trade it on the secondary market.“The
sale of government bonds in very small
amounts through the mobile phone with
no need of a bank account is a first in the
world,” said Mehnaz Safavian, the lead
financial sector specialist at the World
Bank’s Kenya office.

Millions of mobile users 
Only 38 percent of adults have a bank

account in the country of 44 million peo-
ple, compared with 77 percent in South
Africa, according to FSD Kenya, a UK-
funded development program working
to expand access to financial services. But
there were 38.5 million mobile phone
subscriptions as of last September,
Kenya’s telecoms regulator said, and
Finance Minister Henry Rotich said they
were all potential investors that could
reduce government dependence on out-
side financing.

The new bond will be offered on the
mobile financial service M-Pesa and simi-
lar services that allow users who don’t
have bank accounts to pay bills and
move money via phones. Both bond pur-
chases and coupon payments will be
made through phones. 

It represents a further expansion by
telecoms operators into areas that have
traditionally been the province of banks.
Safaricom, which started M-Pesa in 2007,
now also offers savings, lending and
insurance products.  Rotich said the 10
percent interest rate offered by M-Akiba,
higher than 7 percent for bank deposits,
could drive demand.  Analysts said the
new bond would help the government
secure cheaper long-term financing.

“It should allow the authorities to tap
into informal savings pools,” said Razia
Khan, head of research for Africa at
Standard Chartered in London.  Patrick
Njoroge, the central bank governor, said
it could also boost Kenya’s national sav-
ings rate, one of the lowest in the world
at 12 percent of GDP. “This is a product
that will dramatically improve the savings
culture of our people,” he said. — Reuters

Kenya sells bond over 
mobiles in world first
Kenya looking to tap new investors to fund big projects

Problems of childhood 
poverty linger: Yellen

WASHINGTON: A new Federal Reserve survey has found that
children who grew up in poverty were twice as likely to struggle
with financial challenges later in life, Fed Chair Janet Yellen said
yesterday. The survey showed that more than half of young
people age 25 to 39 who reported that as children they worried
over things like having enough food were currently facing finan-
cial challenges, Yellen said. That was double the number with
financial troubles who did not face such concerns as children.

Yellen told a Fed conference on community development
that the findings underscored the need to provide children with
the resources they need to achieve financial success later in life.
In her speech, Yellen made no comments on the current state of
the economy or interest rates. In the survey, which the Fed will
publish later this spring, Yellen said there was a clear connection
between childhood struggles and financial problems later in life.

“Young adults who regularly or sometimes worried when
they were children about care, safety or having enough to eat
are also less likely to be employed, less likely to have consistent
income month-to-month and less likely to pay all of their cur-
rent monthly bills in full, compared with those who never or
rarely worried about these concerns as children,” Yellen said.
Yellen said the research to be presented at the Fed’s two-day
conference made a compelling case for the need to prepare
people starting at an early age for success in the labor market.

“This research underscores the value of starting young to
develop basic work habits and skills,” she said. “These habits and
skills help prepare people for work, help them enter the labor
market sooner, meet with more success over time and be in a
position to develop the more specialized skills and obtain the
academic credentials that are strongly correlated with higher
and steadier earnings.” — AP

JAKARTA: In this photograph taken on March 22, 2017 Indonesian goldsmith Fauzi Supono cleans a gold ring for a customer
at his workshop in Jakarta. A controversial U-turn on mineral exports has sparked turmoil in Indonesia’s key mining sector,
providing a fresh headache for firms struggling to work in Southeast Asia’s biggest economy. — AFP

SHANGHAI: American Airlines is in
advanced talks to buy a $200 million
stake in Asia’s biggest airline China
Southern, reports said yesterday, as it
looks to get a shoe-in to the country’s
huge aviation market. The Texas-
based company plans to take the stake
in the Chinese firm’s Hong  Kong-listed
shares through a private placement,
Bloomberg News reported, quoting
people familiar with the matter. China
Southern suspended its stocks traded
in both Hong Kong and Shanghai yes-
terday morning pending a “possible
major strategic cooperation”,

exchange statements said. China
Southern has a total market capitalisa-
tion of HK$15 billion ($2 billion) in
Hong Kong, exchange data shows.

American is the world’s biggest air-
line in terms of revenue by kilometres
flown, while China Southern is the fifth
largest and number one in Asia, accord-
ing to the latest available rankings by
the International Air Transport
Association. The move comes as
increasing demand for air travel among
China’s growing middle class is expect-
ed to make it the world’s biggest aircraft
market in the coming years. — AFP

American Airlines to buy 
stake in China carrier

WASHINGTON: Federal Reserve Chair Janet Yellen speaks
at the Federal Reserve System Community Development
Research Conference in Washington yesterday. — AP

China-backed bank AIB
okays 13 new members

BEIJING: The China-backed Asian Infrastructure Investment
Bank (AIIB) said yesterday it has approved 13 new prospec-
tive members including Canada, in a coup for Beijing after
Washington failed to dissuade US allies from signing up.
The Beijing-headquartered multilateral lender, which began
operations earlier last year, has been seen by some as a rival
to the World Bank and the Philippines-based Asian
Development Bank, which was founded in 1966.

The $100 billion AIIB counts several major European
countries among its shareholders after they joined up
despite Washington’s objections. The bank announced
approval of 13 new members yesterday, including Hong
Kong, Canada, Venezuela, Afghanistan, Ireland, Hungary,
Belgium, Peru, Ethiopia, and the Republic of Sudan. They
will officially join AIIB after making their first deposit of
capital and finishing required domestic processes, bring-
ing the bank’s total membership to 70, it said in a state-
ment.  “The interest in joining AIIB from around the world
affirms the rapid progress we have made to establish the
Bank as an international institution,” AIIB president Jin
Liqun said in the statement. 

“I am very proud that AIIB now has members from almost
every continent, and we anticipate further applications
being considered by our Board of Governors later this year.”
Critics feared the bank would set low standards for projects
and undermine principles of social, environmental and eco-
nomic sustainability adhered to by the World Bank and oth-
er multilateral development finance institutions. — AFP


