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July in Numbers:

12

The number of disclosed deals in EA

137

Disclosed deal value in USD million

IMBC Deal of the Month:
Circle Gas’ USD 25 million
acquisition of KopaGas.

The Editorial Team
EDWARD BURBIDGE | KEVIN KURIA
There were 12 corporate transaction announcements and disclosures in the month of July with a disclosed deal value of c. USD
137 million from 10 transactions with deal values. For the first time this year, there were more M&A transactions than Private
Equity transactions announced in a month at 7 and 4, respectively. July also produced the first PE exit disclosure of the year. As
was the case in June, the financial services sector produced the most number of transaction announcements at 5 and was closely
followed by the energy sector with 3 whilst the ICT, FMCG and real estate sectors had 2, 1 and 1 transactions, respectively.
IMBC’s deal of the month is the USD 25 million acquisition of Kopa Gas, a pay-as-you-go gas technology company, by Circle
Gas with the latter also receiving investment from Safaricom. The acquisition represents one of the largest ever pure transactions
in the clean cooking energy segment. The transaction provided an exit for Acumen, a global impact investment fund with a
significant presence in sub-Saharan Africa.
The Private equity exits space, will be one to watch in the coming months and years as investors attempt to balance fund life
pressures and exit valuations in light of the coronavirus pandemic. We explore this and other key valuation & transaction
structure discussions in our joint report with PKF, a snapshot of which is presented in Part III of this edition. We shall be
releasing the full report early next week as well as discussing it in a roundtable webinar with industry leaders and the EAVCA on
the 14th of July.
We are gearing up for our 3rd Annual Capital Raising Seminar in conjunction with the ISBI Institute at the Strathmore University
Business School, this year held as a webinar for the first time and open to participants from across the region and the world. The
seminar continues its focus on family businesses and delivers a schedule packed with useful insights for business owners, C-suite
executives and professional advisors. Details on dates and registration are presented below.
The equities market posted a decline in July with the NASI, NSE 20 and NSE 25 all ending the month with losses of 3.2%, 7.1%
and 4.9%, respectively. Net investor outflows of c. USD 49.52 million were recorded in July as well as an average daily turnover
of c. USD 5.68 million compared to c. USD 6.16 million in June. Top gainers during the month included Kakuzi which increased
by 21.8% (YTD 16.4%) and Trans Century which increased by 18.8% (YTD -26.8%). Express Kenya experienced the highest
monthly decline of 35.0% (YTD -43.0%).
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PART I : DEAL STATISTICS
Analysis by Sector
No. of Deals
YTD

Disclosed Deal
Value YTD (USD
million)

Financial Services

16

283.24

FMCG

5

39.5

Agribusiness

7

20.26

Food & Beverage

3

84.00

Healthcare

4

21.00

ICT and Telecom

12

93.8

Logistics

4

Undisclosed

Mining

1

14.7

Real Estate

2

100

Energy Oil and Gas

7

250.6

Manufacturing

3

27.20

Automotive

1

Undisclosed

Education

3

2.50

Sector

Analysis by Type of Transaction

TOTAL NUMBER OF DEALS IN EA - YTD 2020
Joint Venture
Commercial Debt/ Bond

3
1

Partnership/ Strategic Alliance

2

Capital Restructuring

1

PE Exit

1

PE
M&A

41
21
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PART I : DEAL STATISTICS
Analysis by Country

NUMBER OF DEALS PER COUNTRY- YTD 2020

6
6
3
5
48

Kenya

Tanzania

Uganda

Rwanda

Ethiopia

*Deals in the “Sector Analysis” table that have an impact on a company’s operations in more than one
country have been treated as a single deal. In the “Analysis by Country” chart above, each country
operation has been considered as a separate deal. There is therefore a mismatch between the “Sector
Analysis” and “Analysis by Country” deal numbers.

Analysis by Deal Value

DEAL SIZE YTD 2020 IN USDM1
456.1

306.2

67.5

PE
1

M&A

15.0

8.5

Capital Restructuring

Commercial
Debt/Bond

JV

Using available data from disclosed deal values
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PART II : KEY MARKET INDICATORS
(As at 4th August 2020)

Yields on Government Securities
Years

91-day

2 year

5 year

10 year

Kenya

6.12%

8.71%

10.52%

11.87%

Tanzania

2.50%

7.82%

9.18%

11.44%

Uganda

8.68%

14.46%

16.04%

14.49%

Source: Respective Central Bank

Inflation Rates
Kenya

Tanzania

Uganda

Rwanda

2019 actual Inflation

5.82%

3.80%

3.60%

3.19%

2020 Projected Inflation

4.36%

3.20%

4.10%

9.20%

Years

Source: Statista

Central Bank Rates
Country/Region

Previous rate

Rate as at August 2020

Central Bank of Kenya (Kenya)

7.00%

7.00%

Bank of Uganda (Uganda)

7.00%

7.00%

Bank of Tanzania (Tanzania)

7.00%

7.00%

South African Reserve Bank (RSA)

3.75%

3.50%

Central Bank of Nigeria (Nigeria)

12.50%

12.50%

Central Bank of Egypt (Egypt)

9.25%

9.25%

Bank of England (UK)

0.10%

0.10%

Federal Reserve Bank (USA)*

0.25%

0.25%

European Central Bank (EU)

-0.50%

-0.50%

Source: CB Rates
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PART III : DEAL VALUATIONS REPORT | A Preview
While it is not possible to accurately measure the extent of economic damage likely to arise from the COVID-19
pandemic, we remain alive to the reality that this damage is likely to be extensive and will have far reaching
consequences not only to businesses but to the daily lives of billions of people across the world. From an
economic standpoint, these are uncertain and unusual times that require well considered measures and
innovations to navigate.
In the geo-political space, it is expected that major realignments in global politics will ensue as economies seek to
rebuild their social systems, industries, wealth and influence. Equally, this will have major impact on how
countries shape their fiscal and tax policies.
All of the above have significant impacts on valuation metrics, the accuracy of future projections and the
reliability of estimates and judgements in these uncertain times. Valuations are date specific and rely on
information or expectations that are already known at the valuation date. The Pandemic has been a period of
high uncertainty, impacting businesses in various ways. The impact has resulted in some businesses’ performance
being more volatile, and therefore resulting in a higher level of risk, which has in turn resulted in high investment
return requirements from investors. However, this is fluctuating significantly even on a weekly basis at present.
Due to the uncertainty in the market, frequent valuations may need to be undertaken, particularly when in
discussions with a potential investor or when considering a transaction. Alternatively, other valuation
mechanisms such as deferred considerations can be considered. This article, part of a broader report by I&M
Burbidge Capital and PKF Kenya LLP, looks at the options for investors assessing value on a market
comparable basis.

IMPACT ON MULTIPLES
When applying the multiples approach, ongoing metrics and earnings should be looked at on a market
participant basis and therefore one-off impacts can be excluded. However, expected adverse performance in Q1
and Q2 2020 and beyond, if deemed one-time, would still impact cash balances and would be reflected as a
deduction from enterprise value in estimating fair value.
An appropriate multiple should be congruent with the metric to which it is applied. The percentage change in
Market Capitalization of comparable companies may provide a good proxy for the magnitude of the change to
be expected in the multiple. In addition, it may no longer be appropriate to consider application of recent
transaction prices, especially those from before the expansion of the pandemic. An alternative cushioning would
be to use an average of comparable trade and transaction multiples to average out any extremes. In due time,
data will be available on transaction multiples going back six months to the inception of the global outbreak of
the pandemic.
IMPACT ON EARNINGS
While using the market-based multiples method, as outlined earlier, comparable transactions and trading entities
within the industry from similar market regions are used in order to arrive at the valuation of a private business.
Prices of listed entities are witnessing a downward trend of varying degrees, and therefore earnings of the valued
business must be normalized in order to avoid under/over valuing the business.
COVID-19 related businesses such as healthcare, technology, PPE manufacturers, sanitizer manufacturers are
likely to see increased trading resulting in better earnings, while other industries such as travel, leisure, hospitality
are likely to face decreased trading and earnings. In both cases, the current trading scenario does not reflect
normality. Therefore, the process of normalizing the earnings should be undertaken.
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PART III : DEAL VALUATIONS REPORT | A Preview
This is a process whereby all extra-ordinary items are excluded from the earnings in order to arrive at a
sustainable level of earnings. One of the ways this could be arrived at for mature businesses, is to use the average
earnings over the past three years. The normalization process differs for each company dependent on various
factors including life cycle stage, nature of operations, historical performance and projected performance, key
changes in the business during the forecast period, among others.
Further, revenues and costs can be extrapolated based on contracted revenue that has been delayed / cancelled
due to the pandemic in order to arrive at a normalized earning level. This is would be relevant to companies that
generate contractual revenue.

We present more perspectives on this and considerations for DCF & other methodologies in our full feature
report on the I&M Burbidge Capital website from 11th August 2020. The report also delves into the alternative
transaction structures that mitigate some of the current challenges in executing transactions. Be sure not to miss
it!
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PART IV : SELECTED DEALS
Date

1-Jul-20

2-Jul-20

2-Jul-20

6-Jul-20

7-Jul-20

9-Jul-20

9-Jul-20

Buyer

Seller

Jubilee Holdings Bujagali Energy

IFC,
Shelter Afrique

Leapfrog

MUA Ltd

Acumen

Safaricom

Bidco Africa

KMRC

ICEA Lion
Insurance

Saham
Assurance

KopaGas

Circle Gas

Co-Ro Food

Deal size (M
USD)

40

Undisclosed

Sector

Energy

Real Estate

Undisclosed Financial Services

12

25

3.6

2.5

Financial Services

ICT

Energy

FMCG

Type

M&A

PE

PE

M&A

Country

Synopsis

Kenya

Jubilee Holdings bought an additional 9.44%
stake in Uganda’s Bujagali Energy Limited
(BEL) for KES 4.2 Billion (USD 40 Million),
doubling its ownership in the hydroelectric
power plant. The firm announced Tuesday it
bought more shares from its technical partners,
SN Power, in the 250-megawatt Bujagali dam on
the River Nile. Jubilee bought the stake after
former partners Sithel Global exited in July
2018, leaving the stake to SN Power, which
remains with a majority shareholding of 55.45%.

Kenya

State-backed home loans financier Kenya
Mortgage Refinance Company (KMRC)
admitted International Finance Corporation and
Shelter Afrique as shareholders. KMRC has so
far raised KES 2 Billion as capital from
shareholders among them National Treasury, 20
primary mortgage lenders, eight banks, one
micro-finance bank and 11 savings and credit
co-operatives.

Kenya

Leapfrog Strategic Africa Investments acquired a
24% stake in ICEA LION Insurance Holdings
Limited, a Kenyan insurer and asset manager.
ICEA LION Holdings is the non-operating
holding company of the ICEA LION Group.
The group is primarily involved in insurance and
asset management across East Africa.

Kenya

Mauritian insurance company MUA Ltd (MUA)
received regulatory greenlight to acquire Nairobi
based Saham Assurance company in a deal
worth KES 1.23 Billion. The firm said it had
concluded the transaction which began with the
January’s signing of the Sales Purchase
Agreement after it got approvals from the
Insurance Regulatory Authority (IRA, Kenya),
the COMESA Competition Commission and
the South African Reserve Bank as well as the
Competition Authority of Kenya.

Acumen exited Tanzanian pay-as-you-go
technology company KopaGas through Circle
PE
Gas’s USD 25 Million acquisition of the
Exit/M& Tanzania company’s technology – the largest-ever pure
A
private equity investment in the clean cooking
sector.

M&A

JV

Kenya

Kenya

Safaricom bought a stake in UK firm, Circle Gas
Limited at KES 384.6 Million, marking its entry
into cooking energy business as it continues to
diversify revenue streams away from voice
business. The telco discloses in the latest annual
report that it completed the transaction last
December, giving it 18.96% of the issued shares
of the England-based firm.
Consumer goods manufacturer Bidco Africa
Group opened a USD 2.5 Million (KES 267
Million) juice processing plant in Ruiru, Kiambu
through a joint venture with Danish firm Co-Ro
food for non-carbonated soft drinks. Bidco said
the joint venture would trade under BidCoro to
produce the Sunquick brand; targeting both
local and export markets, citing high demand for
juice products.
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PART IV : SELECTED DEALS
Date

14-Jul-20

Buyer

Seller

Group of Saccos CIC Insurance

14-Jul-20

NSE

Central
Depository &
Settlement
Corporation
Limited

14-Jul-20

Novastar
Ventures, AXA
Investment
Managers, FMO
& Mirova's Land

Komaza

24-Jul-20

KawiSafi

BioLite

Deal size (M
USD)

1

Sector

Financial Services

Type

M&A

Country

Synopsis

Kenya

Co-Op Bank reduced its indirect ownership in
CIC Insurance to 24.8% after selling shares to a
group of saccos for a total of KES 106.6
Million. The lender has been a long-term
investor in CIC through the investment holding
company Co-op Insurance Society Limited
which has a 74.3% stake in the insurer.

1.04

Financial Services

M&A

Kenya

28

ICT

PE - VC

Kenya

5

Energy

PE - VC

Kenya

Nairobi Securities Exchange (NSE) Limited
nearly doubled its stake in Central Depository &
Settlement Corporation Limited to 40.5% with
two deals valued at KES 111.9 Million. NSE
disclosed in its annual report that its indirect
stake in Central Depository & Settlement
Corporation (CDSC), a firm which provides
automated clearing, delivery and settlement of
shares, has risen from 22.5% held in the
previous year.
Komaza, a tech-enabled, sustainable forestry
company secured a first close of USD 28 million
of its planned USD 33 million series B equity
financing. With continued investment and
support from its series A lead Novastar
Ventures, this financing round was co-led by
Novastar LPs AXA Investment Managers
(through the AXA Impact Fund: Climate &
Biodiversity) and the Dutch development bank
FMO, with further participation by Mirova’s
Land Degradation Neutrality Fund.
BioLite, a Brooklyn-based company on a
mission to bring energy everywhere, closed a
USD 5 million investment from KawiSafi
Ventures, a growth fund investing catalytic
capital to scale companies providing clean,
affordable, and efficient energy to East Africa’s
low-income populations.
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DISCLAIMER
This document has been prepared on the basis of information
and forecasts in the public domain. None of the information on
which the document is based has been independently verified by
I&M Burbidge Capital Limited nor its affiliate bodies and
associates, who do not take responsibility for the content
thereof and do not accept any liability with respect to the
accuracy or completeness, or in relation to the use by any
recipient of the information, projections, opinions contained in
this document.
This document is purely for information purposes only and
should not be relied upon to make any investment decisions or
any other decisions. Any liability is disclaimed, including
incidental or consequential damages arising from error or
omission in this document.
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About I&M Burbidge Capital
I&M Burbidge Capital Limited is a corporate finance
firm licensed by the Capital Markets Authority creating
long term advisory relationships & solutions across
Eastern Africa.
Our Services
Originating and structuring Equity and Debt capital
raising, IPOs, M&A transactions, Strategic Options
advisory, PE advisory, Tax Advisory and other
Corporate Finance Services.

You are the best at what you do! Let us tell the
market.
We have a select distribution to pension funds, private
equity funds, financial services players, industry leaders,
investment and wealth managers, regulators and
administrators, as well as senior government officials.
By advertising with us, you gain access to a premium
class of potential business partners and clients. To
advertise with us, send an email with the subject “I&M
Burbidge Capital Financial Review” to either
kevin.kuria@imburbidgecapital.com
or viraj.shah@imburbidgecapital.com.

Head Office
3rd Floor, Block A, Eldama Park
Eldama Ravine Road, Westlands
P.O Box 51525-00100
Nairobi, Kenya
Tel: +254 (0) 20 3221160
Kampala Office
4th Floor, Acacia Mall, 14-18
Cooper Road, Kisementi,
Kampala, Uganda
Tel: +256 (0) 794 476 967

Editorial Team

EDWARD BURBIDGE, CEO
Edward.Burbidge@imburbidgecapital.com

KEVIN KURIA, Senior Associate
Kevin.Kuria@imburbidgecapital.com
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