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INTRODUCTION

“Pandemic”, “stay safe”, “social distancing”, “lockdown”, “curfew” are the
words that now come up in almost every single conversation many times a
day... . We would have all laughed at the suggestion of this just 6 months
ago - it could have been no more than the plot in a Sci-Fi thriller never to
come true in this day and age.

Reality however hit all of us earlier this year and we have started to come to terms with it. Now we are all planning on how to
run our businesses not just based on the normal trends of seasons, political landscapes, macro-economic factors amongst
others but also, and probably more so, on this new reality and the ever changing predictions on how long we will be living
with this, whether we will really see a flattening curve or whether there will be a more ‘w’ shaped curve that we will need to
contend with. And whilst it’s not going to be easy, this will also present businesses with various opportunities going forward.

PKF ran a survey that closed earlier in June 2020 to understand the impact of COVID-19 on businesses in Kenya. We
received over 400 responses to our survey providing a good basis to derive meaningful results therefrom.

In this newsletter, we have set-out the responses on an overall and industry specific level along with our perspective.
We received responses from businesses in the following sectors:

Transport & Logistics

Tourism, hospitality and entertainment

Retail trade/distribution

Real Estate, property development and construction
Professionals and business services

Manufacturing

IT & technology

Healthcare

Financial Services

Education

Agricultural production & processing

Others
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OVERALL IMPACT OF
COVID-19 ON KENYAN
BUSINESSES

Management of staff costs

Just under half of respondents to the survey have taken
measures to reduce their overall wage bill. 33% of
respondents have undertaken employee redundancy and
46% of respondents have asked their employees to take a
reduction in salaries.

Given that over 80% of respondents do not have
confidence in their ability to meet the wage bill over the
next 3 months, it is our view that the above trend is likely
to continue until such time that there is more certainty on
the outcome of the pandemic and recovery of business.

Pay-cuts

B Reduction in employee salaries

®  No reductions

Staff redundancies

B Some staff redundancies

B No staff redundancies

PKF

Confidence in meeting wage bills over the next three months

B Somewhat confident
B Not confident

B Very confident

Liquidity of businesses

Available liquidity

Unknown

Less than a month
1 - 3 months

4 - 6 months

7 - 10 months

10 months - 1 year

More than 1 year

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

What is perhaps the greatest challenges for businesses operating in this environment, almost 70% of businesses have
access to less than 3 months of liquidity. Businesses that survive this pandemic will be those that prioritise and watch
working capital management very closely.
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2020 - performance to date and outlook

Almost 92%, of respondents have witnessed a drop in the business volumes with almost 45% expecting that the actual performance in 2020 will be between 51% and 100% lower than
in 2019.

Drop in 2020 YTD Revenue

Between 71% and 100% lower | EEE——
Between 51% and 70% lower |
Between 31% and 50% lower |
Between 11% and 30% lower | N
Less than 10% lower _

About the same or higher _
0% 5% 10% 15% 20% 25% 30%

2020 revised forecast expectations

Between 71% and 100% lower [ s
Between 51% and 70% lower
Between 31% and 50% lower |
Between 11% and 30% lower |
Less than 10% lower | EENEGE
About the same or higher | ENNNEIEIEE

0% 5% 10% 15% 20% 25% 30%

As set-out above, when asked how the respondents expected the remainder of 2020 to turn out, there was marginally more optimism in the response with almost 35% of the respondents

being of the view that their numbers will not be more than 30% lower than the original projections. However, 40% of the respondents are projecting a gloomy picture expecting a reduction
of between 50% and 100% in business volumes over the remainder of 2020.




To put the revised forecast data into context, we also asked respondents to predict how long it would take their businesses
to return to normalcy once all restrictions related to the pandemic are lifted:

Post restriction period for return to normalcy

More than 1 year [ EEEEEEEE—
10 months to 1 year | INEG—T
7 - 10 months _
4 -6 montns |
1-3montns | NG
Less than a month _

0% 5% 10% 15% 20% 25% 30% 35%

Almost 50% of respondents are of the view that their businesses would need more than 6 months to fully recover post
the lifting of restrictions. Only a little over 20% of businesses would be under an accelerated recovery period of less than 3
months. This is an indicator that based on the ongoing restrictions - it will not be before 2021 at the earliest that a majority
of businesses will start to recover and this period could potentially be much longer. A longer recovery period means that
businesses could also simultaneously be impacted by the pre-election slowdown normally seen in our economy given that
our General Elections are scheduled for 2022.

Government reliefs

Over this hopefully interim period, respondents with an overwhelming majority indicated the desire for greater government
intervention, with 70% of respondents expressing the view that the relief given so far has had limited immediate impact to
their businesses.

Use of technology

We asked business leaders to indicate whether they expect to see a sustained increase in technology embracing and use
going forward:

A clear majority of businesses are looking towards more efficient ways of working and enhanced [T use going forward. We
see this as a positive outcome of the pandemic as businesses learn leaner and more efficient ways of working. It is our view
that electronic communication including web-based conferencing as well as e-business platforms will become the new
norm and driver for profitability. This will come with numerous benefits, but will also require a large number of businesses to
transform to mitigate negative effects of this transition.
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Desire for Government intervention

W Higher level

B Lower level

Impact of tax reliefs

B Limited impact

B Significant impact

Increase in technology use

H No

W Yes




Analysis by sector

Retail trade & distribution

The retail sector appears to have fared better compared
to other sectors with regards both employee redundancies
as well as salary reductions. 79% of respondents have

not made any employees redundant and almost 70% of
respondents have not reduced wages. This compares
against 67% and 54% for all sectors put together.

The revenue performance for the retail sector has

largely tracked the other sectors. This is in line with our
expectations as businesses in the retail sector that remained
resilient in the earlier part of the pandemic and restrictions
period. Sustained restrictions, increasing unemployment and
reduced overall consumer spending power have caught-up
on such businesses and they will need to plan carefully to
remain on course over the remainder of 2020.

Liquidity for this sector is however more strained than all
sectors put together with almost 75% of respondents
indicating availability of less than 3 months of cash
requirements in the form of liquid funds and bank facilities
compared to 68% for all sectors put together.

What is however surprising is the take-up of new technology
— we would have expected a large number of businesses

in this sector to be considering investment in e-commerce
solutions in the new normal of web-orders and home
deliveries. However, only 50% of respondents indicated
greater adoption of technology in the businesses.

Manufacturing

Overall levels of redundancies and wage cuts are consistent
with the other sectors at approximately 37% and 49%. The
actual YTD 2020 business performance has also tracked
the overall responses and so has the remainder of the
outlook for the year with approximately 70% of respondents
from this sector indicating a decline in the expected 2020
volumes of between 30% and 70%.

Liquidity is again a key factor for this sector with 72%
of respondents having access to less than 3 months of
cash requirements. However, a more encouraging 65%
of respondents from this sector have indicated return to
normalcy post lifting of restrictions in 6 months or less
compared to just over 50% for all sectors put together.

Tourism, hospitality & entertainment

Players in this sector have as expected been very hard hit,
and more directly so than most other sectors given the
impact of the restrictions in place.

More than 60% of respondents have undertaken employee
redundancies and 84% have cut pay.

62% of respondents have observed a drop in turnover of
more than 70% and almost 80% project a revised 2020
forecast of at best 50% of the original projections for the
year.

More than 30% of respondents from this sector also expect
it to take more than a year post lifting of restrictions for
business to return to normalcy which is not surprising as
patrons are likely to exercise caution in undertaking travel
and related activities in the anticipated post Covid era.
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Real estate, property development &
construction

Overall the results for players in the real estate sector track
those of the other industries taken together.

Liquidity once again remains a key concern area for this
sector with 70% of respondents reporting less than 3
months’ access to cash. However, players in this sector
are slightly more optimistic about the periods to return to
normalcy with only 13% being of the opinion that such
return will take more than 12 months compared to 19% for
the other sectors put together.

Potential post-Covid restrictions on social distancing in the
work-place and a potential new era of ‘work from home’ are
likely to have longer term impacts on this sector.

Healthcare

Perhaps not surprising that respondents from the healthcare
sector have reported a significantly lower number of staff
redundancies and also fewer pay-cuts. Whilst one could

say that this sector stands to benefit from the pandemic as
there is greater demand for healthcare services, the revenue
trends do not support this position with 78% of respondents
reporting a greater than 30% decline in turnover for 2020 to
date and almost 60% expecting this trend to continue to the
end of the year.

Access to cash for this sector remains as constrained

as for all the other sectors combined. A clear majority of
respondents in this sector have plans for significant increase
in technology use at 81%.




Agriculture

The respondents within the agriculture sector have
witnessed relatively more encouraging revenue numbers
with 61% reporting a drop of more than 30% in 2020 to
date compared to 72% for all sectors put together. Such
businesses also project a better outlook for the remainder
of 2020 with more than 50% reporting achievement of more
than 70% of the original projections compared to only 35%
for all sectors put together.

70% of respondents in this sector also expect return to
normalcy within 6 months of lifting of restrictions compared
to only a little over 53% for all sectors combined.

Professional & business services

This sector has possibly seen the most resilience with the
least number of respondents indicating turnover declines
(almost 60% reported less than a 30% decline in turnover
compared to only 28% for all the sectors combined). 53%
of respondents also expect 2020 revised forecasts to be
at least 70% of original forecasts compared to only 35%
of other sectors respondents. This is not unexpected as a
number of players within this sector are well placed to make
use of technology to continue delivering their services.
67% of respondents in this sector also expect return to
normalcy within 6 months compared to 53% for all sectors
combined.

As expected, almost all respondents in this sector anticipate
far greater use of technology going forward in service
delivery.

IT & technology

Once again, unsurprisingly, technology firms have marginally
better turnover and business volumes in 2020 to date and
as projected to the year-end. Such businesses, with lower
fixed operating costs also have greater access to liquidity
with more than 50% of respondents reporting access to
more than 6 months of cash.

Over 40% of such businesses also expect a quicker road to
recovery of less than 6 months post the restriction period.

Transport & logistics

This is another sector that has been affected directly and
more significantly than most of the other sectors. Almost
70% of respondents in this sector have a decline in turnover
of more than 50% in 2020 to date. However, respondents
were more optimistic about 2020 full year prospects.

Financial services

Businesses in financial services have the least quantum
of redundancies at only 7% and pay cuts at 20%. Such
businesses also have the least reductions in revenue in
2020 and for obvious reasons, the strongest of liquidity
positions.

80% of respondents in this sector also expect to make
greater use of [T solutions going forward.
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Education

Education is another one of our sectors that has seen
significant impact arising from the restrictions being
imposed. Whilst the level of redundancies is not far off
from all the sectors combined results, this sector has the
highest percentage of pay cuts of all sectors with 78% of
respondents reporting reductions in salaries.

100% of respondents also observed a reduction of 30% or
more in 2020 revenues to date and 78% of respondents
have reported revised 2020 forecasts of at least 30% lower
than original projections.

100% of respondents have also indicated liquidity of less
than 6 months, with almost 90% reporting less than 3

months access to cash.

However, an overwhelming 66% of respondents expect a
return to normalcy within 6 months of lifting of restrictions.
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KENYA

Nairobi

Kalamu House, Grevillea Grove
Off Brookside Drive

P. O. Box 14077 - 00800
Nairobi

Tel:  (+254 20) 4270000

Cell:  (+254) 732 144000

E-mail: pkfnbi@ke.pkfea.com

Nakuru

Fourth floor, Office Block
Westside Mall, Junction of
Kenyatta Avenue and West Road
P. O. Box 1236 - 20100

Nakuru

Tel:  (+254 51) 2211906

Cell:  (+254) 796 015656

E-mail: pkfnku@ke.pkfea.com

Mombasa

1st Floor, Pereira Building

Pramukh Swami Maharaj Road

P. O. Box 90553 - 80100

Mombasa

Tel:  (+254 41) 2226422/3
(+254 41) 2315846/97

Cell:  (+254) 724 563668

E-mail: pkfmsa@ke.pkfea.com

UGANDA

Kampala

Kalamu House

Plot 1B

Kira Road

P. O. Box 24544
Kampala

Tel: (+256 312) 305800

E-mail: pkfkam@ug.pkfea.com

Malindi

Malindi Complex

Lamu Road

P. O. Box 5572 - 80200

Malindi

Tel:  (+254 42) 2120701
(+254 42) 2130862

Cell:  (+254) 722 209620

E-mail: pkfmid@ke.pkfea.com

TANZANIA

Dar es Salaam
1st Floor, Tower B

Girl Guides Building, Plot No. 1088

Kibasila Street, Upanga

P. O. Box 7323

Dar es Salaam

Tel:  (+255 22) 2152501/3/4
Cell:  (+255) 784 520097

E-mail: info@tz.pkfea.com
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Kisumu

Jubilee House, 3rd Floor

Angawa Avenue and

QOginga Odinga Street Junction

P. O. Box 187 - 40100

Kisumu

Tel:  (+254 57) 25605787

Cell:  (+254) 726 793 355
(+254) 736 221 122

E-mail: pkfksm@ke.pkfea.com

RWANDA

Kigali
KG 5 Avenue 44, Kacyiru
P. O. Box 341

Kigali
Tel:
Cell:

(+250
(+250
(+250
(+250

255 104514
788 454746
788 386565
738 386565

E-mail: pkfkgl@rw.pkfea.com

This newsletter is written in general terms for guidance only and is not a substitute for professional advice. Whilst every care has been
exercised in ensuring the accuracy of information contained herein, we will not accept any responsibility for errors or omissions or for any
action taken, or refraining from action without appropriate professional advice. This newsletter is for the exclusive use by the clients of PKF
and its associates and no part of it may be reproduced without our prior written consent.

PKF Kenya LLP is a member firm of the PKF International Limited family of legally independent firms and does not accept any responsibility or

liability for the actions or inactions of any individual member or correspondent firm or firms.




