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We’ve climbed mountains.
Now we’re ready to do it again.

Deloitte conducts
CFO surveys
globally to
provide a better
understanding
of the current
mindset of CFOs.

Welcome to the 2014 Deloitte East African CFO Survey

Foreword
Dear Reader

W

e are pleased to present our second Deloitte CFO Survey for East Africa, one of the most vibrant and fast growing
economic regions on the continent.

Deloitte conducts its CFO surveys each year to provide a better understanding of the current mind-set of financial
stewards operating across the world. From this survey, we hope to gain further insight into the underlying sentiment of
East African CFOs and to highlight the drivers that are shaping their behaviour and strategic choices. In our survey we
also seek to determine whether there is a convergence or divergence of views on a number of topics and whether or not
there are common trends among actions proposed by CFOs that may be insightful to their peers and to other readers of
this report. This involves canvassing CFO views on:
• The economy and current business climate
• Their strategic intent
• The cost of funding (interest rates) and the availability of funding
• Short and medium term currency outlook
• Cash flow and investment priorities for 2014 and beyond
• Availability and use of key talent
• Growth opportunities in the rest of Africa and other markets
• Topical subjects such as industry challenges
• The role of the CFO
This approach has provided us with rich insights as to what is top of mind for CFOs in East Africa as they navigate
through today’s exciting but challenging times. Deloitte recognises the crucial role that CFOs play around the globe as
key decision makers in their respective companies and the daily challenges they face as they juggle the roles of Steward,
Operator, Catalyst and Strategist. We have a well-established CFO Programme designed to support and partner with
CFOs in a manner that better equips them to meet their everyday challenges. We have assisted many CFOs over the years
to unlock the potential in themselves and their companies. We sincerely hope that the insights and information provided
in this report will be of worth to our valued clients and readers alike.
Best Regards

Rodger George 					Anne Muraya
Partner – Advisory					
Partner – Audit
rogeorge@deloitte.com				amuraya@deloitte.co.ke
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Summary
Deloitte’s second CFO Survey for East Africa is marked by the overwhelming optimism and positivity
of respondents operating in one of Africa’s most dynamic regions. In order to put the viewpoints of
East African CFOs into perspective we have included comparisons to South Africa and other regions
of the continent. For the sake of consistency, we have retained the same definition of Southern
Africa as that used in the CFO report for Sub-Saharan Africa. The term Southern Africa, as used in
this report therefore refers to Namibia, Botswana, Zimbabwe, Zambia, Mozambique and Malawi.
South Africa is excluded from the Southern African sample and is instead polled separately due to
the sheer scale of its economic impact in this region. East African respondents hail from Kenya,
Uganda, Tanzania and Ethiopia.
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In summary, the almost uniformly optimistic mood of East African CFOs can be
summed up by the following salient features of the report:
• East African CFOs are increasingly bullish about expanding into the East
African Region and the rest of Africa, with 29% saying they had recently
ventured into other parts of the continent and 57% indicating they would
do so in the near future
• Half of all East African CFOs expect the region’s economy to expand
between 5.1% and 9% this year with a further 11% predicting growth
of 10% or more. This is contrary to the majority of market analysts and
economists who generally expect growth of around 5% this year
• The profile of respondents reflects the predominance of mid-size companies in East
Africa with no less than 58% representing companies with annual turnover of less than $25 million
• Respondents were polled over the course of seven weeks between May and June 2014 with the average
number of years in their current roles being 7.6 years for East African CFOs. That compares to an average of
7.1 years for Southern African CFOs and 7 years for those from South Africa
• Despite the buoyant economic mood in the region, East African CFOs are exhibiting a bias towards rather
defensive business strategies with 88% focussed on trying to improve operational efficiencies
• Corruption and its impact on doing business is the top political concern of CFO’s surveyed
• 71% of East African CFO’s expect company performance to improve this year, with 84 percent (2015) and
88 percent (2016) of East African CFO’s surveyed expecting improvement in company performance in the
next 2 years

Respondent profile summary
Figure 1. Average of years experience in current role
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Key Finding
Most CFO in the industry have seven years’ of experience or more
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The economic

landscape
The economic picture painted by East African
CFOs is overwhelmingly optimistic with
respondents predicting a regional economic
expansion of 6.3% this year, 7.4% in 2015
and 8.1% in 2015. This compares favourably
with the International Monetary Fund’s (IMF)
forecast for Sub-Saharan Africa excluding
South Africa and Nigeria, which comes in at
5.7% for this year and 5.6% for 2015. It also
supports the intentions of companies who wish
to expand across the continent with East Africa
being a key target destination.

Figure 2. Expectations for GDP growth ranges - East Africa
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Key Finding
Expectations are a lot higher in East Africa for the next 3 years

East Africa CFO 2014 report 4

East Africa appears to have been less affected by external economic influences than appears to be the
case in Southern Africa. The rapidly expanding middle class coupled with the impending reality of a
common regional trading bloc may be among the causes for this optimism.
The region once again emerged with the greatest proportion of optimistic CFOs. Half of all East
African respondents polled in the 2014 survey expect the region’s economy to expand between 5.1%
and 9.9% this year with a further 11% predicting growth of 10% or higher. The outlook for the next
two years is even brighter with more than 60% of CFOs expecting regional economic growth of
between 5.1% and 9.9% in 2015 and 2016. Contrast that with South Africa where an overwhelming
95% of CFOs expect the economy to expand by less than 3% in 2014.

Figure 3. Short-term interest rates East Africa
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Key Finding
Some 40% of CFOs expect no change in monetary policy over the next year

The buoyant economic mood in East Africa appears not to have engendered any significant fears of
monetary tightening. Some 40% of CFOs in East Africa expect no change in monetary policy over the
course of this year while 14% anticipate rates to fall by as much as 100 basis points and a further 5%
predict moderation of between one and two percentage points. Of those who expect monetary policy
to tighten, 18% predict a hike of 100 basis points or less. That compares to 90% of South African
CFOs who expect interest rates to rise over the next 12 months. Southern African CFOs have a more
stable view than their South African peers over the course of this year with 57% of expecting rates to
remain unchanged this year.
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Currency Sentiment
Figure 4. Local currency East Africa vs US Dollar
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Key Finding
East African respondents have the view that their currency will
systematically appreciate over the following three years
The characteristic optimism of East African CFOs appears to have rubbed
off on their currency predictions for the next three years. Although 45% of
respondents said their currencies will “somewhat depreciate” in 2014, this
was counterbalanced by the 54% who said their exchange rates would either
appreciate “somewhat” or remain unchanged. However, it’s in their currency
predictions for the next two years where the optimism of East African CFOs
clearly becomes apparent. No less than 42% expect their currencies to advance in
2015 while 46% anticipate further appreciation in 2016.
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Company Performance
Figure 5. Company’s performance over the past financial year
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Key Finding
South African respondents have indicated that their companies have slightly improved over the last year

East African CFOs were again overwhelmingly positive about the performance of their companies in 2014 with
74% saying outcomes had either somewhat or significantly improved. Just 3% said company performance had
significantly deteriorated while 9% claimed moderate deterioration in the past financial year. East African CFOs
were also overwhelmingly optimistic about the future outlook for their companies’ performance with 71%
expecting a slight or significant improvement this year and 84% making the same prediction for 2015.
Figure 6. Outlook for future company performance - East Africa
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Key Finding
East Africa respondents believe that their companies will see a lot of
improvement over the next three years
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Equities – are they fairly valued?
Figure 7. Equity evaluations
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Key Finding
The majority of the respondents in South Africa view their equities as being over valued while in other countries CFOs
view their equities as being fairly valued

Just more than half the CFOs surveyed in East Africa say that equities in the region are “fairly valued” with only
35% indicating stocks are “somewhat overvalued” while a mere 7% say they are “overvalued.” By comparison,
54% of South African CFOs feel equities in that country are “somewhat overvalued” while a further 17%
believed them to be “significantly overvalued” and only 25% describing them as “fairly valued.” In Southern
Africa 24% of CFOs describe their equity markets as either “somewhat” or “significantly” overvalued” while 43%
say they are “fairly valued.”

The Cost of Capital
One area where the characteristic optimism of East African CFOs was less present was on the issue of the
cost of funding new capital investments. Some 71% of East African CFOs described the cost of capital in
their region as either fairly or very expensive. That compares to just 43% of South African CFOs who regard
the cost of capital in Africa’s second biggest economy as either fairly or very expensive. This could be a
reflection of the depth, liquidity and sophistication of South Africa’s financial markets.
Figure 18. Cost of capital
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Key Finding
Some 71 % of East African CFOs perceive cost of capital as either fairly or very expensive
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BRICS Trade
East African respondents exhibited a fairly high propensity to trade with BRICS countries with respondents
from the region indicating that 37% of imports came from Russia followed by India (22%) and China (21%).
South Africa accounted for only 14% of East African imports and Brazil only 9%. By comparison, Southern
African companies remain heavily reliant on trade with South Africa with that country accounting for no less
than 65% of their imports.

Where are East African CFOs deploying cash?
Figure 9. Cash flow priorities - East Africa
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Current operations are more important for East African respondents

Despite their generally positive mood, CFOs in East Africa are cautious on where to deploy cash. Some 53% favour
retaining it for liquidity while 65% are intent on using it to improve current operations. Investing in new capacity
was ranked by 47% of respondents among their top three priorities. Payments to shareholders were deemed least
preferable, a common enough sentiment expressed by CFOs across the globe. Only 24% of East African CFOs
ranked investing in Africa among the top three most important uses of cash, supporting anecdotal evidence that
companies in this part of the continent prefer to expand within their region.
Strategic defensiveness is even more prevalent in Southern Africa where 71% of CFOs are focused on improving
current operations. In South Africa 50% of CFOs ranked investing in new capacity among their top three priorities
while 47% are focused on improving current operations.
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Business Risks
& Challenges
East African CFOs appear to be fretting
about margin pressures but are similarly
concerned about currency volatility and
the current political landscape. In terms
of industry-wide concerns, 61% of East
African respondents cited competition
in the domestic market as one of their
top three most pressing worries. As more
foreign investors are lured to East Africa
by the region’s economic dynamism, so
too will domestic companies be forced
to improve their operations to remain
competitive.

Figure 10. Top five business risk factors
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Red Tape
Bureaucracy is becoming an increasingly
problematic barrier to doing business in
Africa. CFOs from across the continent
that were polled in the various Deloitte
CFO Surveys for 2014 cited red tape
and regulation among their top three
industry concerns along with rising
domestic competition and the financial
health of customers. No less than 48%
of East African CFOs highlighted industry
regulation and the environment among
their main industry worries.

Figure 11. Top industry concerns
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Investing in the Rest of Africa
Figure 12. Expansion into Africa in the near future
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Key Finding
Africa is increasingly being seen as a favoured growth option for
companies

East African CFOs are increasingly looking to other parts of the continent for investment opportunities with no
less than 57% indicating a desire to expand into the rest of Africa. While that doesn’t quite match the massive
80% of South African respondents who are looking to expand into the rest of the continent in the near future, it
must be said that East African CFOs have less reason to seek growth opportunities elsewhere in Africa given the
buoyant economic climate in their own region. By contrast, South African CFOs are almost uniformly looking to
the rest of Africa for growth to counteract the sluggish performance in their domestic market.
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East Africa Favoured as an Investment Destination
Figure 13. Regions identified for future expansion
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Key Finding
East Africa is favoured as an investment destination by CFO’s across all countries surveyed

East Africa appears to have replaced Southern Africa as the most favoured region on the continent for South
African corporate expansion in 2014. Respondents in Southern Africa also favoured East Africa as an expansion
target while East African CFOs themselves are also partial to investing in their own part of the world. Some 33%
of East African CFOs favour investment in their own region with a further 17% highlighting West Africa as future
investment destination. Only 9% showed an interest in investing in Southern Africa.

East African CFOs Happier with Skills Availability
A shortage of appropriate skills is a key challenge for CFOs in several parts of Africa. Even with the well
documented return of the African diaspora population in the wake of the 2008 financial crisis, getting the right
people remains a stumbling block for many businesses on the continent. South African CFOs identified the skills
deficit as an even bigger operational difficulty than regulation, currency volatility, infrastructure, logistics and
economic stability. By contrast, East African CFOs appear more concerned about competition, in-country political
factors and currency volatility with only 5% of respondents highlighting skills as an operating challenge in the
rest of Africa.
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The Scourge of Corruption
Figure 14. Political concerns (Top three concerns, aggregate %)
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Key Finding

Corruption still seems to be one of the main sources of frustration
for businesses operating in Africa

Sadly, corruption still seems to be one of the
main sources of frustration for businesses
operating in Africa. No less than 52% of East
African respondents rated corruption among
the top three political concerns, followed by
the effectiveness of government spending
priorities and policy dialogue. That compares
with 48% of South African respondents
who ranked corruption among the top three
political concerns. Respondents from East
Africa seemed noticeably unconcerned about
52the quality of their education systems and the
threat of nationalisation with only 5% and 4%
respectively ranking these among their top three
political concerns.

Strategic Introspection
Figure 15. Strategic approach
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In spite of the buoyant economic mood in the
region, East African CFOs appear to be exhibiting
a bias towards rather defensive business strategies
with 88% focused on trying to improve operational
efficiencies and 79% intent on growing their
customer base. What may seem like conservatism
at first glance could merely be a symptom of East
Africa’s corporate leaders wanting to maintain
efficiency in the face of rapid growth and greater
foreign competition.

Likely to adopt in 2014

Key Finding
Improving efficiencies and growth are key for East African CFOs
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CFO
Agenda
Overworked but Adequately Paid
The report revealed that CFOs are continually worrying about company
performance and consider themselves overworked and poorly
supported. However, CFOs across all regions once again acknowledged
that they are fairly compensated for these burdens. Top stresses for
East African CFOs included the excessive workload, concerns about
company performance, changing regulations, strategic ambiguity
and the expansion of their role into non-core areas. In keeping with
the findings of Deloitte’s CFO reports from other parts of the world,
respondents across Africa appear to be spread too thinly across multiple
responsibilities that are not necessarily core to their roles.
Figure 16. Work allocation
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Glossary of

terms

CFO roles (The “Four Faces”)
• Steward – time spent overseeing accounting, control, risk management and asset preservation; ensuring
company compliance with financial reporting and control requirements, ensuring information quality and
control rationalisation.
• Operator – time spent focused on the finance function’s efficiency and service levels/ effectiveness,
balancing cost and service levels in delivering services; defining and evolving finance’s operating model,
managing issues of talent and resources.
• Catalyst – time spent working as an agent for organisational change; establishing a business value mindset,
aligning groups to evaluate and execute strategies; aiding other decision-makers (business unit heads etc.),
establishing accountability for results.
• Strategist – time spent working as a driver of strategy; defining the future of the company (toward better
business performance and shareholder value); providing a financial perspective on innovation and profitable
growth, improving risk-awareness, strategic decision-making and performance management integration,
translating the expectations of the capital markets into internal business imperatives.
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