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INTRODUCTION 
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For 16 years served as Chief Executive Officer, Retirement 

Benefits Authority. 

 

Actively involved in the work of the International Organisation 

of Pension Supervisors (IOPS), an independent international 

standard setting body in the area of pension supervision and 

brings together public authorities involved in the supervision 

of private pension arrangements.  

 

I was the president for the last five years.  

 

IOPS has currently 86 members and observers from 74 

countries and territories. 
 



KENYA’S RETIREMENT BENEFITS STRUCTURE 
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Pension    
System 

Non  
Contributory/Pay As You  

Go (PAYG) 
 Civil 

 Service Pension Scheme  
Members ->500,000 

Assets –US$0 
Public Service 

Superannuation Act  2012 - 
DC 

Private  
Occupational – Employer 

Based (Voluntary) 
Schemes > 1,306 

Members  >400,000 
Assets – US$6.29bn   

 

Individual Contributory 
Open Schemes  

- Offered by Insurance 
Companies   

Schemes ~ 32 
Members – 162,000 

Assets -28.8 bn. 

Mandatory  
National – National 
Social Security Fund 
Assets – US$1.56bn 

Members >2.1 m 
NSSF Act 2013 – 

Pension & Provident  



KENYA’S RETIREMENT BENEFITS STRUCTURE 

The retirement benefits regulator in Kenya, Retirement 

Benefits Authority, works with the National Treasury to protect 

members’ benefits, widen pension coverage and expand 

investment opportunities for pension funds.  

Kenya has a new investment guideline, which today comprises 

14 different investment assets classes into which pension 

funds are allowed to invest.  
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CAPACITY BUILDING 

Building African Financial Markets (BAFM) Capacity Building 

Seminars offer a superb opportunity to securities exchanges 

and regulators to learn about best practices and market 

developments from different jurisdictions.  

Casablanca Stock Exchange and African Securities Exchanges 

Association (ASEA) brought the continent’s securities and 

pensions experts. 

This pool of experts will greatly enhance this year’s interactive 

training sessions on key topical subjects touching on African 

capital markets. 
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REITS 

We specifically provided for REITs as an asset class into 

which retirement benefits schemes can invest up to 30% of 

their portfolio.  

We also introduced exchange traded derivatives and the 

separation of listed and un-listed corporate bonds and 

commercial paper approved by the Capital Markets Authority, 

the regulator for capital markets.  

The introduction of REITs gave option for pension funds 

seeking to invest in real estate, but would not be well endowed 

to acquire the whole of the estate but can own part of it.  



REITS 

REITs are traded, they are more liquid compared to direct 

real estate investments. REITs regulations in force since 

2013 categorised REITs into two types. 
 

 

 

 

 

 

 

 

 

 

There has been a learning curve for investment in this 

asset category but it is now picking up.  

REITs 

D-REIT 

Development & Construction 

Mainly housing. 

I-REIT 

Income producing real estate. 



PRIVATE EQUITY, VENTURE CAPITAL 
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In 2016/2017 Financial Year, we introduced private equity and 

venture capital as another new investment asset class in the 

investment schedule.  

Retirement benefits schemes in Kenya can now invest up to 

10% of their portfolio in private equity and venture capital that 

are licensed by Capital Markets Authority.  

This new development provides new investment opportunities 

for Kenya’s pension funds where they would be able to 

generate higher risk-adjusted returns for members of pension 

schemes.  
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KENYA’S VOLATILE MARKET 

Kenya’s financial market is normally greatly affected by 

market volatility and pension schemes being significant 

investors in the market have been greatly affected by this 

volatility.  

 

To address this problem and enhance portfolio 

diversification, there were calls by the pension industry 

players to introduce a new investment category of 

investment that was uncorrelated with local market 

volatility.  

 

One such product was private equity.  



 
 
 
 
 
 
MITIGATING TOOL 

Main advantage of alternative investments as a mitigation tool 

is the ability to pursue improved risk adjusted returns of 

investment portfolios. 

It enhances diversification and provides a more efficient 

investment mechanism for gaining exposure to certain assets 

and thereby allowing for improvement in the risk adjusted 

return of an investment portfolio.  

However, this comes at a cost. 

Non-traditional investments in most cases very complex, 

involving multiple-management layers, illiquid and opaque, and 

often with inherent risky strategies.  



 
 
 
 
 
 
MONITORING RISK 

More scrutiny, analysis and monitoring of risks on a regular 

(almost daily basis) is therefore needed compared to other 

financial products.  

These assets are also more expensive to manage and can be 

difficult to justify for small pension funds that do not have 

knowledge and skills to invest in such instruments and 

manage additional risks.  



 
 
 
 
 
 
GOVERNANCE 

Non-traditional investments require strong internal governance 

practices, with a governing board that has sufficient 

understanding of investment strategy and risks handling 

functions with well developed internal control processes.  

These are the key elements to effectively manage investments 

in alternative assets and reap the gains they promise.  

We have to also keep in mind cost considerations, because 

the alternative investments are more expensive to manage, as 

insourcing of skilled investment managers represent a cost 

and external managers usually charge annual commissions on 

Assets under Management (AUM) on returns obtained. 



IOPS GOOD PRACTICES 
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In 2010, the International Organisation of Pension Supervisors 

(IOPS) approved a set of “Good Practices in the Risk 

Management of Alternative Investments by Pension Funds.” 

Was designed to provide guidance to pension funds as to what 

sort of risk management arrangements pension supervisors 

expect pension funds using these products and instruments to 

have in place. 



 IOPS & OECD 
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OECD and IOPS evaluated exposure of pension funds to 

alternative investments and derivatives in the OECD and 

IOPS jurisdictions. 

 

They reviewed the regulatory framework governing 

alternative and derivative investments, market practices and 

the state of risk-management pension funds employ in 

relation to these instruments. 

 

Objective was to come up with the Good Practices on 

Pension Funds’ use of Alternative Investments and 

Derivatives, which were issued in 2011. 



GOOD PRACTICE & PRINCIPLES 
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These Good Practices and Principles serve as a benchmark 

reference for all countries or jurisdictions. 

Take into account country-specific conditions and 

circumstances, including the extent to which regulations permit 

the use of such investments is very relevant.  

Regulatory and supervisory authorities should ensure they 

maintain a good understanding of these products through 

training and employing experts. 

Regulators should work closely with industry to offer practical 

guidance on the best investment practices for investment of 

pension assets in alternatives and derivatives. 



Useful websites: 

    www.rba.go.ke 

    www.cma.or.ke 

    www.centralbank.go.ke 
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http://www.rba.go.ke/
http://www.cma.or.ke/
http://www.centralbank.go.ke/

