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ABSTRACT

Mobile telephony is among the momentous techno&giwventions in the world and has
tremendously changed the way business is transact&@&nya. Mutual funds, just as
other financial institutions, have unearthed luggmobile transactions that seek to lure
both local and foreign investors. However, litteshHbeen empirically proven on how the
mobile transactions have affected the funds’ perforce. Thus, the objective of the
study was to determine the effects of mobile tratisas on financial performance of
mutual funds in Kenya. The study adopted a deseeipesearch design which assumed a
correlation study approach. The target populatias tihe 62 funds operators regulated by
the Capital Market Authority as at December 2018wkver, the study selected five
mutual funds managers using convenient samplingmdioaged a total of fifteen mutual
funds. Secondary data was collected on average r@nmajumutual fund, number of
mobile transaction, amount of funds invested anea3ury bill rate from the funds’
annual reports and CBK offices for the periods 2692013. Descriptive analysis was
adopted whereby statistics such as mean, stand@ardtions, minimum and maximum
values, kurtosis and skewness assessed. Inferemmialysis using multiple linear
regression models was used to determine the netip between mobile transactions
and mutual funds’ performance. The results shownb&ual funds experience returns as
high as 2.21 with a standard deviation of 1.26. Twerage number of mobile
transactions was 371.2 with a maximum of maximur,402. The study concluded that
mobile transactions play a significant role in deti@ing the financial performance of
mutual funds. Besides, large funds tended to parfeetter owing to economies of scale.
The study recommended that CMA to lobby for incegbsutual fund amounts through
mobile transactions and fund managers to ensuré ggiarns by investing in diversified
portfolios as different types of funds performetiedently.
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CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

The transformation of the mobile phone from yupplaything to a tool that drives
economic growth in the developing world is arguathlg biggest technology story of the
first decade of the 2% century (Anurag, Tyagi & Raddi, 2009). While theaee
approximately six billion mobile devices used asrtige world, only a quarter are found in
the developed world, which means that the mobilpréezlominantly a developing world
story. Mobile phone subscribers in Kenya are noer@0 million. The number marks a
growth as witnessed in the period between July September 2012. In the quarterly
statistics report for the first quarter of the 2012 Financial Year (July — September
2012), released by Communications Commission ofyde)CK) today, the market had
30.4 million mobile subscribers as at 30th Septen2®d2 up from 29.7 million in the

three months preceding July 2012 (CCK, 2009).

The growth of mobile technology has had a profoupdsitive impact on financial
services and transactions. This is especially truemerging markets such as Kenya,
where the amount of adults using mobile money sesvi(11.5 million) is more than
double the amount of those who use traditional mangervices (5.4 million). The success
of M-Pesa in Kenya has been well documented owep#st years, with over 25% of the
country’'s GDP currently flowing through it (Goverenmt of Kenya, 2008). The
convenience of the service is set to increase avitaw deal between Safaricom and Skill,

an online platform based in the United States. leesyliving in other countries will soon
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be able to send money and invest directly througiPeéda accounts regardless of the

user’s location around the world.

Despite the number of mobile investments platfopoapping up, access to the financial
system is currently out of reach for more than Rilbon people worldwide. Mobile
investments platforms provide those living in payewith opportunities to further their
education, alleviate their leaving standards thhoagailing a new lease to life (Arunga,
2007). Finding a way to spread and sensitize cifzen the advantages allied to mobile
transactions will require the concerted efforts lmdnks, NGOs, governments and

corporations.

1.1.1 Mobile Transactions

Over the years, the mobile phone has revolutionintd a useful gadget that affects the
economy. For instance, through mobile phones, tovedave a feasible avenue to remit
as well as receive funds from operators. With tdeeat of mobile transactions, both
investors and mutual fund operators have evideraatbtable change. For instance,
investors finalize transactions with minimal effowvhile operators sensitize the populace
towards a saving culture. Over the years, mobileraiors have merged with financial
players in the industry seeking to rejuvenate parémce (Anurag, Tyagi and Raddi,

2009).

Kenya has indeed come of age, having revolutiongletdal mobile banking systems by
inventing the first mobile banking technology. Tingtake of mobile banking in Kenya is
growing at a remarkable pace and it is increasihgigoming the platform of choice for

delivering innovative financial services and comoeecapabilities (Arunga, 2007). It is



worth noting that this trend of continued reliarae mobile devices to execute monetary
transactions is gaining momentum and reflects igji® direction and preparation for the

future of banking in Kenya and Africa at large.

According to Arunga (2007) in a recent Finaccessv&u report 2013, the country’s
financial inclusion levels are now at 80 percenthwnobile banking uptake contributing
to 57 per cent of the total number of Kenyans \atthess to some form of formal financial
platform. The proportion of the adult populatiomngsformal financial services rose to 66.
7 per cent in 2013 from 41.3 per cent in 2009. Re@CK quarter four reports indicate
that the level of mobile telephony penetration imseased by 2 percent to 30.5 million
with an increase in mobile money transfer subsomgt from 23.2 million in the last

quarter to 24.8, which translates to a 6.8 pergsmwth (Arunga, 2007).

1.1.2 Financial Performance

Financial performance seeks to measure how vaggosomic sectors respond to new
developments (Epstein & Manzoni, 2002). Throughaticial performance different
economic players, avail intricate information toestors and shareholders as a public
duty. In seeking to reinforce transparency and act@bility, the Kenyan Constitution
requires financial institutions handling public negrto disclose their annual performance.
Financial performance is an assessment platfornrevparties evaluate an institution’s
record across the industry. With the passage &, tiimancial performance has become a
significant economic element in the Kenyan econasynarket players continue to garner

vigilance and collective responsibility.



There are different financial performance measurgneols that include, the Expense
Ratio, Portfolio Turnover, Standard Deviation, BdRasquared and the Sharpe Ratio. The
Sharpe ratio represents tradeoff between risk enans. Mathematically the Sharpe ratio
is the returns generated over the risk free raeppit of risk. Risk in this case is taken to
be the fund's standard deviation. As standard tewiarepresents the total risk
experienced by a fund, the Sharpe ratio refleasréturns generated by undertaking all

possible risks.

1.1.3 Effect of Mobile Transactions on Financial Rformance

The combination of widespread cellular communicatnd the ability to transfer money
instantly, securely, and inexpensively are togeteading to enormous changes in the
organization of economic activity, family relatioremd risk management and mitigation,
among other things. Agarwal and Karahanna, 200@tdsnthat a decade ago, family
members in different parts of Kenya had a very tighiscope of communicating with
relatives in distant parts of the country, and tfe@ed even greater difficulties in sending
or receiving remittances (Elder & Rashid, 2009).w\Nan many cases, appeals for
assistance and the availability of resources carcdmemunicated, and money can be
transferred almost instantaneously. Among the cbsuaipservers have noted are changes

in the nature, pattern and impact of remittances.

The upsurge in mobile transactions garners botiearétical and empirical relationship.
Given the numerous subscribers in the Kenyan ecgnonutual fund operators have
certainly discovered a lucrative market niche waploiting (Agarwal & Karahanna,

2000). Ever since their inception, propagators heaxeer indicated the desire to turn back



affirming that the products garner positive finahgperformance of the mutual funds
(Eagle, 2005). Given the simplistic nature of thebite transactions and their ability to
net numerous users across the economic divide,ahfund operators gradually garner
appealing results. This affirms that there is aedirrelationship between mobile
transactions and mutual funds financial performarfideough mobile phone platforms,

operators indicate that, clients are more commiteecsaving and loan repayment as
Mshwari record the lowest default rate in the Kenfganking sector (Anurag, Tyagi &

Raddi, 2009).

1.1.4 Mutual Funds in Kenya

Arnold (1970) defines a mutual Fund as a fund distax in the form of a trust by a

sponsor to raise money by the trustees througkdleeof units to the public under one or
more schemes for investing securities in accordavite these regulations. In common

terms, a mutual fund is a portfolio of stocks, b&nar other securities that is collectively
owned by hundreds or thousands of investors anchgehby a professional investment
company (Arnold, 1970). Fund industry penetratiod growth in Kenya dates back to the
1980s and 1990s, as a result of three factorsllanamket for both stocks and bonds, new
product introductions (including tax-exempt bondctsr, international and target date
funds and wider distribution of fund shares. Amahg new distribution channels were

retirement plans.

In the Kenya, mutual funds must be registered with Capital Markets Authority,
overseen by a board of directors (or board of éesif organized as a trust rather than a

corporation or partnership) and managed by a &Egdtinvestment adviser. Mutual funds,



like other registered investment companies, are sibject to an extensive and detailed
regulatory regime set forth in the Investment Conypéact. Mutual funds are not taxed on
their income and profits if they comply with certaiequirements under the country’s
framework. A mutual fund makes money in two wayshex by earning dividends or

interest on the investments it owns or by sellimgusities that has appreciated in

value(Kane &Santini, 1992).

Kenyans prefer mutual fund and not individual seémg because of the following
reasons. First, a great deal of time and expeitisequired to analyze a company—its
prospects for earnings growth, its performance tivershort and long term in comparison
to its competitors, its debt level and creditwartss, its new products in the pipeline, and
technological changes looming that might harm qgorimme business. Second, purchasing
individual securities involves higher transactioosts. Even when you use a discount
broker, the commissions you pay to buy and sellnatecheap. Third, owning individual
stocks means you are less likely to have propeersdification. To diversify a stock
portfolio, you need to own at least 10 to 20 defar companies in different industries,
which could cost very much. For the same price goght pay for 100 shares of one
security, you can buy units in a fund that owns $8€urities. Diversification lowers your
investment risk—if one or two stocks plunge, otheesy gain in value, offsetting the loss

(Kane &Santini, 1992).



1.2 Research Problem

Without a doubt, mobile telephony is among the muimes technological inventions
unveiled in the 2% century. Its functionalities traverse numerous neoic sectors

bearing a resound impact in Kenya financial sedibe M-Pesa launch back in 2007 took
the world by storm as Kenya made a significant mtuvelleviate the financial sector
through a mobile platform. Ever since this inventidhe country has forged towards
revolutionizing the industrial sector through mebglatforms. In the recent years, mutual
funds among other financial institutions have utrest lucrative mobile transactions that

seek to lure both local and foreign investors (AyagaKahora, 2007).

The use of mobile payment technology requires blasowvledge to operate. As a result,
majority of the micro business operators in Kengaehembraced its use in their daily
business operations and are registered users oédd-FConsequently, they carry out
various transactions using their mobile phones iwitand around their business
surroundings such as paying suppliers for goodssandces, paying bills, sending money
to friends and relatives, withdrawing cash and togpup airtime accounts (Vaughn,
2009). They are able to know their account balarzes easily manage their accounts.
This development has created a feasible avenuaditwal fund operators to exploit. This
is because through mobile transactions investdysore M-pesa to remit their finances,
providing a secure means of payment. With the adweérsmartphones, users have the
ability to login to their accounts and confirm thbalances, withdraw funds or raise any
other query warranting prompt responses. Howetiergtare no existing studies that have
been done to find out the impact of using these ilaqgtdatforms on the success and

growth of mutual funds in Kenya. This study seek@westigate the effects that emanate



from the behavioral intention to use the mobiletfplans and whether the actual usage
results in the financial success and growth ofrthitual funds. The study intends to offer
an insight into the financial implication of mobilevestment technology by assessing the

performance of mutual funds and gives propositarfdture research in this area.

Over the years, researchers have devoted sigrtfiestiention into the impact of
technology on financial performance. For instadeek and Suri (2009) did a study on the
inconspicuous nature of M-Pesa transfers and ip@aathon personal savings. Roller and
Waverman (2001) assessed the impact of telecomations infrastructure on economic
development in 21 OECD countries. Morawczynski &ickens (2009) did a study on
why users often keep a balance on their M-PesauatsoMbiti and Weil (2011) did a
study on the impact of Mpesa in the Kenyan econoArunga and Kahora (2007)
assessed how sole proprietors and small busingssésnya benefited from the mobile
phone revolution, as they are able to make savimgd gains. Researchers have
continually eluded the impact mobile transactiomsenhad on mutual funds given its
recent indoctrination into the global economy. 8irather scholars are yet to immerse
them into this contentious issue, this researchum®iled the intricate effects, mobile

transactions have on mutual funds’ performanceanys.

This research paper has resolved a number of itiquis that include the following. What
is the effect of mobile transactions on mutual &imqerformance? What is the nature and
extent of relationship between mobile transactiansl the financial performance of
mutual funds? What is the role technology playdatstering financial performance in
Kenya? Finally, the study will seek to unveil thenbkfits or drawbacks that befall both
local and foreign investors given the numerous hedbansactions by modern investors.
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1.3 Research Objectives

To determine the effects of mobile transactiondimancial performance of mutual funds

in Kenya

1.4 Value of the Study

Mobile telephony is among the most valued invergtiom the 21 century. Without a
doubt, the device has had a remarkable impact omug industries in the global
economy. Despite the prevalent hurdles, the magidilene has managed to revolutionize
communication while integrating innumerable funotbties that affect the financial
sector in distinct and diverse ways. This reseq@per has documented the effects of
mobile transactions on mutual funds financial perfance seeking to unearth all intricate

economic elements.

This research paper intends to benefit numerougeman the Kenyan financial industry.
First, the documented research will aid financizlgsts deduce a worthy trend into the
impact mobile transactions have on the financidustry. Market regulators like CMA
will garner worthy information from the researchpparelated to the current and future
trend of the financial industry. This study willsal act as a revelation to both local and
foreign investors into the impact mobile transatsichave on mutual funds financial
performance. The study has laid a foundation foprowed research into this ever-

dynamic industry.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

The second chapter discusses the theoretical frarkewleterminants of mutual fund

performance and the empirical review.

2.2 Theoretical Framework

Mobile payment procedures are essentially inforamatechnology (IT) procedures and
channels through which users make various paymansdctions. Studies show that the
acceptance to use the mobile payments varies hW&lcontext in which users are able to
use a mobile payment procedure. Moreover, the mqiayment procedures are functional
services adopted for utilitarian reasons (KhodawaRdusttchi and Wiedmann, 2003).
This study focuses on the effect of mobile traneast on mutual fund operators and
applies the three technological theories that mhelTechnological Acceptance Model,
Theory of Planned Behavior and The Theory of Readokction and Its Derivatives in

User Acceptance

2.2.1 Technology Acceptance Model

Theory of Technology Acceptance Model (TAM) is adhetical model that explains how
users come to accept and use a technology (Da&®88)1The model suggests that when
users are presented with a new technology, a nuofbfactors influence their decision
about how and when they will use it. These factwesperceived usefulness defined as the
degree to which a person believes that using acpkat system would enhance his or her

10



job performance, and perceived ease of use defasethe degree to which a person
believes that using a particular system would be from effort (Davis, 1989). These two
factors are considered to be the primary deternsnéor adopting and using a new
technology and are influenced by other variableshsas security concerns, cost,
convenience, and satisfaction (Lu, Yu, Liu and Y2@03). Perceived ease of use directly
affects perceived usefulness and both determine uber’'s attitude towards use,
(behavioral intention to use -BIU) and eventuatiythie actual use of the system (Viehland

and Leong, 2007).

TAM has been widely used to predict user acceptaaru#® use based on perceived
usefulness and ease of use (Ndubisi and Richards®). Consequently, TAM was
chosen as the appropriate model and was extendedchiade other factors such as
perceived ease of accessibility of the mobile paynservices, perceived low cost of the
mobile payment services, perceived conveniencesepexd security, perceived support
from the mobile services provider and from the goweent, perceived satisfaction and

actual usage of the mobile payments.

2.2.2 The Theory of Reasoned Action

FishbeinAjzen's Theory of Reasoned Action (TRA)te social psychology literature
defines relationships between beliefs, attitudesyms, intentions, and behavior.
According to this theory, an individual's behavior instance the use or rejection of
technology is determined by one's intention to guenf the behavior. This intention is
influenced jointly by the individual's attitude asdbjective norm, defined as "the person's

perception that most people who are important ta think he should or should not
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perform the behavior in question (Christensen, Anth& Roth, 2004). According to
TRA, attitude toward a behavior is determined bijelfe about the consequences of the
behavior and the affective evaluation of those eqnsences. However, attitude alone does
not solely determine behavioral intentions. Intensi are determined also by subjective
norms, which, in turn, are determined by an indraks normative beliefs and motivation
to comply with perceived norms. The result is aegalized model for understanding the
determinants of human behavior in situations wipsreple may exert their choices. The
model has been used to make accurate predictidmsnaén choice in situations as diverse
as voting in elections and consumption of alcohdleverage. In their meta-analysis
examining the application of TRA, it is apparerdttthe theory performed extremely well

in the prediction of choice among alternatives k3an, Chow & Leitch, 1997).

2.2.3 Theory of Planned Behavior

While the Theory of Reasoned Action (TRA) has b#enmost widely used theory for

examining user acceptance, other theoretical petispe have also been used. The
Theory of Planned Behavior (TPB) is a descendaidtRA and adds a third antecedent of
intention, perceived behavioral control, to the TRAdel. Perceived behavioral control is
determined by the availability of skills, resourcesmd opportunities, as well as the
perceived importance of those skills, resources, @uportunities to achieve outcomes.
Perceived behavioral control has been viewed toclbse to the self-efficacy belief

concept. TPB holds that attitudes, subjective npans perceived behavioral control are

direct determinants of intentions, which in turfluence behavior (Taylor &Todd, 1995).
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TAM is a (slightly) better predictor of usage, iheé decomposed TPB model provides a
more complete understanding of the determinantsitefition. The authors note that, in
choosing between TAM and the decomposed TPB, #ue{off of moderate increases in
explanatory power for intentions versus added cemfy is a difficult one. The
decomposed TPB adds seven more variables to imcteagredictive power of behavior
over TAM (Davis, 1989). However, the decomposed Tdt& helps researchers better
understand the roles of subjective norms and pexdebehavioral control, which are
absent from TAM. If the goal is to predict IT usag&M may be better; however, if the
goal is to understand specific determinants ofnitib@, the decomposed TPB may offer
additional explanatory power. Thus, the Theory efboned Action and its derivatives

provide a useful and robust composite perspectivihe issue of technology acceptance.

2.3 Determinants of Mutual Funds Financial Performance

Numerous economic factors determine the growth ohteonal economy. Analyzing the
economic factors gives an idea of the current eagnposition and a projection of the
future of the economy based on which we decideuhee of a particular industry. The
various economic factors responsible for mutualdfumdustry in Kenya include

Population, Movement in Global Markets, and theepbtal service capital around the

world and inflation effects on returns (Venanzil2j)

With the increase in global trade and finance,ghgra need for level playing field as the
WTO has laid down common rules to facilitate smom#tle among member countries
irrespective of their size. Fall out of globalizati is the increase in volatility and

vulnerability of markets. This environment crisisa spreads quickly and there is a
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greater danger of contagion than even before. dieroto detect timely fault lines in the
global financial markets and put in place apprdprigorrections, the adoption of
international standards and global benchmark besamportant (Terraza, 2013). It is in
this context, effective management of risks assummscal importance to all the

constituents of the financial sector and Kenyanualufunds industry is not an exception.
Mutual funds have been a significant source of stwment in both government and
corporate securities. Unlike decades where the stantrolled a monopoly of the UTI

being the key player, at present, there are nursemmutual funds exist, including private

and foreign companies (Rouwenhorst, 2004).

Actively managed funds, in contrast to passivelynagged funds, attempt to beat a
benchmark. Positive excess returns, defined apdhen of a fund’s return that is higher
than the manager’'s benchmark, can theoreticallgttened on a consistent basis if the
manager is skilled at selecting securities, rogagactors or timing markets. Any positive
excess returns are, more often than not, just @ntagover the cost of the management
fees. The risk-free rate is the minimum return avestor expects for any investment
because he or she will not accept additional risless the potential rate of return is
greater than the risk-free rate (Terraza, 2013jpractice, however, the risk-free rate does
not exist because even the safest investments aareyy small amount of risk. Thus, the

interest rate on Treasury bill is often used agigiefree rate (Kane and Santini, 1992).

Treasury Bills (T-bills) are the most marketablermmayp market security. Their popularity
is mainly due to their simplicity. Essentially, T& are a way for governments to raise
money from the public. The biggest reasons thaillB-Bre so popular is that they are one
of the few money market instruments that are a#blel to the individual investors

14



(Terraza, 2013). Under ordinary circumstances, bowth longer terms have higher
effective rates, which is attributable to intereste sensitivity. This results in an upward-
sloping yield curve as shown below. Yield curves developed from the yields on bonds
of similar credit quality. The yield curve shift gy down with changes in quality and
bonds with low ratings plot higher than bonds withh ratings, reflecting the default risk

premium (Siau, Sheng, Nah and Davis, 2004).

2.4 Empirical Review

Several empirical studies have been conductederatba of mobile technology and how
it influences the financial performance of the emorc growth of a nation. This paper will
limit the review on how acceptance of new technglimfluences the economic growth of
difference nations. Morawczynski and Pickens (20fi8)nd that users often keep a
balance on their M-Pesa accounts, thereby usingsyiséem as a rudimentary bank
account. The duo inferred that the service offessrsi with a more flexible financial
system curtailing numerous hindrances allied to dbeventional banking systems. M-
Pesa users also sends maller but more frequenttaenes compared with users of other
transfer services or methods, suggesting that yeem might allow informal insurance
networks to function more effectively. Accordingttee authors, M-pesa offers insurance

users with a convenient platform to remit their gieg obligations as they fall due.

Roller and Waverman (2001) assessed the impaelefdmmunications infrastructure on
economic development in 21 OECD countries and fabat a 10 percent increase in the
telecommunications penetration rate increased eomnogrowth by 1.5 percent.

Waverman, Meschi and Fuss (2005) conducted a siamlalysis in developing countries
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and found that a 10 percent increase in mobile tpainen levels was associated with a 0.6

percent increase in growth rates.

Muto and Yamano (2009) similarly estimate the intpeEfcmobile phones on agricultural
markets in Uganda, focusing on farmers’ market igpdtion rather than market
efficiency. Using a panel dataset on farm househb&tween 2003 and 2005, they found
that mobile phone coverage is associated with pet€ent increase in farmers’ probability
of market participation for bananas, although naiz®, thereby suggesting that mobile
phones are more useful for perishable crops. Tifestewas greater for farmers located in
communities farther away from district centers sint improved access to price
information reduced marketing costs and increaaad-fyate prices, increasing productive

efficiency.

Cui, Jong and Ponds (2011) sought to assess whatimext intergenerational risk sharing
desirable and feasible in funded pension schemg&aglh multi-period OLS model, they
investigated risk sharing between generations feargety of realistic collective funded
pension schemes, where pension benefits and cotndrils may depend on the funding
ratio and the asset returns. They found that wallketured intergenerational risk sharing
via collective schemes can be welfare-enhanciigra-vis the optimal individual
benchmark. Moreover, from aex anteperspective the expected welfare gain of the

current entry cohort is not at the cost of the pled future cohorts.

According to Arunga and Kahora (2007), sole prdpreand small businesses in Kenya
benefited hugely from the mobile phone revolutias,they are able to make savings and

gain access to more customers and new servicegougatransactions are carried out
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using mobile payments such as paying suppliersgmrds and services, paying bills,
sending money to friends and relatives, withdrawicegsh and topping up airtime
accounts. Through the study conducted, it is appetet mobile phone platforms will

revolutionize the business environment both in Keagd around the world.

Aker (2008) found that the introduction of mobilagmes is associated with increased
trader and consumer welfare. The introduction obimeophones led to a reduction in the
intra-annual coefficient of variation, thereby sdijng consumers to less intra-annual
price risk. Mobile phones also increased tradersifave, primarily by increasing their

sales prices, as they were able to take advanfegmatal arbitrage opportunities. The net
effect of these changes was an increase in aveatyeprofits, equivalent to a 29 percent

increase per year.

Jack and Suri (2009) study suggested that the spomous nature of M-Pesa transfers
could allow individuals to increase their persosalings, because friends and relatives
would be less likely to know about the timing oramt of transfers. Their study affirmed
that M-pesa is a secretive platform where subs@ilman only disclose insignificant
personal details. Given that the system is persmadglindividuals are more likely to save
higher amounts. According to Jack and Suri, M-pegads to transform users from

impulse spenders to savers who channel their femteworthy causes.

Muto and Yamano (2009) estimated the effect of Hwblisehold-level mobile phone
adoption and village-level mobile phone coverageénousehold participation. To correct
for the endogeneity of the adoption variable, ththars use village-level mobile phone

coverage and household time-invariant charactesiss instruments. One of the
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household-level instruments used is farm assetghwdould be strongly correlated with
mobile phone adoption and market participation,ddgendent variable. Thus, the validity

of the instrument is of some concern for housel®le! results.

2.5 Summary of Literature Review

The question of user acceptance is of concern tesgarchers and procurers who wish to
predict which candidate technologies will prove trgstable for an organization or how a
given design is likely to be received by users. sigh, the issue draws on multiple
theoretical perspectives and on research topicslvase as change management in
organizations, human attitude formation, systemalyars, user interface design, and
technology diffusion. In seeking to influence thesidn of technologies to maximize their
acceptance, organizational analysis approaches, asicsocio-technical systems theory,
enable the planning of work activities around textbgy in a manner that minimizes
resistance and ideally maximizes the potential User satisfaction and development.
Finally, usability engineering affords the meandauftoring acceptance into the design of
the interfaces between users and the technologwrtulating the concept in an (at least
partially) operationalized form, usability engineerwork offers pragmatic techniques for
maximizing the chances of the acceptability atitiierface between the system and the
individual user. Clearly, each approach offers sbimg to our understanding of the issue
of user acceptance. At this time, there appeatethittle hope for an overarching theory
that will encompass both the explanation and tleeliption of user acceptance, as well as
providing the tools for ensuring that any desigocess leads to an acceptable product.
However, the terrain is mapped, and further re$eean yield the type of answers that are

still sought.
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Without a doubt, the Kenyan economy has come of @ageeiling numerous mobile
transactions. Over the past five years, researdmsment a momentous impact allied to
mobile telephony. With time, mutual fund operatti@/e managed to transform their
operations from manual to digitalized operationstoligh these transitions, a number of
mutual fund operators have managed to indoctrimatsile transactions into their
operations. In comparison to the documented imphatobile telephony in the Kenyan
economy, it is worth deducing that mutual fundd wiit across the economic grid luring
both high and low income earners. For instance,llsmesinesses in Kenya affirm a
resounding positive effect allied to inculcation rabbile transactions like M-pesa into

their operations.

Through the empirical review, it is apparent thatbite transactions are new initiatives
not only in Kenya but also around the world. Pastlies have generalized their scope
focusing on the impact of technology on the finahodustry. This implies that scholars
both in Kenya and around the globe are yet to avadnclusive documentation of mobile
transactions and their impact on mutual fund’sritial performance. This research seeks
to seal the impending loophole by indulging in tb@anplex study intending to unravel
conclusive details that could benefit mutual fungemtors, the government, potential

investors, as well as future academician by progd base for further studies.
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CHAPTER THREE

RESEARCH DESIGN AND METHODOLOGY

3.1 Introduction

This chapter has defined the research design attibdw@ogy for the study. It contains a
description of the study design, target populatisampling design, data collection

technigue and data analysis technique.

3.2 Research Design

Research design refers to how data collection aatl/sis are structured in order to meet
the research objective through empirical evideremmemically (Chandran, 2004; Cooper

and Schindler, 2006).

This study utilized a descriptive research and tth@a correlation design. Correlation
research is a research design that attempts to shosal relationship between a set of
independent and the dependent variables (Sekar@®; Ziboper and Schindler, 2006).
The correlation research design was preferred sy study since it will show causal

relationship between mobile investment platform #reperformance of mutual funds.

3.3 Target Population

The study targeted a general cross-section of 2hitds operators, which are regulated

by the Capital Market Authority in Kenya as at Deber 2013 (see Appendix I).
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3.4 Sampling Design

According to Orodho and Kombo (2002), sampling gracess of selecting a number of
individuals or objects from a population such tha selected group contains elements
representative of the characteristics found inghgre group. According to Mugenda &

Mugenda (2003), this means the process of seleatiiegv cases from a large population
for the purpose of studying them and generalizinghe large population. The few cases

shall be the sample while the total populatiorhesuniverse.

Given the expansive sample base, the researchércoseenient sampling to select five
mutual funds managers. The selected mutual fundegeas operate on the Nairobi Stock
Exchange. Choice of the mutual fund managers liastdle NSE is based on the fact that
they publish their annual financial reports with &Mnd publics which eased access to

information.

3.5 Data Collection Techniques

The preferred data collection instrument was seagndata. Data on average amount of
mutual fund, number of mobile transaction and amairfunds invested was collected
from annual financial reports published by the etéint mutual fund operators. Treasury
bill rate was collected from the central banks @nlfa offices. The data was collected
over a five years period; from 2009 to 2013. Gitlesm nature of the study, it went in hand
with a descriptive research design seeking to arglloopholes in the data collection

process. The research used a data collection fmoullect specific information.
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3.6 Data Analysis Methods

The data was analyzed using descriptive statisich as mean, standard deviations,
minimum and maximum values, kurtosis and skewn&ssgression and correlation
analysis was applied to show the relationship betweariables. Various tables, charts and
bar graphs and diagrams were used to present tadataeasy interpretation. The study
used the Sharpe Ratio to deduce the underlyingl toérthe data. The information was
then tabulated for easier analysis and recommeardalihe dependent variables were
regressed against each independent variable andesiidt was expressed in form of
regression equation. This is similar to Cui, Jond Bonds (2011) who used ordinary least
square (OLS) regression model to estimate theteffetisk sharing on the performance of

contributory funds.

Yit=Pot BrXuirtP2Xait+PaXsitt Uit

Where,

Yi: represent Sharpe Ratio analysis for mutual furiohreg t.

X1it represent value of mobile transaction at time t.

Xait represent the Treasury bill rate for the periodadrol variable

Xsit represent the amount of funds invested as con@abble. This was standardized

using logarithm to the base of 10.
i represent the mutual fund
t=2009-2013

Uii=error term
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B=Change in estimated Y when X is varied by one unit
Bo=Estimated value of Y when all variables=0

The Sharpe ratio was calculated by subtractingitikefree rate from the rate of return for

a portfolio and dividing the result by the standdediation of the portfolio returns:

Where R = Portfolio Return calculated as the s simply the sifints capital appreciation
and any income generated divided by the originabwarh of the investment

and expressed as a percentage.

R= Risk free rate measured as the 90-day Treaslimata
Op= Standard deviation of the portfolio returns

The Sharpe ratio confirms whether a portfolio'sumet are due to smart investment
decisions or a result of excess risk. Although poefolio or fund can reap higher returns
than its peers, it is only a good investment ifsiadnigher returns do not come with too
much additional risk. The greater a portfolio's Plearatio, the better its risk-adjusted
performance has been. That is, the better itsnetbave been relative to the amount of
investment risk it has taken. A negative Sharpie iatlicates that a risk-less asset would

perform better than the security being analyzed.
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CHAPTER FOUR

DATA ANALYSIS AND DISCUSSIONS

4.1 Introduction

This section presents an outcome of findings ofrésearch. The research objective was
to establish the relationship between mutual funtncial performance and the number
of mobile phone transactions in Kenya. The data ammalyzed to generate descriptive

statistics as described in this chapter.

Out of the sixty two fund operator regulated by @MA, only twenty use the mobile fund
transfer in their system. Questionnaires were itisted for this study and only fifteen
validly completed questionnaires were returnedraggnting a response rate of 75 per
cent. This response rate was fair and conforms ugevida (1999) who stipulated that a
response rate of 50% is adequate for analysis gatting, a rate of 60% is good and a

rate of 70% and over is excellent.

4.2 Descriptive Analysis

Table 4.1 gives the summary statistics of the manmbles that have been included in the
model including: minimum, maximum, mean, standagdiation, skewness and kurtosis.
The data analyzed are: Sharpe Ratio, number oflextthinsactions, treasury bill rate, and

amount of mutual funds investment.
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Table 4.1: Descriptive Statistics

[72]
2 S 5 &
i g S5 | £
E— i_J n n X g > 8
83 8§85 |8= Z 83
z =EEX |£E® £
Mean -0.012 371.220 8.801 904,669.1 8.474
Standard Deviation 1.268 752.728 2.453| 1,397,665.9 0.688
Minimum -3.165 1.000 4.490 15,779.5| 7.198
Maximum 2.211 3,402 11.710| 6,134,120.0 9.788
Skewness -0.229 2.750 -0.601 2.1| 0.137
Kurtosis 0.165 7.404 -0.580 41| -0.851
1st Quartile -0.466 11.000 8.390 105,814.21 8.023
2nd Quartile -0.144 46.000 8.410 270,640.3 8.432
3rd Quartile 0.464 296.500 10.825 925,881.6) 8.966

The results show that Sharpe Ratio had a mean.@120with a minimum of -3.165, a

maximum of 2.211 and standard deviation of 1.26&is Tdepicts that on average, the
mutual funds had a negative sharpe ratio; thatis&-adjusted performance. Thus, on
average, the fund portfolio's returns were not tusmart investment decisions but as a
result of excess risk. However, some funds (att laaguarter) made returns beyond risk
given a third quartile value of 0.464. The retumsre mixed and high varied owing

standard deviation value which was higher thamtlkean value. Maximum value of 2.211
shows that some funds experienced very high reti8harpe Ratio had skewness of -

0.229 and kurtosis of 0.165. This depicts a neghtiskewed and flat peaked distribution.

25



Value of mobile transactions had a mean of 371.28@imum of 1, maximum of 3,402
and a standard deviation value of 752.7. This shbatson average, the mutual funds had
371.2 mobile transactions in a year. Some fundselvewhad as many as 3,402 annually
mobile transactions while others as few as 1. Thexg less variability in the number of
mobile transactions from one mutual fund or oneqoeto the next given a standard
deviation value of 752.7 Number of mobile transawsi had skewness of 2.75 and
kurtosis of 7.404. This points to positively skevaadl highly peaked distribution. At least

half of the funds had 46 mobile transactions wiais than a quarter had 296 transactions.

Treasury bill rate had a mean of 8.801, minimumM.dB, maximum of 11.71 and standard
deviation value of 2.45. Thus, on average Treasiliyrate was 8.8 with a moderate

variability. In more than 75% of the period undtrdy, the rate was above 8.3. However,
in some periods, the T-bill was as low as 4.5. Suegabill rate had skewness of -0.601and

kurtosis of -0.580. This depicts a negatively skehard flat peaked distribution.

Amount of invested mutual fund had a mean of 9Q8,G&inimum of 15,779 and
maximum of 6,134,120. The descriptive statistiasvshthat on average, Ksh904,669 was
invested. However, this figure was as low as Kshia%,in some mutual funds. Standard
deviation value of 1,397,665 show high variability the amount of mutual funds
invested. Skewness of 2.1 and kurtosis of 4.1 deumsitively skewed and flat peaked

distribution.

4.3 Correlation Analysis

After the descriptive analysis, the study condudedrson correlation analysis to indicate

a linear association between the predicted andaeapbry variables or among the latter.
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It, thus, help in determining the strengths of agg®mn in the model, that is, which
variable best explained the relationship betweerbil@otransactions and financial
performance as measured Sharpe Ratio. It also chéfpeeciding which variable(s) to

drop from the equation given low linear relatioqsbr multicollinearity.

Table 4.2: Correlation Analysis

Variables Sharpe Mobile Bill Investment
Sharpe Ratio Correlation 1
Sig
Mobile Correlation .593** 1
Transactions Sig. 000
Treasury Bill Correlation  .861* -.235 1
Sig. .023 .066
Investment  Correlation  -.619* -.404 121 1
Amount Sig. 032 071 350

** Correlation is significant at the 0.01 level-{@iled); *. Correlation is significant at the
0.05 level (2-tailed).

From the Table 4.2, it can be deduced that therg avgood, positive and significant
correlation between Sharpe Ratio and Mobile Traimwa given correlation value (R) of
0.593 at p < .001. The results presents a goodtiygsand significant relationship
between Treasury bill and investment returns assared by Sharpe ratio (R = 0.861; p =
.023). However, there was a good, significant begative correlation between Sharpe

ratio and Investment Amount (R =-.619; p =.032).
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4.4 Regression Analysis

The linear regression method used for this study tha least square method. This was
used to determine the line of best fit for the mdbeough minimizing the sum of squares
of the distances from the points to the line oftBésThe regression analysis will utilize

the following equation:

Y = Bo+ PiX1+ PaXo+ BaXz+ e

Where, Yrepresent Sharpe Ratio; ¥epresent number of mobile transactionyepresent
the treasury bill rate, 2¢tepresent the amount of funds invest&gis regression constant,

1 to B3 are regression coefficients.

Table 4.3: Model Summary

R R Square Adjusted R| Std. Error of | Durbin-
Square the Estimate | Watson
630 397 316 1744325 2.096

a. Predictors: (Constant), Number of Mobile Tratisas, Treasury Bill Rate, and
Amount of Funds Invested
b. Dependent Variable: Sharpe Ratio

The model goodness of fit statistics shows thatrégeession model was good owing to
lack of serial autocorrelation as the Durbin Watsalue was 2.096. This depict that there
is no autocorrelation in the data. The model haGoarelation value of 0.630 which
depicts good linear relationship between predieted explanatory variables. The model
was also moderately strong owing to R-square vahig3.397 which was adjusted for
errors to 0.316. This depicts that the independaniables explains only 31.6% of the

changes in financial performance as measured bgp8iRatio.
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Table 4.4: Analysis of Variance

Sum of | df Mean F Sig.
Squares Square
Regression 12.471 3 5.9828 4.178 .015
Residual 82.882 54 1.432
Total 95.353 57

a. Predictors: (Constant), Number of Mobile Tratisas, Treasury Bill Rate, and
Amount of Funds Invested

b. Dependent Variable: Sharpe Ratio

Table 4.4 shows that the model was significant gwio F-test value of 4.178 at

significance value of 0.015 (p < .05). Belle (2088&ted that insignificant F-significance

indicates weak regression model as means of thepgr@independent and dependent

variables) are equal. Thus, the study’s regressiodel was good.

Table 4.5: Regression Coefficients

Unstandardized | Standardized Sig. | Collinearity
Coefficients Coefficients Statistics
B Std. Beta Tolerance| VIF
Error
(Constant) 1.1081 0.701 1.808.078
Mobile Transactions| 0.0720 .951 0.054 3.76Q14 | .751 1.332
Treasury Bill Rate 0.3103 .218 0.265 3.62826 | .445 2.250
Funds Invested 1.044), .503 0.921 3.42019 | .384 2.603

a. Dependent Variable: Sharpe Ratio

From the Table above, the following regression &qoavas established:
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Sharpe = 1.1081+ 0.0720Mobile Transactions + 0.Bi€8sury Bill Rate + 1.044Funds

Invested p=.015

From the model, when other factors (Mobile Transast Treasury Bill Rate, Funds
Invested) are at zero, the financial performandeafe Ratio) will be 1.1081. Holding
mobile transactions and Treasury bill rate constanunit increase in mutual funds

invested would lead to 1.044 increases in mutuadi$ufinancial performance.

Holding other factors (Treasury Bill Rate, Fundsdsted) constant, a unit increase in
Mobile Transactions would lead to a 0. 0720 inceeas Sharpe Ratio. Furthermore,
holding Mobile Transactions and Funds Invested t@orisa unit increase in Treasury Bill
Rate would lead to a 0.3103 increase in mutualgufidancial performance as measured

by Sharpe ratio.

Variance Inflation Factors (VIF) shows that theselack of collinearity amongst the
independent variables as the VIF values were belovcritical value of 10: Mobile
Transactions (1.332), Treasury Bill Rate (2.250) Bnnds Invested (2.603). As stated by
Studenmund (2006), the variance (the square otgtienate's standard deviation) of an
estimated regression coefficient is increased Isecaf collinearity. This depicts lack of

collinearity problems in the model.

4.5 Summary and Interpretation of Findings

Sharpe ratio was used to measure the excess (etuigk premium) per unit of deviation
in an investment asset or a trading strategy, &lyiceferred to as risk. The study

established returns as high as 2.21 and high strdiviation of 1.26 compared to a
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mean of -0.012. Through the data analysis, it ipaggnt that mutual funds perform
differently due to an array of diverse reasons. &oyears accommodate positive
performance while others encompass significant leskls. The higher a fund's Sharpe
ratio, the better its returns have been relativihéoamount of investment risk it has taken.
The higher a fund's standard deviation, the higherfund's returns need to be to earn a
high Sharpe ratio. Conversely, funds with lowemdtad deviations can sport a higher
Sharpe ratio if they have consistently decent nstuHowever, even though a higher
Sharpe ratio indicates a better historical riskiatdjd performance, this doesn't necessarily
translate to a lower-volatility fund; fund's ris&furn relationship is more proportional or

optimal. The high Sharpe ratio depicted the furetseb risk-adjusted performance.

The established negative Sharpe ratio indicatdsathiak-less asset would perform better
than the mutual funds. According to the regressinalysis above, money market funds
are the most responsive to changes in number oflenmansactions. Since money market
funds accommodate cross-sectional investors, thegive the most number of mobile
transactions. Moreover, the other mutual fundsirecgignificant investments that require
direct bank deposits as opposed to mobile moneysfiees. In Kenya, mobile transfers
have a limit of Ksh. 70,000 hence lock out numerougestors who wish to deposit
significant funds to their desired companies. As th not enough, mobile transfers are a
recent development in this part of sub-SaharancAfrUnlike western nations, or Europe
countries, Kenya envisaged money transfers throughile phones in 2008 through M-

pesa.

Although the country is developing towards the agsdirection, the technology is new to
the entire populace. In the same period, the wadd facing grave afflictions from the
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2008 Global Financial Crisis. After the devastatgigbal effects, 2011 gave rise to yet
another atrocity dubbed the European Financialirighis implies that the global arena
has not been conducive for local, regional, andalonvestors. However, through the
money market regression analysis from all companies evident that the country is
warming up to mobile money transfers that will reida mutual funds financial

performance in the future.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter presents summary of the main findegd conclusions based on research
conducted. The purpose of these conclusions isldoeas the research objectives. After
addressing each research objective, the recommenslatill suggest the relevant actions

to resolve all the addressed issues.

5.2 Summary

Similar to other studies, this research has ungedeformidable relationship between
mobile transactions and the financial performantenatual funds. Through the data
analysis section, it is apparent that money marfketds receive the most mobile
transactions than any other mutual funds. Thissabbse mobile transfers restrict users to
a defined limit of Ksh70,000 a day. While money kedr funds accommodate all
investors, other funds require significant investisdahat require direct deposits since the
mobile transaction cannot handle such amounts. Memnvehe research notes that the
country is responsive to the technology and inésat looming overhaul in the financial

performance of mutual funds in the coming days.

One of the important findings of this study is thatd size is positively associated with
higher performance. Larger funds (as shown by theested amount) perform better

suggesting the presence of significant economissailt in the mutual fund industry. This
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finding is consistent among funds. Treasury bilss positively related with fund

performance indicating that higher rate tend tal feabetter performance.

5.3 Conclusion

Mutual funds are one of the most highly growingdarats in financial services market.
Mutual funds are suitable for all types of investiom risk adverse to risk bearer. Mutual
funds have many options of return, risk free retwonstant return, market associated
return. Mobile transactions play a significant role determining the financial
performance of mutual funds. In Kenya, money marketds accommodate cross-
sectional investors; hence, they receive the masnber of mobile transactions.
Moreover, the other mutual funds require signiftcawestments that require direct bank
deposits as opposed to mobile money transfers. IMatansfers in Kenya have a Ksh.
70,000 threshold hence lock out numerous investbswish to deposit significant funds
to their desired companies. According to the redeais trajectory, the country’s
investment climate is conducive to accommodateifstignt payments through mobile
transactions. Once the concerned bodies redesggouttent impediment, all funds will

experience a change in their financial performance.

The primary factor affecting mutual fund performans the change in the value of its
holdings. In general, share prices rise when thekebas up, and mutual funds follow.

Since the fund is diversified through many invesitagin some cases, more than 100),
fund shares aren't as volatile as the prices a¥itgal stocks. If the fund manager has
selected his investments carefully, the fund shdwddt the market averages — although

most stock funds, in fact, do not. Cautious funchaggers who park a higher percentage of
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their assets in cash offer a less risky environf@ninvestors; for that reason, it's good to

know the cash ratio of any mutual fund you areagageng.

5.4 Recommendations

It is vital for CMA to lobby for increased amourttsrough mobile transactions. Such a
change will go a long way in convincing investomsather funds to use M-pesa among
other mobile platforms in the country. The amendnweill resolve the current problem

that ails other mutual funds hence ensure thantdoly plays a focal role in determining
their performance. Through the ever-dynamic teldgical advancements, users will
have to adjust to a condition, which requires antiphe to unravel. Kenyan mobile phone
users are yet to clock half the country’s populatids the government continues to
combat mass poverty among other inhibitions, mutwatls operators have to demystify
mobile phone usage in the country. After amendimg turrent legislation curtailing

mobile money transfers, and sensitizing the Kerp@pulation on advantages of adopting

technology, mutual funds will experienced a drashiange in terms of performance.

Besides, Mutual Fund is subject to market risk)yaiag particular fund required study of
the historical return of funds, risk measuremetibsato evaluate fund. Besides, for high
return investors need to invest in diversified fsiras different types of funds performed
differently. For moderate risk and return, investghould invest in balance funds, for

assure return invest in debt and liquid funds.

5.4 Limitation of the Research

Mobile technology is a recent endeavor that seeksetlefine the communications

platform. Most consumers are yet to come to teritis mumerous adjustments emanating
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from mobile telephony. Since consumers are yet#mljust, companies are taking time
before implementing necessary changes that requitgile phone usage. In developing
countries like Kenya, the government is yet to esdosalient regulatory measures to
combat unsuspecting consumers from exploitationgh Whe rampant adjustments in
Kenya, consumers as well as service providers mmmtetaken full advantage of the
resource. As most companies redevelop their blogprothers still rely on the

conventional procedures and practices. Data aviijals another inalienable limitation

inherent in the Kenyan market. Since most compaares on the verge of growth,
competition is at its prime level. Companies femclbsing intricate information hence

curtailed the research endeavor.

Besides, market risk to the mutual funds returnghinioe linked to world events. Thus, the
interdependence negates the wisdom in limiting fibetors affecting mutual funds’
financial performance only to Kenya’s macroeconomadables. For example, rising oill
prices and terrorism might make investors more ipessc about the near term future
thus affect returns to the mutual funds. If thedius concentrated in a single sector, the
performance of stocks in this particular family,daspecific economic factors, are the
main drivers on fund price. Funds that hold foreggacks, for example, will improve
when the dollar weakens, simply because overseaseshbecome more valuable.
Consumer stocks respond to the general state @citveomy, while energy funds invested
in oil and gas do well when crude oil prices arelmrise. Bond funds will perform well
when interest rates fall and bond prices rise. id&ss use a large sample, contrary to the
majority of previous studies that used nationald&jmmight not account for heterogeneity

in fund size.
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5.5 Suggestion for Further Research

Further research should concentrate on how the rgment, service providers, and
corporate bodies sensitize the masses on the rfeswlule phone-based transactions.
Such endeavors would go a long way in assistingthuntry attain notable milestones in
the business sector. Also further research shdwddlcon the effect of mobile platform in

preventing fraud cases in the financial sectors.
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APPENDICES

Appendix I: Letter Of Introduction

Dear Respondent,

REQUEST FOR RESEARCH DATA

| am aMaster of Business Administration student at the University of Nairobi. | am
required to submit as part of my course work asseng a research project reporttbe
effect of mobile transactions on the financial pedrmance of mutual funds in Kenya.

I am kindly requesting you to assist me in thisdgtby filling the attached Data

Collection Form to the best of your ability aspipéies to your institution.

Please be assured that the information you prowilebe used solely for academic

purposes and all responses will remain confidential

Thank you very much for your time.

John Raymond Akoko,

Researcher
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Appendix Il: Data Collection Form

Mutual FUNG: ..

Data 2009| 2010 2011 2012 2013

Total mutual fund (Sharpe
Ratio)

Total Number of mobile

transaction

Treasury bill rate

Amount of Funds Invested

Logarithm of Funds Invested
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Appendix Ill: Data

Year | o 5 0 | =

S g 5|8 | -

L x = - o e

= ® g |5 Eg =

T o ot L 0n | @ N S~ <

£5 S c85|8 |z288 |2

Sz 7 Z3F | F =<2 S
2009 | Old Mutual Equity Fund -0.32918 134 8.39  3,938.80| 9.523
2009 | OIld Mutual Money Market-0.503 139 8.39 | 3,460,278.69.5391

Fund
2009 | Old Mutual Balanced Fund -0.37557 32 8.39 4&uza7 | 8.904
2009 | Old Mutual East Africa Fund -0.18018 1 8.39 ,778.50 7.198(
2009 | Old Mutual Bond Fund -0.11937 4 8.39  96,687.217.985
2009 | Zimele Balanced Fund -0.70381 36 8.39  393%72] 8.595
2009 | Zimele Money Market Fund -0.11171 11 8.30 94126 | 8.060
2010 | ICEA Equity Fund 2.14403215 4.49 | 264,233.00| 8.421
2010 | ICEA Growth Fund 2.211258 4.49 149,127.89 | 8.173
2010 | ICEA Money Market Fund 1.95710%2 4.49 1,089,526.809.037
2010 | ICEA Bond Fund -0.74199 3 4.49 51,477.84 7.71
2010 | Old Mutual Equity Fund 0.32359279 4.49 | 3,895,762.379.590
2010 | Old Mutual Money Market-0.17913| 261 449 | 3,647,653.96.562

Fund
2010 | Old Mutual Balanced Fund 0.0598533 4.49 | 880,722.04| 8.944
2010 | Old Mutual East Africa Fund 1.983632 449 | 31,716.32 7.501
2010 | Old Mutual Bond Fund 1.7753386 449 | 225,748.73| 8.353
2010 | Zimele Balanced Fund -1.49086 529 449  3564623| 8.55
2010 | Zimele Money Market Fund 2.0994p454 4.49 306,284.80| 8.486
2011 | ICEA Equity Fund -0.15918 20 9.94 270,640.31 .438
2011 | ICEA Growth Fund -0.29705 10 9.94 131,728.81.119
2011 | ICEA Money Market Fund -0.61999 68 9.94 902,92 | 8.955
2011 | ICEA Bond Fund -1.13272 4 9.94 49,198.07 7.691
2011 | Old Mutual Equity Fund -2.14894 314 9.94  2,684.00| 9.319
2011| OIld Mutual Money Market-0.25262| 572 9.94 | 3,800,354.p0.579

Fund
2011 | Old Mutual Balanced Fund -2.1585 80 9.94 R@ | 8.723
2011 | Old Mutual East Africa Fund -0.42865 4 9.94 ,028.00 7.447
2011 | Old Mutual Bond Fund -0.79586 18 9.94  118069.| 8.072
2011 | Zimele Balanced Fund -3.16583 1,227 994 WG | 8.40
2011 | Zimele Money Market Fund -0.14065 1,460 9.94 99,211.38 | 8.476
2012 | CIC Money Market Fund 1.77471986 11.71| 1,709,975.019.239
2012 | CIC Balanced Fund 1.7385P8&3 11.71| 117,736.49| 8.070
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2012 | CIC Fixed Income Fund 1.503598 11.71 | 25,264.34 7.4072
2012 | CIC Equity Fund 1.886428B 11.71 | 75,750.68 7.879
2012 | ICEA Equity Fund 1.18335646 11.71| 413,822.90| 8.6168
2012 | ICEA Growth Fund 0.28429419 11.71| 168,118.89| 8.22%
2012 | ICEA Money Market Fund -0.07491 106 11.y1 849,34 | 8.977
2012 | ICEA Bond Fund -2.57107 4 11.71 38,998.64 .59
2012 | Old Mutual Equity Fund -0.88349 343 11.71 9,384.00| 9.252
2012 | OIld Mutual Money Market1.979739 1,032 11.71| 5,377,897.0®.730
Fund
2012 | Old Mutual Balanced Fund -0.97943 88 1171 ,3&¥00 | 8.660
2012 | Old Mutual East Africa Fund -0.34049 5 11.715,920.00 7.417
2012 | Old Mutual Bond Fund -0.38033 18 11.71 964036. | 7.984
2012 | Zimele Balanced Fund -2.5739 2,158 1171 Y653 8.291
2012 | Zimele Money Market Fund -0.14367 3,230 11/7292,401.32 | 8.465
2013 | CIC Money Market Fund 0.11952332 8.41 2,537,921.959.404
2013 | CIC Balanced Fund 0.037738%9 8.41 143,854.88| 8.157
2013 | CIC Fixed Income Fund -0.22582 3 8.41 25812, | 7.403
2013 | CIC Equity Fund 0.87354417 8.41 131,145.57| 8.117%
2013 | ICEA Equity Fund 1.08077%7 8.41 616,794.77 | 8.79(
2013 | ICEA Growth Fund 0.5580427 8.41 245,667.60| 8.39
2013 | ICEA Money Market Fund 0.11223 117 8.41 1,09G3,64| 9.03
2013 | ICEA Bond Fund -0.24672 4 8.41 41,187.89 7.1
2013 | Old Mutual Equity Fund 0.17311697 8.41 2,018,976.009.30
2013 | Old Mutual Money Market0.338028| 2,116 8.41 6,134,120.00.787
Fund
2013 | Old Mutual Balanced Fund 0.37093184 8.41 534,035.00| 8.77
2013 | Old Mutual East Africa Fund  0.2336091 8.41 30,950.00 7.49
2013 | Old Mutual Bond Fund -0.2566 30 8.41 87,113.007.940
2013 | Zimele Balanced Fund -2.66572 1,791 8.41 DY 8.17
2013 | Zimele Money Market Fund -0.14949 3,402 8.41 84,283.18 | 8.45
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Appendix 1V: List Of Fund Operators

1 | African Alliance Kenya Shilling Fund.

W

2CIC Equity Fund

2 | African Alliance Kenya Fixed Income Fund.

B®ladison Asset Equity Fund

3 | African Alliance Kenya Managed Fund.

B#1adison Asset Balanced Fund

4 | African Alliance Kenya Equity Fund.

39Madison Asset Money Market Fund

5 | British-American Money Market Fund.

3vadison Asset Treasury Bill Fund

6 | British-American Income Fund.

3M™Madison Asset Bond Fund.

7 | British-American Balanced Fund.

3®yer and Blair Diversified Fund

8 | British-American Managed Retirement Fund.

Iyer and Blair Bond Fund

9 | British-American Equity Fund.

40Dyer and Blair Money Market Fund

10| Stanbic Money Market Fund.

N

IDyer and Blair Equity Fund

11 | Stanbic Fixed Income Fund.

42Amana Money Market Fund

12 | Stanbic Managed Prudential Fund.

48mana Balanced Fund

13 | Stanbic Equity Fund

44 Amana Growth Fund

14 | Stanbic Balanced Fund

N

IDiaspora Money Market Fund

15| Commercial Bank of Africa Money Marke#6 | Diaspora Bond Fund

Fund.

16 | Commercial Bank of Africa Equity Fund.

N

I'Diaspora Equity Fund

17 | Zimele Balanced Fund

D

BFirst Ethical Opportunities Fund

18| Zimele Money Market Fund

49GenCapHazina Fund

19 | Suntra Money Market Fund

50GenCapEneza Fund

20 | Suntra Equity Fund

51 GenCapHela Fund

21| Suntra Balanced Fund

ol

ZenCaplman Fund

22 | ICEA Money Market Fund

53 GencapHisa Fund
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23| ICEA Equity Fund 54 UAP Money Market Fund

24 | ICEA Growth Fund 55 UAP High Yield Bond Fund

25| ICEA Bond Fund 56 UAP Enhanced Income Fund
26 | Standard Investment Equity Growth Fund 3JAP Dividend Maximizer Fund
27 | Standard Investment Fixed Income Fund 8d Mutual Equity Fund.

28| Standard Investment Balanced Fund 89d Mutual Money Market Fund.
29 | CIC Money Market Fund 600Id Mutual Balanced Fund.

30| CIC Balanced Fund 61LOld Mutual East Africa Fund.
31| CIC Fixed Income Fund 6pOId Mutual Bond Fund
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