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housing, education, and food security. As a
result of the fiscal budget constraints accrued
in recent years, the government has become a
limited source of infrastructure funding.
The assets under management for Kenyan
pension sector has grown significantly from
80 billion shillings in early 2000 to KES 1.47
trillion at the end of June 2021. According
to the Retirement Benefits Authority (RBA)
industry report for June 2021, schemes have
continued to invest heavily in government
securities and quoted equities, accounting for
44.12% and 16.74% of the total assets under
management respectively.
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Investing in Infrastructure
The infrastructure asset class is broadly categorized into economic and social infrastructure. The
economic aspect incorporates commerce-supporting assets e.g. toll roads, power stations, airports,
bridges, etc. in which a fee is typically charged. The social aspect, on the other hand, includes but
is not limited to public healthcare, education and social housing and is mainly financed through
public/private partnerships.

Why Pension Schemes should Invest in Infrastructure
The Infrastructure asset class has very unique characteristics that are suitable to schemes and
help achieve the goal of offering a decent retirement income to its members. Some of the reasons
schemes should invest in infrastructure include:
1.

Competitive returns- Infrastructure offers a reliable stream of liquidity for schemes due to
non-market competition.

2. Diversification- Infrastructure is a unique asset class whose return has a low correlation to
other asset classes
3. Long term investment time horizon- this asset class allows the pension scheme to match
their long term liabilities with a long term asset
4. Low volatility- Infrastructure is an essential service and therefore minimally affected by
economic cycles
5. Inflation-linked return- the rate charged for usage (e.g toll stations) are typically linked to		
inflation and in the long run, protect the real return.
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Challenges Facing Infrastructure
Investing
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(KEPFIC) was conceptualized and officially
launched on 21st October 2020. KEPFIC is a
consortium of Kenyan retirement benefits
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funds that have come together to make
long-term
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and

alternative

asset investments in the region. To do this,
KEPFIC aims to identify suitable infrastructure
opportunities, pool investment capital from
local pension funds and co-investors, and
build the technical and investment capacity
of its member funds, to enable them to make
informed infrastructure investment decisions.
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Call to Action
Recently,

the

Kenyan

government

has

increased borrowing to fund infrastructure
leaving the country with high debt levels.
Pension schemes account for approximately
30% of this debt through bills and bonds. The
government has since shown it understands
the key role that pension schemes can play. To
support capital flows from pension schemes,
the Retirement Benefits Authority (RBA)
introduced two asset classes as investment
options for pension schemes; Exchange
Traded Funds (ETFs) and Public Private
Partnership Debt instruments (PPPs).
Formerly,

pension

infrastructure

was

schemes
only

exposure

through

to

listed

companies, Real Estate Portfolios or Private
Equity Funds. This introduction allows a 10.0%
allocation of assets under management in
PPPs to invest in Debt instruments for the
financing

of

infrastructure

or

affordable

housing projects. This potentially unlocks
over KES 100 billion, as the industry had
assets under management of KES 1.47 trillion
as at the end of June 2021. As the need for
investment in infrastructure grows, pension
schemes can be part of the solution by moving
into the available alternative asset classes.
Through investment in infrastructure, trustees
would give schemes a chance to invest in the
real Kenyan economy and leave behind their
legacy.

Page 5

Pensions Research Team,
Actuarial Services E.A Limited
26th Floor, UAP Old Mutual Tower,
Upper Hill Road, Upper Hill
P.O Box 10472-00100
NAIROBI, KENYA
Tel: 0708710028/0786710028
Email: pensions_team@actserv.co.ke
Website: www.actserv.co.ke

This educational material is strictly confidential to and solely for the use of the
recipient and may not be reproduced or circulated without Actuarial Services
(E.A) Limited prior consent.

© ACTSERV (E.A)Ltd

