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MONEY MARKET ANALYSIS

Liquidity conditions in the money market kicked off the year on a stable note with the average lending rate
remaining relatively unchanged at 11.1%. Similarly, interbank volumes surged by more than half, recording a

52.3% jump to KES 34.58bn from KES 22.72bn, alongside a 15.0% increase in transaction count.

The table below summarizes the market liquidity indicators:

Interbank Deals 40.00 46.00 15.00%
Inter- Bank volumes (KES bn) 22.71 34.58 52.28%
Inter - Bank Rates (bps) 11.1% 11.1% 7.26

In its open market operations, the Central Bank of Kenya mopped up over KES 60bn from the interbank market,
with offers being oversubscribed cumulatively. The trades were executed at an average rate of 11.2%, closely
aligned with the benchmark rate.

That said, the weighted average interbank rate has remained closely aligned with the Central Bank Rate (CBR).
Actual highs and lows have stayed firmly within the interest rate corridor, underscoring a stable and responsive
monetary policy environment.

See the chart below;
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GOVERNMENT SECURITIES MARKET

T-bills

This week, demand for Treasury bills bounced back after a month of subdued interest, likely influenced by the
festive season. The overall subscription rate surged to 138.1%, from 65.4% the previous week, with the 91-day
paper driving the momentum, contributing 40.2% of the total bids. Total bids amounted to KES 33.14bn, with
the fiscal agent accepting 73.8% of the submissions.

Yields on accepted bids trended lower overall but at a more gradual pace compared to the pre-December 2024
period when Treasury bills had enjoyed heightened demand for nearly three months. The 91-day paper, whose
yield dipped to single digits mid-December, closed the week at 9.59% (-23.28bps). Meanwhile, the 182-day
paper edged down slightly to 10.03% (-0.06bps), and the 364-day paper eased to 11.33% (-3.6%bps).

See the summary below;

13-Jan-25 91-da¥ 182-da 364-day Totals
14-Apr-2 14-Jul-2 12-Jan-26

Amount offered 4,00 10.00 10.00 24.00

Bids received 13.32 9.71 10.11 33.14

Subscription rate (%) 333.1% 97.1% 101.1% 138.1%

Acceptance rate (%) 70.7% 99.7% 52.9% 73.8%

Of which: Competitive Bids 0.11 6.79 431 11.22

Non-competitive bids 9.31 2.89 1.04 13.24

Rollover/Redemptions 6.25 9.76 2.78 18.78

Weighted Average Rate of Accepted 9.59% 10.03% 11.33%

Bids

Inflation 3.0% 3.0% 3.0%

T-Bonds

In the primary bond market, the fiscal agent is still seeking KES 30.0bn through two reopened bonds; FXD1/2018/15,
and FXD1/2022/25. The bonds have coupon rates of 12.65% and 14.19% for FXD1/2018/15 and FXD1/2022/25,
respectively. Both papers align with a normal yield curve structure, with the longer-tenor FXD1/2022/25 offering a higher
yield, consistent with its extended maturity profile.

See a summary of the offer below;

Bond Auctioned Maturity Date Effective Tenor Amount Offered Sale Period
FXD1/2018/15 09-May-33 84 30.0 12.65% Up to 15th January

2025
FXD1/2022/25 23-Sep-47 228 14.19%




Outstanding Debt Maturities (T-Bills and T-Bonds):

As of this week, the Government's outstanding T-Bill and T-Bond maturities for the next 12 months are valued
at KES 775.92bn and KES 432.51bn, respectively. Including coupon payments, the total maturity profile is
approximately KES 1.83tn, as outlined below;

Domestic Debt Maturities (KES bn)
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The government is ahead of the borrowing curve by 4.2% of its domestic borrowing target for FY24/25, with
current borrowing totaling KES 425.37bn, against the target of KES 408.41bn. Excluding T-bills, domestic
borrowing is 24.5% above the prorated target and accounts for 69.4% of the overall target. See the chart below;

Domestic Borrowing (KES bn)
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Yield Curve

Theyield curve reflects appropriately priced risks, with long-term yields outpacing those of short- and medium-
term papers. Although some medium-term papers have yet to fully adjust, rates are expected to gradually align
with a normalized curve.

Week-on-week, yields on government securities recorded an average decline of 0.38bps, with the decline
weighed down by a 45bps increase in yields for securities with an effective tenor of 8 years.
Below is a visual representation;
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The International Front

Kenyan Eurobonds

This week, Kenyan Eurobond yields registered a uniform decline across the medium to long-term spectrum of
the curve. Below is a summary of the performance;

31-Dec-24 8.5% 9.1% 10.1% 10.1% 10.1% 10.3%
2-Jan-25 8.5% 9.1% 10.1% 10.1% 10.1% 10.3%
6-Jan-25 8.3% 8.9% 9.8% 9.8% 9.8% 10.0%
7-Jan-25 8.3% 8.8% 9.7% 9.7% 9.7% 10.0%
8-Jan-25 8.4% 8.8% 9.8% 9.8% 9.8% 10.0%
9-Jan-25 8.3% 8.8% 9.8% 9.7% 9.8% 10.0%

Source: Central Bank of Kenya (CBK), Table: SIB

Currency Performance

In the foreign exchange market, the Kenyan shilling registered a slight depreciation of 0.2% against the US
dollar, mirroring a 0.3% strengthening of the USD Index. However, the shilling appreciated against other major
currencies, with the most notable gain observed against the Tanzanian shilling (TZS), likely driven by volatile
investor sentiment in the absence of significant market developments.

See the table below;




USD/KES 129.3 129.3 129.5 (0.2%) (0.1%)
EUR/KES 134.3 1334 1333 0.1% 0.8%
KES/UGX 284 284 28.6 0.5% 0.6%
GBP/KES 162.3 160.4 159.1 0.8% 1.9%
JPY/KES 821 825 81.7 0.9% 0.5%
TZS/KES 19.0 18.8 19.4 2.9% 2.1%

Abb: GBP - British Pound, EUR - Euro, USD - US Dollar, UGX - Ugandan Shilling, TZS - Tanzanian Shilling, JPY - Japanese Yen | FX rate is determined by
calculating the weighted average rate of recorded spot trades in the interbank market

Kenya's foreign exchange reserves nudged down slightly by 0.2% to USD 9.18bn, covering a healthy 4.7 months
of imports, from USD 9.20bn, last week.

See below the evolution of forex reserves;

Changes in Forex Reserves
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MARKET NEWS

a) Private sector conditions dangle precariously, despite Falling Consumer Prices

According to Stanbic Bank Kenya's PMI survey, business activity in the private sector remained relatively
stable in December, with the index at 50.6, slightly down from 50.9 in November 2024. Although higher than
December 2023's figure, the performance still falls below the historical December averages. This suggests a
precarious equilibrium, with any sudden pressures posing a significant downside risk. On a positive note, the
sector maintained this level of stability throughout the third quarter of 2024, supported by subdued inflation
and exchange rate stability.

See the chart below;

December Purchasing Manager's Index
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*The headline figure derived from the survey is the Purchasing Managers’ Index™ (PMI). Readings above 50.0 signal an improvement in business conditions
on the previous month, while readings below 50.0 show a deterioration.

The marginal growth was driven by increased output, signaling higher demand and marking the first full quarter
of output expansion since late 2021. There was also a slight rise in new orders, following a modest improvement
in consumer purchasing power. Employment remained stable, with hiring in the agriculture sector offsetting
declines in other sectors covered by the survey.

On the downside, rising input costs prompted firms to raise selling prices at the fastest pace since December
2023, as businesses worked to protect their margins. Looking ahead, private sector confidence remains low,
with only 5% of surveyed firms expressing optimism about future output growth. This cautious outlook reflects
ongoing economic challenges and shrinking inventories, as businesses focus on managing costs effectively.

However, the modest growth offers little reassurance, as even a minor adverse event or trend could push the
index into negative territory. Moreover, the drivers behind the slight positive outcome appear fragile at best
and susceptible to reversal. This underscores the need for proactive measures to bolster sector performance,
particularly in manufacturing and agriculture, which individually constitute a substantial share of the economy.
Persistent weaknesses in the private sector, combined with stubborn core inflation, continue to expose
underlying inefficiencies that demand urgent resolution.

The Stanbic Bank Kenya PMI™ is compiled by S&P Global from responses to questionnaires sent to purchasing
managers in a panel of around 400 private sector companies. The panel is stratified by detailed sector and company
workforce size, based on contributions to GDP.




b. Economic Growth: 3Q24 GDP growth slows to 4.0% from 6.0% in 3Q23

The Kenya National Bureau of Statistics (KNBS) published the 3Q24 GDP Report, highlighting that the Kenyan
economy grew by 4.0% during the period. This represents a 60bps and 200bps decline compared to the 4.6%
growth in 2Q24 and 6.0% in 3Q23, respectively. It also marks the slowest quarterly growth since 4Q22. See
below a chart showing the evolution of Kenya’s GDP;

Second Quarter Growth Rates
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Growth was driven by agriculture (4.2%), real estate (5.5%), and transport & storage (5.2%), though slower than
2Q24 and 3Q23 performances, except for transport, boosted by increased light diesel consumption due to
lower prices. Construction and mining were the only sectors that reported a contraction.

See the chart below for sectoral GDP growth trends;

3Q24 Select Sectoral Performance
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The services sector remains the dominant force in the economy ¢.60% followed by the primary sector, with the
industrial sector lagging behind. This composition underscores significant growth and investment potential in
non-service sectors, which face persistent challenges such as elevated input costs. Unlocking these opportunities
will require targeted strategies to address these underlying inefficiencies and enhance competitiveness.
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Kenyan Eurobonds

Kenyan Eurobonds
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Diaspora Remittances

Diaspora Remittances (USD mn)
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Consumer Prices

Annual Inflation
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