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WEEKLY FIXED INCOME REPORT
February Inflation Ticks up to 3.5%, Driven by a Faster

Growth in Vegetable Prices

3RD MARCH 2025

“February 2025 Secondary 
Bond Turnover surge by 

59.0% m/m

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

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

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

Average Previous Week Current Week Change
Interbank Deals 41.00 29.00 (29.27%)
Inter- Bank volumes (KES bn) 19.65 14.46 (26.40%)
Inter – Bank Rates (bps) 10.66% 10.69% 3.27 
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MONEY MARKET ANALYSIS

Interbank lending took a step back this week, undoing last week’s gains as traded volumes shrank by 26.4% 
to KES 14.46bn from KES 19.65bn. Transaction counts followed suit, sliding 29.3%, alongside a 29.3% dip in 
transaction count. As liquidity tightened, banks charged each other a bit more, nudging the average lending rate 
up by 3.27bps to 10.69% from 10.66% the previous week.

The table below summarizes the market liquidity indicators:

In the month of February, interbank volumes traded declined by 38.7% and 41.3% to KES 15.94bn, from KES 
26.0bn and KES 27.14bn in February 2024 and January 2025, respectively. See below a visual chart of the 
interbank market trends;

The weighted average interbank rate has closely tracked the Central Bank Rate, underscoring the stability and 
effectiveness of the monetary policy framework. See the chart below;
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3-Mar-25 91-day
2-Jun-25

182-day
1-Sep-25

364-day
2-Mar-26

Totals

Amount offered 4.00 10.00 10.00 24.00

Bids received 17.96 6.90 11.70 36.55

Subscription rate (%) 448.9% 69.0% 117.0% 152.3%

Amount accepted 17.93 6.90 11.68 36.51

Acceptance rate (%) 99.9% 100.0% 99.9% 99.9%

Of which: Competitive Bids 2.03 5.93 9.47 17.43 

Non-competitive bids 15.90 0.97 2.21 19.08 

Rollover/Redemptions 16.26 4.78 10.15 31.19 

New Borrowing/(Net Repayment) 1.68 2.11 1.53 5.32 

Weighted Average Rate of Accepted 
Bids

8.94% 9.24% 10.50%

Inflation 3.5% 3.5% 3.5%

Real Return 5.5% 5.8% 7.0%

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

KES bn

Bond Auction Maturity Date Effective Tenor Amount Offered Coupon Bidding Estimate Sale Period

FXD1/2018/25 25-May-43 18.2 25.0 13.40% Up to 5th March 
2025

Investor appetite for Treasury bills stayed strong, with the subscription rate climbing to 152.3% from 137.3% 
last week. The spotlight was back on the 91-day paper, which had fallen out of favor in recent weeks. Investors 
poured in KES 36.55bn, and the fiscal agent took in almost the entire amount.

The renewed interest in the 91-day paper points to short-term liquidity plays—ideal for investors with near-
term but not immediate cash needs. Notably, non-competitive bids outweighed competitive ones, signaling 
waning institutional interest and nudging the weighted average rate of accepted bids lower.

Overall yields continue to dip across all tenors, with the 91- 182- and 364 – day papers settling at 8.94% 
(-1.08bps), 9.24% (-7.20bps), and 10.50% (-2.60bps), respectively.

See the summary below;

GOVERNMENT SECURITIES MARKET

T-bills

In the primary bond market, the Central Bank of Kenya is seeking to raise KES 25bn through FXD1/2018/25 which has an 
effective tenor of 18.2 years. The paper carries a coupon of 13.4% and the period of sale runs up to 5th March 2025.

See our bidding estimates in the table below;

T-Bonds

13.60% - 13.65%
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 Source: Central Bank of Kenya (CBK), Chart: SIB

Source: Central Bank of Kenya (CBK), Treasury, Chart: SIB

Nonetheless the government is ahead of its domestic borrowing curve for FY24/25 by 44.5%, having mobilized 
KES 590.16bn against a target of KES 408.41bn. Excluding Treasury bills, domestic borrowing surpasses the 
prorated target by 46.0%, currently standing at 101.1% of the overall target. 

Our expectation of a higher borrowing target remains intact as we await the approval of Supplementary Budget 
II, given persistent revenue shortfalls, rising expenditure, and the need to maintain the appearance of a stable 
fiscal position. This may not hold if actual borrowing exceeds the new projected targets.

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 at 
KES 822.46bn and KES 367.76bn, respectively. Including coupon payments, the total maturity profile is 
approximately KES 1.86tn, as outlined below;

The bond’s coupon aligns with the average return for long-term bonds, many of which the government plans 
to reopen in the second half of FY24/25. A lower tax rate compared to short- and medium-tenor bonds makes 
for a strong selling point, and with interest rates on a downward trend, bondholders could find lucrative selling 
opportunities in the secondary market.

In the secondary bond market, February saw a turnover surge of 59.0% to KES 250.11bn from KES 157.30bn. 
However, this was still 7.7% lower than February 2024, when the government issued an infrastructure bond 
that bagged the highest coupon rate among existing bonds. The strong performance can largely be credited to 
the February IFB issuances, as these remain a favorite among investors.
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Source: Nairobi Securities Exchange (NSE), Chart: SIB

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

Kenyan Eurobonds

Issuance KENINT 
05/22/2027

KENINT 
02/28/2028

KENINT 
02/16/2031

KENINT 
05/22/2032

KENINT 
01/23/2034

KENINT 
02/28/2048

Issue Date May-27 Feb-28 Feb-31 May-32 Jun-34 Feb-48

Tenor to Maturity 2.2 3.0 6.0 7.2 9.3 23.0

31-Dec-24 8.5% 9.1% 10.1% 10.1% 10.1% 10.3%

20-Feb-25 8.2% 8.6% 9.9% 9.8% 9.9% 10.2%

24-Feb-25 7.5% 8.4% 9.8% 9.8% 9.9% 10.1%

25-Feb-25 7.4% 8.4% 9.8% 9.7% 9.9% 10.1%

26-Feb-25 7.3% 8.1% 9.6% 9.5% 9.6% 10.0%

27-Feb-25 7.2% 8.0% 9.5% 9.5% 9.6% 10.0%

Weekly Change (1.0%) (0.6%) (0.4%) (0.3%) (0.3%) (0.1%)

YTD Change (1.3%) (1.0%) (0.6%) (0.6%) (0.5%) (0.2%)

The yield curve maintained its downward drift, though the short end of long-term papers saw an uptick during 
the week. Overall, the curve posted a modest 2.25bps decline week-on-week.

Below is a visual representation;

Yield Curve
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Kenyan Eurobond yields trended downward this week, with the shortest-maturity bond—slated for a full 
buyback, subject to investor sentiment—seeing the steepest drop, hitting a three-year low. Below is a summary 
of the performance;

To refinance the 2027 maturity amortized notes, an 11-year fixed coupon Eurobond was successfully issued at 
a 9.5% rate, set to fully mature in 2036 as an amortized paper. The settlement date is locked in for 5th March 
2025. Stay tuned for a detailed news report on the issuance and the planned buyback post settlement.

The International Front

Kenyan Eurobonds
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 Currencies 29 Dec 2024 Previous Week Current Week w/w Change YTD change

JPY/KES 82.1 86.2 86.3 (0.2%) (5.1%)

USD/KES 129.3 129.6 129.2 0.3% 0.1%

TZS/KES 19.0 20.0 20.1 0.3% 5.7%

KES/UGX 28.4 28.3 28.5 0.5% 0.3%

GBP/KES 162.3 164.0 162.6 0.9% (0.2%)

EUR/KES 134.3 136.0 134.2 1.3% 0.0%

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

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

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

See also a visual representation;

Currency Performance

The Kenyan shilling bounced back this week, strengthening against all tracked currency pairs except the JPY, 
which edged down 0.2%. The biggest gain came against the Euro, while the KES/USD pair rose 0.3%—this, 
despite a 0.8% uptick in the US Dollar Index. The rally was fueled by positive sentiment around the buyback 
announcement and the strong performance of the newly issued Eurobond.

See the table below;

Kenya's foreign exchange reserves dipped 2.1% to USD 9.06bn, trimming import cover to 4.6 months from 4.7 
months (USD 9.26bn) the previous week. However, a rebound is on the horizon post-settlement of the latest 
Eurobond issuance, thanks to the surplus over the buyback amount—both yet to be finalized.
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Source: Central Bank of Kenya (CBK), Chart: SIB

MARKET NEWS

The y/y uptick in headline inflation was largely fueled by rising food prices, while the transport index remained 
steady at 0.7% growth. Meanwhile, the household utilities index shrank by 0.8%, a milder contraction than 
in January, thanks to a slower decline in electricity prices—small-scale electricity costs dropped 10.7% per 
kilowatt, cushioning the overall price surge. A higher base effect also helped temper electricity price increases.

Looking ahead to H1 2025, we expect annual inflation to stay below the CBK’s midpoint target with minimal 
volatility. The base effect from high fuel and energy costs in early 2024, followed by their subsequent decline, 
should provide stability. However, food inflation remains a concern as fruit and vegetable prices continue to 
feel the impact of last year’s weather patterns. Additionally, fuel prices pose a risk, as local adjustments—tied to 
subsidies—could offset the relief from lower global prices.

February Inflation Ticks up, Driven by a Faster Growth in Vegetable Prices

In February 2025, consumer prices climbed 3.5% y/y, edging up from 3.3% in January. Core inflation held steady 
at 2.0%, while non-core inflation jumped 110bps to 8.2% from 7.1%, largely driven by a surge in vegetable 
prices. See the chart below;
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Source: Nairobi Securities Exchange (NSE)

Source: Central Bank of Kenya (CBK)

Source: Central Bank of Kenya (CBK)
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Source: Central Bank of Kenya (CBK)

7.0%

8.0%

9.0%

10.0%

11.0%

12.0%

23
-F

eb
-2

4
04

-M
ar

-2
4

14
-M

ar
-2

4
24

-M
ar

-2
4

03
-A

pr
-2

4
13

-A
pr

-2
4

23
-A

pr
-2

4
03

-M
ay

-2
4

13
-M

ay
-2

4
23

-M
ay

-2
4

02
-J

un
-2

4
12

-J
un

-2
4

22
-J

un
-2

4
02

-J
ul

-2
4

12
-J

ul
-2

4
22

-J
ul

-2
4

01
-A

ug
-2

4
11

-A
ug

-2
4

21
-A

ug
-2

4
31

-A
ug

-2
4

10
-S

ep
-2

4
20

-S
ep

-2
4

30
-S

ep
-2

4
10

-O
ct

-2
4

20
-O

ct
-2

4
30

-O
ct

-2
4

09
-N

ov
-2

4
19

-N
ov

-2
4

29
-N

ov
-2

4
09

-D
ec

-2
4

19
-D

ec
-2

4
29

-D
ec

-2
4

08
-J

an
-2

5
18

-J
an

-2
5

28
-J

an
-2

5
07

-F
eb

-2
5

17
-F

eb
-2

5
27

-F
eb

-2
5

Kenyan Eurobonds

KENINT 05/22/2027 KENINT 02/28/2028 KENINT 05/22/2032

KENINT 01/23/2034 KENINT 02/28/2048 KENINT 02/16/2031

Source: Central Bank of Kenya (CBK)

Source: Central Bank of Kenya (CBK)

Kenyan Eurobonds

Forex Reserves

Forex Reserves

0.0
1.0
2.0
3.0
4.0
5.0
6.0
7.0
8.0
9.0

10.0

27
-F
eb
-2
3

27
-M

ar
-2
3

27
-A
pr
-2
3

27
-M

ay
-2
3

27
-J
un

-2
3

27
-J
ul
-2
3

27
-A
ug
-2
3

27
-S
ep
-2
3

27
-O
ct
-2
3

27
-N
ov
-2
3

27
-D
ec
-2
3

27
-J
an
-2
4

27
-F
eb
-2
4

27
-M

ar
-2
4

27
-A
pr
-2
4

27
-M

ay
-2
4

27
-J
un

-2
4

27
-J
ul
-2
4

27
-A
ug
-2
4

27
-S
ep
-2
4

27
-O
ct
-2
4

27
-N
ov
-2
4

27
-D
ec
-2
4

27
-J
an
-2
5

27
-F
eb
-2
5

Kenya's Forex Reserves (USD bn)

Required minimum MIC Months of Import Cover (MIC) Forex Reserves (USD bns)

-10.00%

-5.00%
0.00%
5.00%

10.00%

15.00%
20.00%
25.00%

14
-F
eb
-2
4

24
-F
eb
-2
4

05
-M

ar
-2
4

15
-M

ar
-2
4

25
-M

ar
-2
4

04
-A
pr
-2
4

14
-A
pr
-2
4

24
-A
pr
-2
4

04
-M

ay
-2
4

14
-M

ay
-2
4

24
-M

ay
-2
4

03
-J
un

-2
4

13
-J
un

-2
4

23
-J
un

-2
4

03
-J
ul
-2
4

13
-J
ul
-2
4

23
-J
ul
-2
4

02
-A
ug
-2
4

12
-A
ug
-2
4

22
-A
ug
-2
4

01
-S
ep
-2
4

11
-S
ep
-2
4

21
-S
ep
-2
4

01
-O
ct
-2
4

11
-O
ct
-2
4

21
-O
ct
-2
4

31
-O
ct
-2
4

10
-N
ov
-2
4

20
-N
ov
-2
4

30
-N
ov
-2
4

10
-D
ec
-2
4

20
-D
ec
-2
4

30
-D
ec
-2
4

09
-J
an
-2
5

19
-J
an
-2
5

29
-J
an
-2
5

08
-F
eb
-2
5

18
-F
eb
-2
5

28
-F
eb
-2
5

Changes in Forex Reserves



10
FIXED INCOME WEEKLY REPORT

Analyst Certification Disclosure: The research analyst or analysts responsible for the content of this research report certify 
that: (1) the views expressed and attributed to the research analyst or analysts in the research report accurately reflect their 
personal opinion(s) about the subject securities and issuers and/or other subject matter as appropriate; and, (2) no part of 
his or her compensation was, is or will be directly or indirectly related to the specific recommendations or views contained 
in this research report. 

Global Disclaimer: Standard Investment Bank (SIB) and/or its affiliates makes no representation or warranty of any kind, 
express, implied or statutory regarding this document or any information contained or referred to in the document. The 
information in this document is provided for information purposes only. It does not constitute any offer, recommendation 
or solicitation to any person to enter into any transaction or adopt any hedging, trading or investment strategy, nor does it 
constitute any prediction of likely future movements in rates or prices, or represent that any such future movements will 
not exceed those shown in any illustration. The stated price of the securities mentioned herein, if any, is as of the date indi-
cated and is not any representation that any transaction can be effected at this price. While reasonable care has been taken 
in preparing this document, no responsibility or liability is accepted for errors of fact or for any opinion expressed herein. 
The contents of this document may not be suitable for all investors as it has not been prepared with regard to the specific 
investment objectives or financial situation of any particular person. Any investments discussed may not be suitable for all 
investors. Users of this document should seek professional advice regarding the appropriateness of investing in any securi-
ties, financial instruments or investment strategies referred to in this document and should understand that statements 
regarding future prospects may not be realised. Opinions, forecasts, assumptions, estimates, derived valuations, projections 
and price target(s), if any, contained in this document are as of the date indicated and are subject to change at any time 
without prior notice. Our recommendations are under constant review. The value and income of any of the securities or 
financial instruments mentioned in this document can fall as well as rise and an investor may get back less than invested. Fu-
ture returns are not guaranteed, and a loss of original capital may be incurred. Foreign-currency denominated securities and 
financial instruments are subject to fluctuation in exchange rates that could have a positive or adverse effect on the value, 
price or income of such securities and financial instruments. Past performance is not indicative of comparable future results 
and no representation or warranty is made regarding future performance. While we endeavour to update on a reasonable 
basis the information and opinions contained herein, there may be regulatory, compliance or other reasons that prevent us 
from doing so. Accordingly, information may be available to us which is not reflected in this material, and we may have acted 
upon or used the information prior to or immediately following its publication. SIB is not a legal or tax adviser, and is not 
purporting to provide legal or tax advice. Independent legal and/or tax advice should be sought for any queries relating to 
the legal or tax implications of any investment. SIB and/or its affiliates may have a position in any of the securities, instru-
ments or currencies mentioned in this document. SIB has in place policies and procedures and physical information walls 
between its Research Department and differing business functions to help ensure confidential information, including ‘inside’ 
information is not disclosed unless in line with its policies and procedures and the rules of its regulators. Data, opinions and 
other information appearing herein may have been obtained from public sources. SIB makes no representation or warranty 
as to the accuracy or completeness of such information obtained from public sources. You are advised to make your own 
independent judgment (with the advice of your professional advisers as necessary) with respect to any matter contained 
herein and not rely on this document as the basis for making any trading, hedging or investment decision. SIB accepts no 
liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental, consequen-
tial, punitive or exemplary damages) from the use of this document, howsoever arising, and including any loss, damage or 
expense arising from, but not limited to, any defect, error, imperfection, fault, mistake or inaccuracy with this document, its 
contents or associated services, or due to any unavailability of the document or any part thereof or any contents or associ-
ated services. This material is for the use of intended recipients only and, in any jurisdiction in which distribution to private/
retail customers would require registration or licensing of the distributor which the distributor does not currently have, this 
document is intended solely for distribution to professional and institutional investors.
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