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Pricing Shift
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MONEY MARKET STATISTICS

Interbank lending volumes edged lower to KES 11.90bn from KES 13.03bn over the week, with activity holding
steady throughout. The average interbank rate was largely unchanged at 9.62%, amid sustained liquidity
absorption by the CBK. The table below summarizes market liquidity indicators:

Interbank Deals 17.00 17.00 0.00%
Inter- Bank volumes (KES bn) 13.03 11.90 (8.68%)
Inter — Bank Rates (bps) 9.62% 9.62% (0.50)

On a month-on-month basis, average traded volumes dropped by 21.3% to KES 10.52bn, from KES 13.37bn
while the average interbank lending rate remained stable at 9.6%. The month of August has kicked off on high
note but we wait and see if this trend holds. See the chart below:
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In other news, the apex bank is proposing that commercial banks adopt the interbank rate as the benchmark for
pricing customer loans, adding a risk-based premium k. This shift, that was heavily advocated for by stakeholders,
aligns with international best practices where benchmark rates such as SOFR, SONIA, or EURIBOR are used
as base rates. It marks a departure from the earlier recommendation to use the Central Bank Rate (CBR) as the
reference point.

Under the new framework, the interbank rate will be compounded in arrears, meaning interest will not be fixed
at loan issuance but calculated at the end of the loan term by compounding daily overnight rates. In our view,
this is a win-win for both the regulator and the banking sector, as the interbank rate remains anchored within
the monetary policy corridor set by the CBR, ensuring market alignment and policy control.




GOVERNMENT SECURITIES MARKET

T-Bills:

Demand for Treasury bills waned, with overall subscription rate dropping to 67.1% from 166.7%. Investors
submitted bids worth KES 16.09bn, out of which the fiscal agent accepted KES 16.02bn—well above the value
of maturities—resulting in a net borrowing of KES 10.19bn. The 364-day paper led the uptake, being the only
paper that was oversubscribed. The paper carried the day in both absolute and subscription terms.

On the vyields, the average accepted rates remained stable at 8.11% (-0.62bps), 8.41% -0.91bps), and 9.72%
(-0.52bps) for the 91-, 182-, and 364-day papers, respectively. See the summary below;

KES Bn

Amount offered 4.00 10.00 10.00 24.00
Bids received 1.97 2.14 11.98 16.09
Subscription rate (%) 49.3% 21.4% 119.8% 67.1%

Weighted Average Rate of Accepted Bids

8.11%

8.41%

9.72%

Acceptance rate (%) 99.8% 98.2% 99.8% 99.6%
Of which: Competitive Bids 0.22 1.01 11.04 12.27
Non-competitive bids 1.75 1.09 0.91 3.76
Rollover/Redemptions 2.17 2.61 1.05 5.83

Inflation

4.1%

4.1%

4.1%

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

T-Bonds: CBK Floats KES 90bn in Primary Bond Market—Highest Offer in Recent Memory

In the primary bond market, the two reopened infrastructure bonds—IFB1/2018/15 and IFB1/2022/19— are
still up for sale, seeking to raise KES 90.0bn. The bonds carry coupon rates of 12.50% and 12.97%, respectively,
aligning with the average return on existing infrastructure bonds, excluding the exceptionally high-yielding
issuances of the previous year. The amortized tenor stands at 5.47 years for the 2018 issuance and 11.03 years
for the 2022 issuance.

See below a summary of the issuance;

IFB1/2018/15

10-Jan-33

7.5

IFB1/2022/19

28-Jan-41

155

90.00

12.50%

12.97%

Up to 13th August 2025

S;urce: Eem‘ra‘[!Bar‘]k ;).f‘Keny‘a“(gBl—(),r 'Tab./.;: SIB
We anticipate strong investor interest in the auction, supported by the tax-free and amortized structure of the
bonds, which allows for partial early redemptions.

Our bidding estimates will be provided in our next report.

In the secondary bond market, turnover rose by 12.3% to KES 223.55bn, in July, up from KES 199.10bn in June.
Similarly, turnover rose by 36.4% during the week, to KES 59.18bn, from KES 43.40bn the previous week.




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
980.27bn and KES 335.18bn, respectively. Including coupons, the total maturity profile stands at KES 2.0tn.

See the chart below;
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This week’s auction pushed net domestic borrowing to KES 86.67bn, with the bulk of the funds raised
through bonds. However, we expect the upcoming August maturities to ease the pace of this early borrowing
acceleration, even as the concurrent infrastructure bond issuance helps maintain a balanced funding position.
See the chart below;

Net Domestic Borrowing - FY25/26*

@Total Borrowing mT-Bills mT-Bonds

Yield Curve:

Local interest rates closed the week on a mixed note. On average, yields on government securities rose by a
further 3.42bps w/w, in addition to the 15.37bps increase in the previous week.

Below is a visual representation;




Yield Curve
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Source: Nairobi Securities Exchange (NSE), Chart: SIB

THE INTERNATIONAL SCENE

Kenyan Eurobonds:

Yields on Kenyan Eurobonds maintained the previous week’s trend, with all the papers recording declines.
Overall, yields on the international papers fell by an average of 17.04bps. Below is a summary of the performance;

Issuance KENINT 02/28/2028  KENINT02/16/2031 KENINT05/22/2032  KENINT 01/23/2034 02';::;548

Maturity Date 28-Feb-28 16-Feb-31 22-May-32 1-Jun-34 28-Feb-48
Tenor to Maturity 2.6 5.5 6.8 88 22.6
31-Dec-24 9.1% 10.1% 10.1% 10.1% 10.3%
24-1ul-25 8.0% 9.2% 9.4% 9.7% 10.3%
28-Jul-25 7.8% 9.0% 9.1% 9.5% 10.1%
29-Jul-25 7.8% 9.0% 9.2% 9.6% 10.2%
304ul-25 7.8% 9.0% 9.2% 9.6% 10.2%
31ul-25 7.8% 9.0% 9.2% 9.5% 10.2%

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

Currency Performance

The Kenyan shilling posted mixed performance against the 21 currencies tracked by the Central Bank during
the week. We observe a reversal in trend, with the Kenyan Shilling recording an appreciation against the most
currencies. Of the currencies we track, the shilling was largely on an upward trend but remained relatively stable
against the USD, and the TZS. See the table below;




KES/UGX 284 2758 277 (0.1%) (2.4%)
TZS/KES 19.0 19.9 19.9 0.0% 4.7%
USD/KES 129.3 129.3 129.2 0.0% 0.0%
GBP/KES 162.3 175.1 170.6 2.6% (5.1%)
IPY/KES 82.1 88.2 85.9 2.6% (4.5%)
EUR/KES 134.3 152.1 147.6 2.9% (9.9%)

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 | FX rate is
determined by calculating the weighted average rate of recorded spot trades in the interbank market

See also a visual representation;
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On the other hand, Kenya's foreign exchange reserves declined by a further 0.5% to USD 10.69bn from USD
10.75bn, retaining the import cover at 4.7 months. See the chart below for a visual summary;

Import Cover by Forex Reserves
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THE MACRO WRAP

|
July CPI Edges up 32bps on Surging Food and Fuel Prices

In July 2025, consumer prices rose by 4.1% year-on-year (y/y), faster than the growth that was recorded in June
2025 — and slightly below our projection. Core inflation edged higher to 3.2%, from 3.0%, primarily driven by
rising prices of maize flour, as well as vegetables. Similarly, non-core inflation edged upwards by 102.36bps to
7.2%, up from 6.2% largely due to a hike in prices in select food items - stability is observed in the headline and
core inflation while volatility is seen in the non-core inflation. See the chart below;
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The year-on-year increase in headline inflation was primarily driven by a 90bps increase in the transport index
as well as rising food prices, which rose to 6.8% in July, from 6.6% in June. This uptick in the transport index
reflected higher petrol and diesel prices even as bus fare and the costs associated with cars for personal use
eased.

Conversely, the household utilities index posted a faster growth of 1.3%, on the back of higher energy prices.
Notably, small-scale electricity costs rose by 2.1%, effectively reversing 3.0% decline in the month of June.
The chart below illustrates the growth trajectory of the food and non-alcoholic beverages as well as transport
indices against headline inflation - the indices account for more than 40% of the consumer price basket;

Food, Transport vs Headline Inflation

18.0% -
16.0% -
14.0% -
12.0% -
10.0% -
8.0% |
6.0% -
4.0% -
2.0% - /_/—/
0.0% - r T T T T T T v T T T
20% g4V A A A D D D D P D D A A A A P D P 4
4057 & F T F T T E

e Annual Inflation ———=F00d ===Transport

Consumer prices have remained broadly stable, though some risks persist. Key pressures stem from elevated
vegetable prices, rising maize costs, and higher global fuel prices—exacerbated by the removal of domestic
subsidies. Nonetheless, the harvest season in the second half of the year is expected to ease maize prices.
Overall, core indicators point to continued price stability, with the Kenyan shilling holding steady against the
U.S. dollar.




Hot on the Horizon:

i July Purchasing Managers’ Index (PMI)
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Bond Turnover

Bond Turnover (KES bn
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Forex Reserves

Changes in Forex Reserves
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Diaspora Remittances

Diaspora Remittances (USD bn)
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