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October 2025 inflation
holds steady at 4.6%
as core inflation trends
lower
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WEEKLY FIXED INCOME REPORT
CBK seeks KES 40.0bn through two reopened bonds
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MONEY MARKET STATISTICS

Interbank lending declined during the week, with the average traded volumes softening by 22.51% w/w to
KES 11.26bn, from KES 14.53bn the prior week. Consequently, the number of interbank deals edged lower
by 23.33% w/w to 23. The Kenya Shilling Overnight Interbank Average (KESONIA) remained largely stable
(+0.67bps w/w) at an average of 9.26%. Notably, no actor utilized the CBK borrowing window in the week.

23.00 (23.33%)

Interbank Deals 30.00
Inter-Bank volumes (KES bn) 14.53 11.26 (22.51%)
KESONIA (bps) 9.25% 9.26% 0.67
Window Borrowing Volumes (KES bn) - - n/a
Source: Central Bank of Kenya (CBK), Table: SIB
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Interbank rates continued to trade closely in line with the Central Bank Rate (CBR), as illustrated below:
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GOVERNMENT SECURITIES MARKET

T-Bills:

Demand for Treasury bills softened slightly in the week ended 31st October 2025, with overall subscription
inching lower to 101.1% from 105.9% in the previous week. Investors submitted bids worth KES 24.25bn,
of which the fiscal agent accepted 100.0% of the bids. This quantum was higher than the value of maturities,
resulting in a net borrowing of KES 3.77bn.

The 364-day paper led the performance, posting a subscription rate of 208.2% (much higher than the 53.7%
recorded in the week prior). The 91-day paper followed, with a much lower subscription rate at 46.7% vs 325.0%
in the week prior, while the 182-day paper garnered a dismal subscription rate of 15.6% vs 70.3% last week.
The weighted average rates on accepted bids exhibited mixed performance in the week, with the 182-day paper
notching higher to 7.90% (+3.5bps w/w). Conversely, the weighted average rate on accepted bids on the 91-day
and 364-day papers eased by 1.95bps w/w and 0.63bps w/w to 7.81% and 9.34%, respectively.

KES Bn

Amount offered 4.00 10.00 10.00 24.00
Bids received 1.87 1.56 20.82 24.25
Subscription rate (%) 46.7% 15.6% 208.2% 101.1%
Acceptance rate (%) 99.8% 99.7% 100.0% 100.0%
Of which: Competitive Bids 0.16 0.08 17.91 18.14
Non-competitive bids 1.71 1.48 2.92 6.11
Rollover/Redemptions 1.98 1.32 17.17 20.48
Weighted Average Rate of Accepted Bids 7.81% 7.90% 9.34%

Inflation 4.6% 4.6% 4.6%

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

T-Bonds:

In the primary bond market, the fiscal agent is seeking to raise KES 40.0bn through two reopened bonds:
FXD1/2012/020 and FXD1/2022/015 with effective tenors of 7.0 and 11.4 years, respectively. The bonds
have coupon rates of 12.00% and 13.94% for FXD1/2012/020 and FXD1/2022/015, respectively, with the
sale period for both papers running until 5th November 2025. The total outstanding amount for the bonds
stands at KES 260.0bn, with the shorter tenured paper (FXD1/2012/020) holding a slightly larger allocation
(KES 130.8bn). Given the steady decline in bond yields, as well as recent auction trends, we anticipate increased
investor demand for FXD1/2022/015, due to its comparably higher coupon rate. See below a summary of the
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FXD1/2012/020 26-Nov-12 7.0 12.00% Up to 5th 12.10% - 12.35%

FXD1/2022/015 25-Apr-22 11.4 40.00 13.94% November 2025 13.2% - 13.30%

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

Secondary bond market turnover tapered to KES 38.0bn (-30.4% w/w) in the week ended 31st October from
KES 54.5bn posted in the previous week. Notably, bond turnover softened by 24.8% m/m to KES 170.0bn in
October 2025 from KES 226.0bn in September 2025.




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

As of this week, the Government’s outstanding maturities to November 2026 are at c.KES 980.13bn in T-Bills
and c.KES 370.44bn in T-Bonds. When we factor in coupons, the total maturity profile comes in at c.KES 2.0tn.

See the chart below;

Domestic Debt Maturities (KES bn)
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This week’s auction pushed the Government’s net domestic borrowing position to KES 382.5bn, above the
prorated target.

Kenya Publishes Draft National Sovereign Wealth Fund Bill

The National Treasury is inviting public comments on the proposed National Sovereign Wealth Fund Bill. This
bill aims to establish the Kenya Sovereign Wealth Fund to protect the national government from fluctuations
in resource revenue, finance strategic infrastructure projects, and build a savings base for future generations
as mineral and petroleum resources are depleted. The Kenya Sovereign Wealth Fund will have three distinct
components, i.e, the Stabilisation Fund, the Strategic Infrastructure Investment Fund, and the Future Generation
(Urithi) Fund.

The Fund’s revenue sources include the government’s share of upstream petroleum profits (excluding certain
specified shares), all petroleum and mining royalties payable to the government, bonus payments triggered by
production or price milestones, payments on mining rights grants or assignments, earnings from the government’s
participation in mineral and petroleum operations, proceeds from divestment of government-held interests,
and any other mineral or petroleum revenues as determined by the Cabinet Secretary through official notice. In
particular, the National Infrastructure Fund will help to ease the fiscal space by taking commercially financeable
investments off budget and then crowd in emerging sources of funding, e.g., development financing, other
sovereign wealth funds, as well as climate-focused financing.

Yield Curve:

The yield curve reversed its downward movement, save for a few yields on the short end of the curve. Week-
on-week, yields rose by an average of 27.8bps w/w, with the tail end of the curve experiencing a notable uptick.
Below is a visual representation;
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THE INTERNATIONAL SCENE
Kenyan Eurobonds:

During the week, yields on Kenyan Eurobonds remained largely stable, with rates inching lower by an average of
11.66bps w/w. While a majority of the papers recorded a decline, the 10-year paper experienced a slight uptick
in the week (+0.105% w/w). The table below summarizes the performance across maturities:

e KENINT 02/28/2028  KENINT 02/16/2031  KENINT 05/22/2032  KENINT 01/23/2034 ozl;::/I:th

Maturity Date 28-Feb-28 16-Feb-31 22-May-32 1-Jun-34 28-Feb-48

Tenor to Maturity 23 5.3 (X3 8.6 22.4
31Dec24 9.1% 10.1% 10.1% 10.1% 10.3%
23.0ct-25 5.9% 7.9% 8.3% 8.6% 9.3%
24-0ct-25 5.9% 7.9% 8.1% 8.5% 9.2%
27-0ct-25 5.8% 7.8% 8.0% 8.3% 9.1%
28-0ct-25 5.8% 7.8% 8.0% 8.3% 9.1%
29-0ct-25 5.8% 7.7% 7.9% 8.3% 9.1%
30-0ct-25 6.0% 7.8% 8.1% 8.4% 9.2%

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




Currency Performance

The Kenyan shilling exhibited mixed performance against the currencies we track during the week. In particular,
the local unit appreciated by 1.4% w/w, 1.1% w/w, and 0.3% w/w against the British Pound, Japanese Yen,
and Euro Shilling, respectively. On the contrary, the Kenyan shilling weakened against the regional currencies,
down 0.1% w/w and 0.9% w/w against the Ugandan Shilling and Tanzanian Shilling, respectively. Keeping with
trends in the year, the local currency remained stable against the US dollar. Notably, the US Federal Reserve
cut its federal funds rate by 25bps to a target range of 3.75%-4.00% amid high inflation, weak economic
activity, and labor market softness. Meanwhile, the Bank of Canada also lowered its policy rate by 25bps to
2.25%. In contrast, the European Central Bank and the Bank of Japan kept their rates steady at 2.0% and
0.5%, respectively. Following the Fed’s announcement, the U.S. dollar index rose 0.6% as markets adjusted to
expectations of no further rate cuts at the December Federal Reserve meeting.

See the table below;

GBP/KES 162.27 172.48 170.12 1.4% (7.5%)
JPY/KES 82.12 84.74 83.81 1.1% (7.0%)
EUR/KES 134.29 150.05 149.63 0.3% (12.2%)
USD/KES 129.29 129.24 129.24 0.0% 0.0%
KES/UGX 28.41 27.00 26.97 (0.1%) (3.3%)
KES/TZX 18.99 19.21 19.03 (0.9%) 2.2%

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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Kenya's foreign exchange reserves rose marginally to USD 12.19bn (+0.9% w/w), maintaining import cover at
5.3 months. See the chart below for a visual summary;
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1. October inflation holds steady at 4.6% as core inflation trends lower

In October 2025, consumer prices remained unchanged at 4.6% y/y, with core inflation easing slightly to 2.7%
from 2.9% in September 2025. Conversely, non-core inflation jumped to 9.90% from 9.60% in September 2025,
largely on the back of higher prices of items in the Food and Non-Alcoholic Beverages, Transport, and Housing,
Water, Electricity, Gas, and other fuels divisions over the one-year period. Overall, headline inflation remained
anchored within the central bank's target; however, non-core inflation continued to exhibit volatility.

See the chart below;
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The y/y performance of non-core inflation was largely attributable to a jump in energy and transport costs,
coupled with higher food prices, with food inflation reported at 8.0% (albeit slower than the 8.4% recorded in
September 2025) from 4.3% in October 2024. Notably, prices of several food items recorded mixed movements
in the month e.g. the prices of maize flour (sifted) and fortified maize flour decreased by 2.3% m/m and 2.2%
m/m, respectively, while those of eggs (exotic), kale, beans, and sugar dropped by between 0.5% m/m and 1.2%
m/m.

The Transport index grew at a rate of 4.8% in the year, largely driven by higher petrol prices. Month on month,
the cost of country bus and matatu fares for travel between towns increased by 1.4%. In contrast, the cost of
international flights declined by 0.6% m/m, while prices of petrol and diesel remained unchanged in the month.

The Household Utilities Index recorded a faster growth of 1.9% compared to 1.4% in September 2025 over
the one-year period, pushed upwards by electricity prices (up 2.3%). On the other hand, the price of gas (LPG)
decreased by 0.6% m/m (down 1.6% over the year). The chart below illustrates the growth trajectory of the
food and non-alcoholic beverages, as well as transport indices (both of which constitute more than 40% of the
consumer basket), against the headline inflation.
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On a month-on-month basis, consumer prices rose by 0.2%, similar to the performance recorded in September
2025, reflecting relative stability across key indices. However, upward pressure persists, driven by rising food
prices on select items, further squeezed by higher electricity and transport prices. Overall, core inflation points
to continued price stability, anchored by a steady shilling against the US dollar, as underlying, long-term price
pressures in the economy soften.

Hot on the Horizon:

1. Stanbic October 2025 Purchasing Managers’ Index (PMI)
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Diaspora Remittances

Diaspora Remittances (USD bn)
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