Regul ated by the Capital Markets Authority

Standard ’, JANUARY 2026
Investment \ AVl
Bank \ \v_\ | /

4

Fuel prices edge lower amid
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revenues to December rise by 8.1%y/y to KES 1,161.3bn,
as total expenditures jump by 25.1% y/y
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MONEY MARKET STATISTICS

Liquidity conditions remained largely stable in the week, with the Kenya Shilling Overnight Interbank Average
(KESONIA) rising by 0.74bps w/w to an average of 8.99%. Interbank lending advanced during the week, with
average traded volumes trending higher by 103.4% w/w to KES 15.25bn, from KES 7.4%9bn in the prior week.
The uptick was mirrored by a higher transaction count (+130.0% w/w to 23). Find a summary below:

Interbank Deals 10.00 23.00 +130.0%
Inter-Bank volumes (KES bn) 7.49 15.25 +103.4%
KESONIA (bps) 8.98% 8.99% +0.74
Window Borrowing Volumes (KES bn) - - nfa

Source: Central Bank of Kenya (CBK), Table: SIB
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The weighted average interbank rate (KESONIA) continues to track the Central Bank Rate (CBR) closely,
underscoring the stability and effectiveness of the monetary policy framework:

Interbank Rate Spreads
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GOVERNMENT SECURITIES MARKET

—
T-Bills:

This week, demand for Treasury Bills remained robust, with the overall subscription rate easing slightly to 128.4%
from 130.3% in the previous week. The accepted amount was higher than the maturity amount, resulting in a
net borrowing of KES 6.2bn. In absolute terms, the 364-day paper received the highest demand, garnering
95.0% of the total submitted bids and a subscription rate of 292.8%. The 91-day paper recorded a performance
rate of 24.0%, while the 184-day paper recorded a dismal performance rate of 5.8%. Overall, KES 28.5bn was
accepted, with the weighted average rate of accepted bids at 7.70% (-2.7 bps w/w), 7.80% (flat for the fifth
consecutive auction), and 9.20% (-0.1bps w/w) for the 91-day, 182-day, and 364-day papers, respectively, as
shown below;

KES Bn

Amount offered 4.00 10.00 10.00 24.00
Bids received 0.96 0.58 29.28 30.83
Subscription rate (%) 24.0% 5.8% 292.8% 128.4%
Acceptance rate (%) 98.9% 100.0% 92.2% 92.5%
Of which: Competitive Bids 0.09 0.03 23.11 23.22
Non-competitive bids 0.86 0.55 3.89 5.30
Rollover/Redemptions 3.40 7.86 11.08 22.34
Weighted Average Rate of Accepted Bids 7.70% 7.80% 9.20%

Inflation 4.5% 4.5% 4.5%

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

T-Bonds:

In the primary bond market, the CBK is offering a bond switch from FXD1/2016/010 to the reopened
FXD1/2022/018, targeting up to KES 20.0bn (c.19.3% of the outstanding amount) via multi-price auction from
9th December 2025 to 19th January 2026. This marks the first switch auction in FY25/26, which is part of
the Government’s liability management operations that seek to use buybacks and switches to actively manage
maturity risk, reduce borrowing costs, and smooth the redemption profile of domestic debt. In particular,
FXD1/2016/010 had been earmarked for two liability management operations (October 2025 and January
2026). The offer is on a voluntary basis for investors with unencumbered holdings in FXD1/2016/010 as at
19th January 2026.

We opine that the switch auction will provide investors the opportunity to extend duration of their portfolios
(especially fund managers who are keen on managing their cashflows), locking in the comparatively attractive
13.942% coupon rate on FXD1/2022/015 amid recent rate declines. Furthermore, the switch may also help
investors address potential reinvestment risk if yields in the market fall even further, should the paper be held
till August 2026. See a summary of the offer below:

Effective tenor 0.6 years 11.3 years
Coupon Rates 15.04% 13.94%
Maturity Dates 17/08/2026 06/04/2037
Amount (KES - bn) 20.0

Period of Sale 09th December 2025 — 19th January 2026
Bid Submission Deadline 19th January 2026

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




Markedly, secondary bond market turnover surged to KES 75.7bn (+78.4% w/w) in the week from KES 42.4bn
in the previous week.

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

As of this week, the Government’s outstanding maturities to January 2027 are at c.KES 1,024.7bn in T-Bills
and c.KES 345.76bn in T-Bonds. When we factor in coupons, the total maturity profile comes in at c.KES 2.0tn.
Notably, the next bond maturity is expected in May 2026 (c.KES 86.8bn), affording the government much-
needed breathing space on its repayment schedule. 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 ¢.584.0bn, above the
prorated target (performance rate of c.180.0%).

Yield Curve:

Week-on-week, yields remained largely stable (average -1.7bps decline), with upticks offset by declines,
especially towards the tail end of the curve. Below is a visual representation;
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THE INTERNATIONAL SCENE

Kenyan Eurobonds:

Yields on Kenyan Eurobonds softened in the week, with rates declining by an average of ¢.20.6bps for the week
dated 9th January 2026 to 15th January 2026. The table below summarizes the performance across maturities:

Kenyan Eurobonds

Issuance 10-Year 2028 6-Year 2031 12-Year 2032 13-Year 2034 30-Year 2048
31-Dec-25 6.0% 7.1% 7.2% 7.8% 8.8%
08-Jan-26 6.2% 7.3% 7.4% 8.1% 9.1%
09-Jan-26 6.2% 7.2% 7.4% 8.1% 9.0%
12-Jan-26 6.2% 7.3% 7.4% 8.1% 9.0%
13-Jan-26 6.2% 7.2% 7.4% 8.1% 9.0%
14-Jan-26 6.2% 7.2% 7.4% 8.0% 9.0%
15-Jan-26 6.2% 7.0% 7.2% 7.9% 8.9%

Currency Performance

The Kenyan shilling exhibited mixed performance during the week compared to the currencies we track. In
particular, the shilling gained ground against the Japanese Yen and Tanzanian Shilling, strengthening by 0.9%
w/w and 0.8% w/w, respectively. In addition, the local unit appreciated by 0.4% w/w against the British Pound
and Euro. On the other hand, the shilling remained largely unchanged against the dollar, while weakening by
1.2%w/w against the Ugandan Shilling. Notably, the U.S. Dollar Index strengthened by 0.39% during the week
ended 15th January 2026, buoyed by positive data that dampened Fed rate cut expectations. See the table
below;

KES/UGX 28.06 27.88 27.55 (1.2%) (1.8%)
USD/KES 129.01 129.01 129.03 (0.0%) (0.0%)
EUR/KES 151.43 150.31 149.75 0.4% 1.1%
GBP/KES 173.65 173.26 172.60 0.4% 0.6%
KES/TzX 19.03 19.34 19.49 0.8% 2.4%
JPY/KES 82.39 81.99 81.27 0.9% 1.4%

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 to USD 12.48bn (+0.8% w/w) - a record high, maintaining the import
cover at 5.4 months. See the chart below for a visual summary;

Import Cover by Forex Reserves
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Meanwhile, diaspora remittances remained resilient, with December 2025 inflows declining by 2.2% y/y to USD
435.5m from USD 445.4m in December 2024 (up 12.2% m/m from USD 388.3m in November 2025). Notably,
total remittances came in at USD 5,036.7m in 2025, up 1.9% y/y from USD 4,945.2m in 2024. See the chart
below for a visual summary.




Diaspora Remittances (USD mn)

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

1. Cumulative Tax Revenues to December rise by 8.1%y/y to KES 1,161.3bn, as total
expenditures jump by 25.1% y/y

The National Treasury published the actual receipts and releases for the first half of FY25/26, and below is our
assessment;

11

Year-on-year Performance

Overall, the Government collected KES 1,243.4bn in ordinary revenues, reflecting a 7.2% y/y increase
from KES 1,160.2bn collected during the same period in FY2024/25. Within this, tax revenues rose by
8.1% vy/y, reaching KES 1,161.3bn, up from KES 1,074.1bn during a similar period last year. Notably,
non-tax revenue declined by 4.6%y/y to KES 82.1bn from KES 86.1bn in December 2024. Overall, the
Government missed its prorated ordinary revenue target by c.KES 134.0bn.

Total expenditure stood at KES 2,143.7bn, marking a 25.1% y/y uptick from KES 1,714.1bn in the
corresponding period of FY2024/25. This performance was partly attributable to a 26.3% y/y and 37.8%
y/y rise in recurrent expenditure and debt servicing to KES 735.2bn and KES 1,070.5bn, respectively.
The total borrowings amounted to KES 918.97bn, representing a 60.0% y/y jump from KES 574.4bn
recorded in FY2024/25 over the same period.

See the chart below for a quick summary;

Actual Budget Performance (KES Bn)
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Overall, actual development spending increased by 11.7% y/y to KES 145.0bn, up from KES 129.8bn over the
same period in FY24/25. Below, we provide a breakdown of the m/m performance.

1.2

Month-on-month Performance

Total expenditure for December rose by 10.5% m/m to KES 370.5bn, from KES 335.3bn in November
2025. The performance was largely on a ¢.96.6% m/m leap in recurrent expenditure to KES 214.6bn
vs KES 109.1bn in November 2025. However, a 41.4% m/m decline in CFS Exchequer issues to KES
97.5bn vs KES 166.3bn in November partially offset the impact of higher recurrent expenditure.
Domestic borrowing for the same period halved to KES 47.8bn (-56.1% m/m), compared to the KES
108.8bn borrowed in November 2025. External financing fell to KES 4.9bn, down 12.1% m/m from KES
5.6bn in the previous month. Overall, the total financing came in at KES 67.9bn (-40.8% m/m) in the
month. Furthermore, debt servicing obligations eased by 52.5% m/m to KES 76.0bn.

Meanwhile, the total revenue performance for November recorded a 60.5% m/m upturn to KES
291.5bn, from KES 181.6bn in November 2025, as tax revenues and non-tax revenues leaped by 45.0%
m/m and 391.1% m/m to KES 251.5bn and KES 39.9bn, respectively.

See the chart below for a summary;




Monthly Budget Performance (KES Bn)
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1.3 Tax Revenue Performance

Over the first half of FY25/26, cumulative tax revenue grew by 8.1%y/y. In December 2025 alone to KES
251.5bn, marking a 15.9%y/y rise from KES 217.1bn in FY24/25 (+45.0% m/m from November 2025).

See the table below for a summary;

Tax Revenue Collections

Month FY 23/24 FY 24/25 FY 25/26
July 155.07 159.51 171.53
August 162.51 153.33 157.22
September 196.68 212.72 22491
October 170.48 171.13 182.62
November 162.60 160.32 173.49
December 203.50 217.06 251.52
January 165.57 177.82

February 157.61 151.82

March 161.04 175.73

April 210.69 221.39

May 183.06 210.62

June 232.26 246.36

Total 1,928.82 2,257.81 1,161.29

As of 31st December 2025, CFS exchequer issues accounted for 47.5% of the total expenditure for FY25/26
(up from 43.1% in FY24/25), while recurrent expenses claimed 37.7% (38.2% in FY24/25). Additionally, the
county equitable share took 8.0%, while development projects received a modest 6.8%. A significant portion of
ordinary revenues is still allocated to debt servicing (c.75.7% vs ¢.56.3% in Dec 2024), with a sizeable portion
of the remaining funds directed towards recurrent expenditure. Notably, the next bond maturity is expected in
May 2026. This situation leaves the government to focus more on interest payments than on principal, allowing
it to build up reserves and take advantage of more favorable rates in the domestic market. With the National
Treasury having consistently missed revenue targets during the fiscal year as of December 2025, as well as
expenditure pressures, we see the potential of a supplementary budget in early 2026 when Parliament resumes.

According to the draft 2026 Budget Policy Statement, the government's revenue performance will depend on
ongoing reforms in tax policy and revenue administration. These reforms are designed to broaden the tax base
and enhance compliance through data-driven and system-led enforcement. Furthermore, the government has
introduced several initiatives, including but not limited to:




n o

a. Validation of income and expenses for both individual and non-individual tax returns, effective January

1, 2026;
eTIMs compliance, which is now part of the requirements for obtaining a tax compliance certificate;
The launch of eRITs, aimed at increasing the collection of rental income tax;

d. Theintroduction of automated payment plans for tax liabilities

2. Fuel prices edge lower amid lower global prices, narrower subsidies

The Energy and Petroleum Regulatory Authority (EPRA) released fuel prices for the pricing cycle running from
15th January to 14th February 2026. Petrol, Diesel, and kerosene pump prices remained declined by KES 2.00
to KES 182.52, KES 1.00 each to KES 170.47, and KES 153.78, respectively, in Nairobi over the review period
compared to the previous cycle.

See below the price breakdown

Price Breakdown (KES/Litre)
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On the key pricing metrics, we note the following:

Landed costs per litre tapered in the period, with those of Petrol, Diesel, and Kerosene declining by 2.5%,
2.6%, and 6.8%, respectively. In addition, Platts prices fell off by 8.1% m/m for Petrol, 12.8% m/m for
Diesel, and 10.4% m/m for Kerosene as illustrated below;

International Petroleum Prices (Platts in USD/MT)
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ii. Though narrower compared to the last cycle, the price stabilization component was utilized in a bid to anchor
fuel prices in the period, with Diesel and Kerosene subsidized by KES 2.57 per litre (-54.7% m/m), and KES
1.61 per litre (-82.3% m/m), respectively. On the other hand, Super Petrol recorded a price stabilization
surplus of KES 1.59 (-42.8% m/m) as the Government slowly builds up its buffers. Notably, without this
contribution, Super Petrol prices would have dropped to c.KES 180.92;

iii. Crude oil prices in December 2025 declined to USD 65.79 (-6.3% m/m, -12.1%y/y) from USD 70.22 in
November 2025, as shown below:

Murban Crude Oil Prices (USD Bbl)
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The January 2026/February 2026 fuel review cycle has not generated significant shifts, even as fuel prices
inched lower. A combination of relatively stable forex rates and moderating global crude price trends suggests
a cautious but stable petroleum price environment over the medium term, unless disrupted by external shocks
(such as heightened geopolitical tensions, increased drawdown of inventories) or policy shifts (particularly due
to the government’s discretionary application of the stabilization levy).

Furthermore, the apex bank, during its December 2025 MPC meeting, pointed out that it expects overall
inflation to remain below the midpoint of the target range in the near term, supported by stable energy prices
and continued exchange rate stability. Notably, Kenya is poised to begin commercial oil production, aiming to

make its first exports from the South Lokichar Basin in Turkana by December 2026, following approval of the
Field Development Plan (FDP).
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Diaspora Remittances
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