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CBK Sees Inflation Peaking
at 6.2% in July 2026 Amid
Qil Price Shocks
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WEEKLY FIXED INCOME REPORT

sel prices in Kenya hit an all-time high after latest increase
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MONEY MARKET STATISTICS

Liquidity conditions remained largely stable in the week, with the Kenya Shilling Overnight Interbank Average
(KESONIA) edging up 1.0bps w/w to an average of 8.76%. Interbank lending remained decreased in the week,
with average traded volumes at KES 11.20bn. Notably, the average number of interbank deals came in at 21,
down 35% w/w. Find the summary below:

Interbank Deals (Total) 24.00 32.00 33.33%
Inter- Bank volumes (KES bn) 18.70 16.09 (13.95%)
KESONIA (bps) 8.76% 8.75% (0.16%)
Window Borrowing Volumes (KES bn) - - n/a
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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:
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GOVERNMENT SECURITIES MARKET

—
T-Bills:

Treasury Bill demand remained steady this week, with the overall subscription rate holding at 99%. Investors
submitted bids totalling KES 13.99bn, of which the fiscal agent accepted KES 13.97Bn resulting into the
performance rate of 99%.

Below is a visual summary;

KES Bn

Amount offered 4.00 10.00 10.00 24.00

Bids received 2,577.90 7,666.68 3,751.35 13,995.93
Bids Accepted 2,569.29 7,661.88 3,742.46 13,973.63
Rollover/Redemptions 898.20 2,532.55 29,148.10 32,578.85

Weighted Average Rate
of Accepted Bids 7.42% 7.83% 8.27%
Inflation 4.3% 4.3% 4.3%

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

T-Bonds:

In the primary bond market, the CBK has announced KES 20Bn domestic borrowing program for April 2026
to participate in the papers listed below: SDB1/2011/030 (Re-opened) and FXD1/2026/030 (New Issuance).

The auction recorded strong demand, indicating continued investor interest in longer-dated securities. The
solid performance suggests investors are positioning for higher yields to offset compressed real returns in the
shorter dated instruments.

Bids totaled KES 38.33bn against a KES 20.0bn offer, translating to a subscription rate of 191.66% and
an acceptance rate of 78.42%, slightly higher than the previous auction’s 187.23%. Demand was largely
concentrated at the long end of the curve, with FXD1/2026/030 accounting for 81.61% of total bids.

The exchequer accepted KES 30.06bn—comprising KES 6.57bn in SDB1/2011/030 and KES 23.49bn in
FXD1/2026/030—while maintaining pricing discipline by rejecting higher-yield bids despite strong demand, in
line with its improved liquidity position.

Find a summary of the results below:

Issue SDB1/2011/030 - Re-opened FXD1/2026/030
Tenor to Maturity 14.9 Yrs 30 Yrs
Coupon Rate 12.00% 12.50%
Offered Amount KES 20Bn

Bids Received (KES Mn) 7,050.81 31,281.91
Amount Accepted (KES Mn) 6,570.81 23,490.30
Market Weighted Average Rate (%) 13.110% 13.867%
Weighted Average Rate of Accepted Bids (%) 12.996% 13.755%
Adjusted Average Price (Per KES 100) 95787 91.042
New Borrowing/Net Repayment KES 30.06Bn

Our expected outcome ranges 12.90% -13.29% 13.50% - 14.19%

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




The fifth bond switch auction saw weak demand, attracting just KES 2.56bn in bids against a KES 20.0bn target,
a performance rate of 12.80%—the lowest to date.

CBK accepted KES 1.75bn, converting a small portion of FXD1/2016/010 into FXD1/2018/015. The subdued
uptake reflects limited investor appetite to extend duration, with many holders opting to retain the near-term
bond given its attractive remaining yield. Investors could also be expecting other issuances in coming months at
potentially attractive terms amidst rising global uncertainty.

Overall, the result marks a sharp decline from earlier switches, leaving most of the source bond to mature in
August and potentially adding to near-term refinancing pressures.

Find a summary of the results below:

FXD1/2018/015- Destination Bond

Tenor to Maturity 7.1Yrs
Coupon Rate 12.65%
Offered Amount KES 20Bn
Bids Received (KES Mn) 2,559.51
Amount Accepted (KES Mn) 1,753.13
Market Weighted Average Rate (%) 12.318%
Weighted Average Rate of Accepted Bids (%) 11.966%
Adjusted Average Price (Per KES 100) 108.359

Looking at secondary bond market turnover, the quantum decreased to KES 41bn (-24%w/w) from KES 53bn
in the prior week.

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

Total domestic debt maturities in April 2026 are at KES 179Bn compared to KES 168Bn in March 2026. See
the chart below;

Domestic Debt Maturities (KES bn)
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Yield Curve:

Local interest rates were largely stable during the week, with average government securities yields inching
higher by 2.28% w/w, largely due to repricing in the 30-year bond, while declines across select tenors partly
offset the increase. Below is a visual representation;
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Monetary Policy Committee

On 08 April, the Monetary Policy Committee (MPC) met and opted to keep the policy rate unchanged at 8.75%,
in light of the global energy price shock. The committee lowered its 2026 real GDP growth forecast to 5.3%

from the previous 5.5%.

On a positive note, earlier monetary policy measures appeared to achieve credit growth momentum, which
reached 8.1% in March, although the non-performing loan ratio remains elevated at 15.6%.

Inflation is expected to stay within the target range in the near term, but the committee highlighted the need
for vigilance against potential second-round effects from rising oil prices. On the external front, risks have
increased due to slower diaspora remittances, reduced export and service earnings, and a higher import bill.
Overall, the MPC emphasized a cautious approach, stating that any changes to the policy stance will be guided
by incoming data.

Central Bank Rate
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Private Sector Activity in March 2026 Declines Amid Softening Consumer Demand:

The latest Stanbic Bank Kenya Purchasing Managers' Index (PMI) highlights growing pressure on the Kenyan
economy as the Middle East conflict begins to weigh on business activity. The PMI fell to 47.7 in March from
50.4 in February, signalling a shift into contraction territory for the first time in seven months.

Firms attributed the slowdown to weaker demand conditions and rising supply-side disruptions linked to the
geopolitical tensions, which have driven up global shipping and fuel costs. As a net fuel importer, Kenya has
experienced immediate transmission effects through higher transport costs, elevated input prices, and increased
uncertainty in business planning. Although employment levels remained relatively stable, output and new orders
declined across most sectors, while business confidence softened. Input costs rose at the fastest pace in over
two years due to fuel, taxation, and logistics pressures, but firms were largely unable to fully pass these costs on
to consumers amid subdued demand, resulting in tightening profit margins across the private sector.
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Diaspora Remittances:

Diaspora remittances rose sharply to KES 58.15bn (USD 450.3mn) in March 2026, up 9.1% m/m from KES
53.31bn in February, marking the highest monthly inflow recorded this year. On a rolling 12-month basis,
cumulative inflows reached USD 5.08bn, a 2.2% increase y/y, underscoring the continued importance of
remittances as a key source of foreign exchange earnings and support for the balance of payments.




THE INTERNATIONAL SCENE

Kenyan Eurobonds:

Yields on Kenyan Eurobonds exhibited signs of moderate volatility, with rates increasing by an average of
¢.0.48bps for the week dated 9th April 2026 to 16th April 2026, partly linked to the ongoing volatility in
international markets. 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%
10-Apr-26 5.8% 9.0% 8.7% 9.4% 9.5%
13-Apr-26 5.8% 9.0% 8.7% 8.7% 9.5%
14-Apr-26 5.8% 9.0% 8.7% 9.0% 9.5%
15-Apr-26 5.8% 8.3% 8.1% 8.6% 9.0%
16-Apr-26 5.8% 8.3% 8.1% 8.7% 9.0%

Currency Performance

The Kenyan shilling recorded a mixed but generally stable week-on-week performance against the currencies
tracked. The largest movements were seen in GBP/KES and EUR/KES, which appreciated by 0.9% w/w and
0.8% w/w respectively. Smaller gains were recorded in KES/TZS (+0.3% w/w), KES/UGX (+0.2% w/w), and JPY/
KES (+0.1% w/w). Meanwhile, USD/KES remained broadly unchanged over the period, printing a flat 0.0% w/w.

Data from the Central Bank of Kenya indicates that the U.S. Dollar Index weakened by 0.6% over the week,
reflecting a slight easing in safe-haven demand as global risk sentiment improved marginally.

International oil prices remained elevated during the week ending April 16, despite the US-Israel-Iran ceasefire.
Murban crude oil declined marginally, trading at 89.61 per barrel on 16/04/2026, compared to USD 90.33 per
barrel on 09/04/2026, reflecting continued restrictions on shipping through the Strait of Hormuz.

See the table below;

GBP/KES 173.65 173.30 174.88 0.9% 0.7%
EUR/KES 151.43 150.96 152.10 0.8% 0.4%
KES/TZX 19.03 20.13 20.19 0.3% 6.1%
KES/UGX 28.06 28.57 28.62 0.2% 2.0%
JPY/KES 82.39 81.10 81.15 0.1% (1.5%)
USD/KES 129.01 129.15 129.11 (0.0%) 0.1%

Abb: GBP - British Pound, EUR — Euro, USD — US Dollar, UGX — Ugandan Shilling, TZS — Tanzanian Shilling, /PY — 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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Source: Central Bank of Kenya (CBK), Chart: SIB

Kenya’s foreign exchange reserves eased slightly to USD 13.31bn, with import cover declining to 5.6 months.
See the chart below for a visual summary.

Import Cover by Forex Reserves
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Kenya's GDP growth outlook trimmed on heightened external risks:

The World Bank has revised Kenya’s 2026 economic growth forecast downwards to 4.4 per cent from 4.9 per
cent, citing heightened geopolitical tensions linked to the Middle East conflict.

The downgrade reflects rising energy costs, potential trade disruptions, and renewed inflationary pressures,
which could weigh on domestic demand and investment. Despite the weaker outlook, Kenya's economy remains
supported by agriculture (especially milk production and cut-flower exports), along with steady growth in
services and financial activities. However, recent indicators point to a softening economic momentum, with the
World Bank warning that higher fuel and food prices, tighter financial conditions, and elevated debt-service
burdens could further constrain growth if global tensions persist.

Kenya 2026 Growth Forecast Revisions
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EPRA Adjusts Fuel Prices as VAT Cut Partially Offsets Earlier Increases

EPRA has adjusted April-May 2026 fuel prices following emergency government sponsored legislation to
reduce Value Added Tax (VAT) on petroleum products. The rate was lowered from 13% to 8% for a three-
month period, following an earlier reduction from 16% by the National Treasury. The tax adjustment triggered
a downward revision of pump prices just a day after an earlier increase had reflected elevated global oil costs
and supply disruptions linked to the Middle East conflict and tighter shipping flows through key routes such as
the Strait of Hormuz.

Under the latest pricing cycle, super petrol in Nairobi now retails at KES 197.60 per litre, reflecting a reduction
of KES 9.37, while diesel is priced at KES 196.63 per litre, down by KES 10.21. Kerosene prices were left
unchanged at KES 152.78 per litre, although the subsidy level supporting kerosene has been reduced to KES
96.56 per litre from KES 108.10, signalling a gradual tightening of fiscal support on household fuels.

The revision partially offsets an earlier sharp upward adjustment that had pushed petrol to KES 206.97 and
diesel to KES 206.84, levels that had brought the two fuels nearly to parity and raised concerns over broad-
based inflation pressures. The initial increase had been driven by higher cost of imported cargoes, particularly
March-April shipments priced during a period of elevated global crude oil benchmarks.

While the VAT cut has provided some near-term relief, pump prices remain significantly higher compared to
previous months, keeping transport and logistics costs elevated. This is expected to continue filtering through
to food prices and general business operating costs, particularly given diesel’s central role in freight, agriculture,
and manufacturing activity. Should the tax cut be extended considerably, the subsequent loss of revenue may
strain the national budget. This fiscal pressure could necessitate difficult trade-offs, such as the introduction of
alternative tax measures or spending cuts.




International Petroleum Prices (Platts in USD/MT)
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Kenya Seeks World Bank Support to Cushion Iran-Linked Economic Shocks

Kenya has requested rapid financial support from the World Bank to help cushion the economy against shocks
stemming from the Iran war, according to the central bank governor. The country is seeking fast-disbursing

“rapid response” financing, with officials describing the request as significant, though no specific amount has
been disclosed.

The move comes as Kenya, heavily reliant on energy imports, faces rising pressure from higher fuel costs and
potential inflationary spillovers. Authorities have also introduced tax relief measures, including a temporary
reduction in VAT on petroleum products, to ease the burden on consumers.

The central bank has lowered its 2026 growth forecast and maintained that while the shilling may face pressure,

any depreciation is expected to remain orderly, supported by robust foreign exchange reserves of over USD
13bn, equivalent to about 5.8 months of import cover.
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Diaspora Remittances

500.00
450.00
400.00
350.00
300.00
250.00
200.00
150.00
100.00
50.00
0.00

¥

VQ('

o

Diaspora Remittances (USD mn)

s

N

K 06}'

\l 4
O Qqar_,

44
Voo <°

Source: Central Bank of Kenya (CBK)

&

Q

-

w

S N I Y

&

450.30

o

VWEEKLY R



Disclosure and Disclaimer

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 com-
pensation was, is or will be directly or indirectly related to the specific recommendations or views contained in this research report.

Shariah Compliant Disclosure: The research analyst or analysts responsible for the content of this research re-
port certify that: The information provided in this report reflects SIB's approach to Sharia Compliant investing as at
the date of this report and is subject to change without notice. We do not undertake to update any of such informa-
tion in this report. Any references to Halal equities or similar terms in this report are intended as references to the internal-
ly defined criteria of the Firm or our businesses only, as applicable, and not to any jurisdiction-specific regulatory definition.

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 indicated and is not any representation that any trans-
action 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 in-
vestments discussed may not be suitable for all investors. Users of this document should seek professional advice regarding the ap-
propriateness of investing in any securities, 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. Future
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 im-
mediately 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, instruments 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, consequential, pu-
nitive 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 associated services. This material is for
the use of intended recipients only and, in any jurisdiction in which distribution to private/retail customers would require registra-
tion or licensing of the distributor which the distributor does not currently have, this document is intended solely for distribution to
professional and institutional investors.




CONTACTS

Research

Eric Musau
emusau@sib.co.ke

Wesley Manambo
wmanambo@sib.co.ke

Melodie Gatuguta
mgatuguta@sib.co.ke

Anjali Patel
apatel@sib.co.ke

Global Markets

Nahashon Mungai
nmungai@sib.co.ke

Nickay Wangunyu
nwangunyu@sib.co.ke

Investment Solutions

Robin Mathenge
rmathenge@sib.co.ke

Equity Trading

Tony Waweru
awaweru@sib.co.ke

Foreign Equity Sales

John Mucheru
jmucheru@sib.co.ke

Corporate Finance

Job Kihumba
jkihumba@sib.co.ke

Lorna Wambui
wndungi@sib.co.ke

Private Client Services

Boniface Kiundi
bkiundi@sib.co.ke

Frankline Kirigia
fkirigia@sib.co.ke

Laban Githuki

Igithuki@sib.co.ke

Fixed Income Trading

Brian Mutunga
bmutunga@sib.co.ke

Barry Omotto
bomotto@sib.co.ke

Marketing &
Communications

Victor Ooko
communications@sib.co.ke

Client Services
clientservices@sib.co.ke

Headquarters
JKUAT Towers (Formerly ICEA Building),
16th Floor, Kenyatta Avenue, Nairobi,

Kenya.

Telephone: +254 777 333 000,
+254 20 227 7000, +254 20 227 7100

Email: clientservices@sib.co.ke



