WEEKLY FIXED INCOME REPORT
I Drops to 49.7 but Kenyan Firms Stay Upbeat on Growth
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MONEY MARKET STATISTICS

Liquidity conditions remained stable in the week, with the Kenya Shilling Overnight Interbank Average
(KESONIA) closing at an average of 8.75%. Interbank lending decreased by 50% in the week, with average
traded volumes coming in at KES 9.60Bn from last week’s KES 19.10Bn. Notably, the interbank deals decreased
38% to close the week at 16, compared to the 26 recorded in the previous week.

Find the summary below:

Interbank Deals (Total) 26.00 16.00 (38.46%)
Inter- Bank volumes (KES bn) 19.10 9.60 (49.74%)
KESONIA (bps) 8.75% 8.75% 0.00
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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 Spreads
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GOVERNMENT SECURITIES MARKET

—
T-Bills:

Treasury Bill demand remained steady this week, with Investors submitting bids totalling KES 56.25Bn, of which
the fiscal agent accepted KES 51.02Bn resulting in the subscription rate of 91% and a performance rate of
201% higher than the subscription rate of 78%, recorded the previous week.

The 91-day Treasury Bill remained the most attractive debt instrument, registering a performance rate of 428%.
The auction was significantly oversubscribed, receiving KES 34Bn in bids compared to the KES 8.0Bn on offer.

Below is a visual summary;
KES Bn

E

Amount offered 8.00 10.00 10.00 28.00
Bids received 34,245.63 19,767.82 2,238.32 56,251.77
Bids Accepted 29,205.96 19,585.94 2,231.48 51,023.38

Rollover/Redemptions 31,428.80 15,714.05 10,385.65 57,528.50

Weighted Average
Rate of Accepted Bids 8.77%
Inflation 5.6%

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

T-Bonds

The Central Bank of Kenya recently released the auction results for two reopened treasury bonds:
FXD3/2019/015 and SDB1/2011/030

Investor demand was strong, pushing total bids to KES 63Bn against an initial offer of KES 60Bn. This resulted
in an overall oversubscription rate of 113.7%. Out of the bids received, the government accepted KES 48Bn,
achieving a 70.0% acceptance rate.

Yield movements differed across the two maturities. The 7.9-year bond cleared at a weighted average accepted
yield of 12.8%, down from 13.0% during its previous reopening in May 2026. Conversely, the 14.4-year bond
cleared at 13.7%, rising above the 13.0% recorded at its last reopening in April 2026

Issue FXD3/2019/015 - Re-opened SDB1/2011/030- Re-opened
Tenor to Maturity 7.9 Years 14.4Years

Coupon Rate 12.34% 12.00%

Offered Amount KES 60Bn

Bids Received (KES Mn) 57,101.40 11,093.49
Amount Accepted (KES Mn) 41,139.13 6,609.37

Market Weighted Average Rate (%) 12.829% 13.799%
Weighted Average Rate of Accepted Bids (%) 12.763% 13.694%
Adjusted Average Price(Per KES 100) 99.562 90.360

New Borrowing/Net Repayment KES 48Bn

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

Simultaneously, the CBK is floating a voluntary KES 10Bn Switch Bond auction as a liability management tool.
The switch allows investors to move out of a 15-year bond maturing in February 2028 (11.25% coupon) into a
10-year bond maturing in November 2029 (12.28% coupon). Running through September 7, 2026, this move
helps the CBK avoid major lump-sum payouts and prevents debt rollovers from crowding out new budgetary
borrowing.




SWITCH OFFER

Issue FXD1/2013/015 - Source Bond FXD4/2019/010- Destination Bond
Tenor to Maturity 1.4Yrs 3.23Yrs

Coupon Rate 11.25% 12.28%

Offered Amount KES 10.00Bn

Period of Sale 27th August 2026 - 7th September 2026

Value Date 9th September 2026

Minimum Bidding Amount KES 50,000.00

Taxation 10.00%

r

Looking at secondary bond market turnover, the quantum decreased to KES 43Bn (-59%w/w) from KES 103Bn
in the prior week. Month on Month, bond turnover decreased by 17.73% to KES 202Bn in July from KES 246Bn
in June 2026.

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

Total domestic debt maturities in September 2026 are at KES 238Bn compared to KES 294Bn in August 2026.
See the chart below;
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Yield Curve
Local interest rates were largely stable during the week, with average government securities yields inching
slightly lower by c.0.219% w/w.

With the government expected to lean heavily on the domestic market to plug its budget deficits, borrowing
demands will stay high, keeping consistent upward pressure on local yields over the medium term despite high
liquidity conditions.

Below is a visual representation;

Yield Curve
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THE INTERNATIONAL SCENE

Weekly Insight: U.S. Labor Resilience, Energy Inflation Pressures, and Sovereign Yield Surges.

The global financial landscape entering early September 2026 was shaped by the interplay between surprising
U.S. labor resilience, persistent supply-side energy friction, and major central banks re-affirming a hawkish
posture. Rebounding crude oil prices—triggered by active military escalations and transit barriers along key
Middle Eastern maritime corridors—ignited fresh headline inflation concerns across net energy importers. In
tandem with robust U.S. employment data and lingering service-sector inflation, sovereign bond yields surged
across major developed markets, firming expectations that monetary policy will remain restrictive for longer
despite slowing industrial momentum in Europe and Asia.

Divergent Global Macro Readings & The U.S. Labor Surge

Global financial markets navigated conflicting macroeconomic signals, headlined by unexpected strength in
the U.S. labor market alongside slowing European consumer demand. U.S. Nonfarm Payrolls for August surged
by 162,000 jobs—substantially outperforming market estimates—while ISM Manufacturing PMI moderated
slightly to 54.6. In contrast, European growth indicators faltered, as German retail sales fell by 2.5% year-on-
year, marking five-year lows. The labor resilience in the U.S. reinforced a hawkish policy stance from the Federal
Reserve, elevating market-implied probabilities of an additional rate hike at upcoming FOMC meetings.

Escalating Middle East Conflicts & Oil Price Surges

Geopolitical risk premiums spiked following renewed military strikes between the U.S. and Iranian forces. Attacks
targeting commercial oil tankers near the Strait of Hormuz sparked fresh supply disruption fears, causing Brent
Crude futures to rally above $94 per barrel and U.S. WTI Crude to breach $90 per barrel. The escalation in
Middle East geopolitical tension reversed earlier commodity dips, feeding broader headline inflation worries
across global importing nations.

Sovereign Yield Expansion & Fixed Income Pressures

Sovereign debt markets faced broad selling pressure as higher energy costs and resilient labor figures prompted
traders to price in "higher-for-longer" monetary policy. The U.S. 10-year Treasury vyield rose to 4.80%, testing
multi-month high levels, while the U.S. 2-yearyield held near 4.29%. Concurrently, European and Asian sovereign
bond yields tracked higher, reflects the growing pressure on global debt instruments as market participants
tested central bank tolerance for elevated borrowing costs.

Foreign Exchange Realighment & U.S. Dollar Strength

The U.S. Dollar Index (DXY) rebounded sharply, supported by rising Treasury yields and safe-haven flows
stemming from geopolitical conflicts. The EUR/USD currency pair broke below key moving averages to trade
near 1.1580-1.1590, weighed down by weak German retail figures. Meanwhile, USD/JPY consolidated close to
the 160.00 threshold, as markets weighed potential Bank of Japan policy adjustments against persistent Dollar
momentum.

Kenyan Eurobonds

Yields on Kenyan Eurobonds remained stable the week dated 28th August 2026 to 03rd September 2026,
partly linked to the ongoing volatility in international markets. The table below summarizes the performance
across maturities:




02/28/2028

02/16/2031

05/22/2032

KENINT 01/23/2034

02/28/2048

Issuance 10-Year 2028 6-Year 2031 12-Year 2032 13-Year 2034 30-Year 2048
Maturity Date 28-Feb-28 16-Feb-31 22-May-32 1-Jun-34 28-Feb-48
Tenor to Maturity 1.6 4.6 58 7.9 21.6
31-Dec-25 6.0% 7.1% 7.2% 7.8% 9.3%
28-Aug-26 6.4% 7.2% 7.4% 8.0% 8.9%
31-Aug-26 6.4% 7.3% 7.5% 8.0% 8.9%
01-Sept-26 6.6% 7.4% 7.6% 8.1% 9.0%
02-Sept-26 6.5% 7.3% 7.5% 8.1% 9.0%

03-Seit-26 6.4% 7.2% 7.4% 8.0% 8.9%

Currency Performance

The Kenyan Shilling displayed mixed week-over-week (w/w) performance against major global and regional
currencies. Against global majors, the Shilling strengthened significantly by 2.4% against the Japanese Yen (JPY/
KES) while remaining flat (0.0%) against the U.S. Dollar (USD/KES). Conversely, it weakened across European
counters, depreciating by (0.6%) against the British Pound (GBP/KES) and (0.3%) against the Euro (EUR/KES).
Regionally, the Shilling recorded broad-based gains, appreciating by 1.1% against the Ugandan Shilling (KES/
UGX) and 0.1% against the Tanzanian Shilling (KES/TZX).

The U.S. Dollar Index was weakened by 0.25% during the week.

Murban crude oil prices rose to USD 86.01 per barrel on September 3, up from USD 81.78 per barrel on August
27, reflecting rising concerns about oil supply risks following renewed U.S.-Iran tensions, while spot gold prices
declined to USD 4,474.06 per ounce from USD 4,601.00 per ounce in the previous week.

See the table below;

GBP/KES 173.65 175.95 174.91 (0.6%) 0.7%
EUR/KES 151.43 150.91 150.48 (0.3%) (0.6%)
KES/TZX 19.03 20.39 20.42 0.1% 7.3%
KES/UGX 28.06 28.88 29.19 1.1% 4.0%
JPY/KES 82.39 81.26 83.19 2.4% 1.0%
USD/KES 129.01 129.47 129.47 0.0% 0.4%

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 decreased by -0.4% to close at USD 14.88bn, with import cover closing at
6.1 months. See the chart below for a visual summary.

Import Cover by Forex Reserves
30,000

25.000
20.000
15.000
10.000

5.000

6 o o o 4o
& 9

2
=)

9% 9% 9%
(CHR R IR
& & &
N PP

m Forex Reserves (USD bns) = Months of Import Cover (MIC) u Required minimum MIC
Source: Central Bank of Kenya (LBK), Chart: SIB

Stanbic Bank Kenya PMI (August 2026)

The Stanbic Bank Kenya Purchasing Managers' Index (PMI) dropped to 49.7 in August 2026 from 51.3 in July,
signalling a marginal contraction in private sector operating conditions after a brief one-month expansion.
Although customer demand remained resilient—driving a third consecutive monthly increase in new order
volumes alongside steady hiring and the highest business optimism in 3.5 years—firms were unable to translate
sales growth into increased production. High raw material inflation, tight liquidity, elevated fuel/transportation
costs, and specific input shortages forced businesses to cut output and draw down inventories at the fastest
rate since early 2023. Consequently, backlogs of work mounted as capacity failed to match incoming demand,
even as overall input and output price inflation moderated slightly from mid-year peaks.

Purchasing Manager's Index
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Kenyan Eurobonds

Kenya Eurobond Yields
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