WEEKLY FIXED INCOME REPORT
a’s Economy Grows 5.1% in Q2 Despite Rising Fuel Costs
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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 increased by 33% in the week, with average traded volumes coming
in at KES 19.8Bn from last week's KES 14.9Bn. Notably, the interbank deals inched 3% higher to close the week at 29

compared to the 28 recorded in the previous week.

Find the summary below:
Interbank Deals (Total) 28.00 29.00 3.57%
Inter- Bank volumes (KES bn) 14.87 19.80 33.12%
8.75% 0.00

KESONIA (bps) 8.75%
Source: Central Bank of Kenya (CBK), Table: 51B
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GOVERNMENT SECURITIES MARKET
T-Bills:

Investor appetite for Treasury Bills decreased this week as total submitted bids dropping to KES 29 billion compared to
ES 69 billion recorded last week, of which the fiscal agent accepted KES 28Bn resulting in the subscription rate of 99%
and a performance rate of 103%; outperforming the subscription rate of 76%, recorded the previous week.

The 91-day Treasury Bill remained the most attractive debt instrument, registering a performance rate of 623%. The
auction was significantly oversubscribed, receiving KES 50Bn in bids compared to the KES 8.0Bn on offer.

Below is a visual summary;

Amount offered 8.00 28.00
Bids received 14336.63 7693.14 6801.35 28831.12
Bids Accepted 14334.18 7685.02 &6773.91 28793.11

Rollover/Redemptions 13523.70 5798.60 20157.70

Weighted Average Rate of
Accepted Bids
Inflation

Source: Central Bank of Kenya (CBK), Table: S1B




T-Bonds:
In the primary space, The Central Bank of Kenya recently released the offer for the two re-opened bonds
FXD3/2019/015 and FXD1/2026/030 carrying coupon rates of 12.34%. and 12.50% respectively.

Find below a summary of the results:

Issue FXD3/2019/015- Re-opened FXD1/2026/030 - Re-opened
Tenor to Maturity 7.8Yrs 29.5Yrs

Coupon Rate 12.34% 12.50%

Offered Amount KES 50Bn

Period of Sale 23th Oct 2026 to 04th November 2026

Value Date 9th November 2026

Minimum Bidding Amount KES 50,000

Taxation 10.00%

The Central Bank of Kenya recently released the offer for a switch bond.

SWITCH OFFER T-Bills.
FXD4,/201%/10 -
Issue Destination Bond T 2696/091 T 2656/182 T 2585/364 FXD1/2023/005
Tenor to Maturity 3.0 ¥rs 0.03 ¥rs 0.03 ¥'rs 0.03 ¥rs 3.23 ¥rs
Coupon Rate 12.28% - - - 16.84%
Offered Amount KES 10Bn
Period of Sale 23rd QOctober 2026 to 09th November 2026
Value Date 09th November 202&
Minimum Bidding KES 50,000.00
Amount

Looking at secondary bond market turnover, the quantum increased to KES 61Bn (+49%w/w) from KES 41Bn in the
prior week. Month on Month, bond turnover decreased by 14% to KES 293Bn in September from KES 342Bn in August
2026.

Outstanding Debt Maturities (T-Bills and T-Bonds):
Total domestic debt maturities in October 2026 are at KES 244Bn compared to KES 238Bn in September 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.0.025% w/w.

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

Below is a visual representation;
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THE INTERNATIONAL SCENE

Weekly Insight: Synchronized Hikes, Energy Friction, and Global Yield Expansion

The third week of October 2026 was defined by persistent global stagflationary pressures as elevated U.S. core inflation
and robust retail sales led markets to fully price out any near-term Federal Reserve rate cuts, anchoring the federal funds
rate at 3.75%-4.00% and pushing long-dated U.S. 10-year Treasury yields to 4.88%. Structural supply disruptions across
the Strait of Hormuz held Brent crude firm above $103.50/bbl, maintaining cost-push input pressures and widening term
premiums across frontier sovereign debt markets.

Domestically, the pass-through from EPRA's mid-October retail pump price adjustments (Super Petrol +Sh12.93/L,
Diesel +5h9.90/L, Kerosene +5h28.49/L) heightened near-term inflation risks, threatening to push November headline
inflation toward 7.4%—nearing the Central Bank of Kenya's (CBK) upper target ceiling of 7.5%. Despite these energy-
driven headwinds, domestic macro fundamentals remain supported by the CBK holding its benchmark Central Bank Rate
(CBR) steady at 8.75%, robust Q2 GDP expansion (5.1% YoY), recovering private sector loan growth (10.6% YoY), and
steady progress on a $1 billion DFC-backed debt swap alongside ongoing IMF successor program discussions ahead of
December.

Global Central Bank Divergence & Elevated Sovereign Term Premiums

Macroeconomic developments through the third week of October reflected growing divergence in monetary policy
trajectories across major developed economies. In the U.S., persistent core inflation readings and robust retail sales data
led bond markets to fully price out any potential Federal Reserve rate cuts for the remainder of 2026, anchoring the
federal funds rate at 3.75%-4.00%. This policy stance pushed long-dated U.S. Treasury vields higher, with the 10-year
benchmark consolidating near 4.88%. In contrast, the European Central Bank (ECB) signaled an extended pause as euro
area business activity contracted further, while the Bank of Japan (BoJ) reiterated its hawkish tilt, preparing markets for
a potential benchmark rate hike beyond its current 1.25% level to combat import-driven inflation.




Strait of Hormuz Supply Tightening & Freight Overhead

Global commaodity markets rlernained under structural pressure as geopaolitical friction across Middle Eastern maritime
corridors showed no signs of abatement. Despite diplomatic efforts to establish safe transit channels, commercial tanker
traffic through the Strait of Hormuz remained constrained, maintaining a substantial geopolitical risk premium across
energy benchmarks. Brent crude traded in a firm range between $103.50 and $105.80 per barrel, while global middle-
distillate prices (particularly diesel and aviation fuel) faced compounding upward pressure from elevated marine
insurance premiums and rerouted shipping schedules around the Cape of Good Hope.

Emerging & Frontier Debt Market Pressures

The combination of elevated L.5. risk-free yields and sustained energy import costs expanded sovereign credit spreads
across emerging and frontier bond markets. Met energy-importing sovereign issuers faced heightened secondary market
yield volatility as investors demanded larger term premiums to hold long-term debt. In East Africa, sovereign debt
instruments felt the spillover of tighter dollar liquidity, reinforcing the critical importance of ongoing fiscal consolidation
measures and domestic revenue mobilization programs as highlighted in recent IMF and World Bank regional
assessments.

Greenback Resiliency & Regional FX Volatility

The US. Dollar Index (DXY) maintained its strong trajectory, advancing toward the 106.8 mark as persistent yield
differentials favoured .5, assets. Major currency pairs reflected this dollar strength, with the Euro (EUR/USD)
weakening toward 1.1040 and the British Pound (GBP/GBP) trading under pressure near 1.2920. In Asian counters,
USD/IPY hovered near 159.50, restrained only by market intervention warnings from Japanese fiscal authorities.
Frontier and African currencies experienced mixed dynamics; while elevated import bills continued to drain hard
currency reserves, steady central bank policy rates and active local market interventions provided a stabilizing anchor
against broad dollar strength.

Kenyan Eurobonds:

Yields on Kenyan Eurobonds increased marginally by average of ¢.0.025% during the week dated 16th
October 2026 to 22nd October 2026, partly linked to the ongoing volatility in international markets. The
table below summarizes the performance across maturities:

KEMINT KEMINT KEMINT KEMINT KEMNINT

02/28/2028 02/16/2031 05/22/2032 01/23/2034 02/28/2048
Issuance 10-Year 2028 G-Year 2031 12-¥Year 2032 13-Year 2034 30-Year 2048
Maturity Date 28-Feb-28 146-Feb-31 22-May-32 1-Jun-34 28-Feb-48
Tenor to Maturity 1.6 4.6 5.8 7.9 21.6
31-Dec-25 &.0% 7.1% 7.2% 7.8% 2.3%
16-0ct-26 T2% 2.9% B.7% 9.2% 9.8%
19-0ct-24 7.5% 10.0% B.9% 2.5% 2.9%
20-0ct-26 75% 2.9% ?.1% 9.6% 10.0%
21-0ct-26 74% 10.0% B.9% 2.5% 2.9%
22-0ct-26

Souwrce: Central Bank of Kenya (CBK), Table: 518

Currency Performance:

The Kenyan Shilling displayed mixed week-over-week (w./w) performance across major global and regional currencies.
Against major global counters, the Shilling traded flat against the U.5. Dollar (USD/KES) at 0.0% and the Euro (EUR/KES)
at 0.0%. Performance across other global currencies was split: the Shilling strengthened significanthy by 0.7% against the
British Pound (GBP/KES), but edged lower by (0.1%) against the Japanese Yen (JPY/KES). Regionally, the Shilling
appreciated strongly by 2.3% against the Ugandan Shilling (KES/UGX), while remaining virtually unchanged against the
Tanzanian Shilling (KES/TZX) at (0.0%).




The LS. Dollar Index weakened by 0.44% during the weel.

Murban crude oil prices rose to USD 108.23 per barrel on October 22, up from USD 102.39 per barrel on October 15,
reflecting elevated geopolitical risks in the Middle East and Europe. Over the same period, spot gold prices fell to USD

4,024.24 per ounce on October 22 from USD 4,170.25 per ounce on October 15, driven by a technology and artificial
intelligence sell-off that prompted investors to reallocate assets to safe havens.

See the table below;

BF/KES 173.65 74 17391 0.7% 0.2%
KES/TZX 19%.03 2036 20.35 (0.0%) 6.9%
EUR/KES 151.43 14581 145.83 0.0% fﬂ.?-ﬂﬂ
IPYTKES B239 B2.27 82.18 [EEA] (0.3%)
KES/UGXK 2B.06 31.17 3189 2.3% 13.]‘_'-5\5
USD/KES 125.01 12989 129.91 0.0% 0.7%

Abbreviations: GBP - British Pound, EUR - Eura, USD - US Doflar, UGX - Ugandan Shilling, TZ5 - Tanzamian 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 below;
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Kenya's foreign exchange reserves decreased marginally by 0.3% to close at USD 14.4%9bn, with import cover closing at
6.1 months. See the chart below for a visual summary.

Import Cover by Forex Reserves
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Kenya's Economy Grows 5.1% in Q2 Amid Rising Fuel Costs

Kenya's economy expanded by 5.1% year-on-year in the second quarter of 2026, accelerating from 4.9% in Q2
2025 according to the Kenya Mational Bureau of Statistics (KNBS). Headline output resilience was anchored by
double-digit expansion across core industrial and service sub-sectors, led by Utilities (+7.7%) and ICT (+7.2%), while
Transport and Storage (+4.4%) gained traction from higher railway freight and port cargo throughput.
Manufacturing rebounded to 2.2%, propelled by a 10.5% surge in cement output and strong sugar production,
offsetting an agricultural moderation to 3.5% caused by the early end of the long rains and a 3.1% fall in processor
milk deliveries. However, heavy global energy pass-through—evidenced by a 54.9% jump in average crude oil prices
to $104.45/bbl and a 32% spike in local diesel prices to KSh 217.80/L—pushed quarterly inflation up to 6.23%
(from 3.89% in Q2 2025) and weighed on private sector activity, as reflected in the Stanbic Bank PMI dipping to
446.6 in May before recovering to 50.0 in June. Despite these cost-push headwinds, easing interest rates and the
Central Bank of Kenya maintaining its 2028 growth forecast at 5.0% signal underlying macroeconomic resilience
across key demand drivers.




BACKGROUND CHARTS

KES/USD Performance:
KES Vs. USD
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Inflation:

Food, Transport vs Headline Inflation
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International Petroleum Prices:

International Petroleum Prices (Platts in USD/MT)

1800.00

1600.00

1400.00

:
A

1000.00 -

BO0.0D =

G00.00

400.00

[ pz-dag
oE-Amy

QE-Ing
gE-ung
PT-AEW
QE-ady
G-
QT
QT -uer

[ gz-38q

ST-AON
CE-120
sz-das

gz-any

SE-|nf
cz-ung
ST-AEW
SE-ady

| gz

ST

| GE-Er

LLAR |

| pz-AoN

P10
fE-dag
pT-any
wZ-nf
FE-ung
FT-AEW
T -y

ez

rE-ge4

——Super Petrdd ——Diesel — Kerosene




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
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