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O&IECTIVES OF THE CENTRAL BANK OF KET{YA

The Central Bank of Kenya's objectives are laid down in the Central
Bank of Kenya (Amendment) Act, 1996 as follows:

PRINCIPAL OE ECTIVES

The first principal objective shall be to formulate and implement
monetary policy directed to achieving and maintaining stabilrty in
the general level of prices

The second principal objective shall be to foster the liquidity,
solvency and proper functioning of a stable market based financial
system

SECONDARY OB.IECTIVES

Without prejudice to the generality of the above two principal objectives,
the Bank's secondary objectives shall be to:

Formulate and implement foreign exchange poliry

Hold and manage its foreign exchange reserves

License and supervise authorised dealers in the money market

Promote the smooth operation of payments, clearing and
settlement systems

Act as a banker and adviser to, and as fiscal agent of the
Government; and

6. Issue culTency notes and coins
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HrcHlrcHTS oF rHr Mnncu EcoNoMrc fuvrnw

Looking at the overall performance for the year

2OOZ, Kenya's economy measured by GDP

expanded by an estimated 0.9o/o in 2002

compared with l.2o/o in 2001. The l2.month

underlying inflation stood at3.4o/o in February

2003 compared with 3.8% in February 2002.

The 12-month overall inflation, however,

increased to7.So/ofrom 1.1% in the same period.

The increase in overall inflation was mainly

attributed to increases in the prices of crude

petroleum and related products and in domestic

prices of basic foods due to normal dry seasonal

weather pattems.

Interest rate for the 9ldayTreasurybill, however,

declined to 7.8o/o in February 2003 from 8.4o/o

in January. Money supply, M3X, on the other

hand, increased by LZ.7o/o in the year toJanuary

2003 compared with zero over a similar period

in 2002. The increase was attributed to rise in

both net foreign assets (NFA) and net domestic

assets (ND{$ of the banking system.

200?.. Adjusted for the provisions and the value

of securities held by the banking sector estimated

at Ksh 42.6bn,banks net exposure was IGh 1.1bn

compared with a net exposure of IGh 7.9bn in

January 2002.

On Gorrernment budgetary operations, the first

seven months of fiscal year 2007/03 resulted in

a deficit, on a commitmentbasis, of Ksh 20.6bn

or 2.lo/o of GDP conipared with a deficit of lGh

12.0bn in a similar period in the previous fiscal

year. The stock of public debt increased to IGh

632.7bn in January 2003 from IGh 613.8bn in

June 2002. The increase was entirely in domestic

debt as external debt declined.

Developments in the interbank foreign exchange

market indicate that the Kenya shilling
appreciated against the US dollar to exchange at

fGh 76.84 in February 2003 from lGh 77.7 in

January. The balance of payments improved to

US$ 178m surplus in the year to January 2003

from a US$ 4r" surplus in the year to January
2002. Foreign exchange reserves of the Central

Bank consequently increased to US$ 1,163m or

3.4 months of import cover at the end ofJanuary

2003 compared with US$ 1,035m at the end of

January 2002.

Assets of the banking sector similarly increased

to lGh 459.6bnatthe end ofJanuary 2003 from

Ksh 4z2.4bn at the end of January 2002. Non

performing loans (NPLs), net of interest in

suspense, were estimated at lGh 72.8bn or78.3o/o

of total loans in January 2003, compared with

Ksh 74.5bn or 30.Lo/o in January 2007.

Provisions for the NPLs decreased to Ksh 29.1bn

in January 2003 from IGh 30.1bn in January

) Kenya Monthly Economic Review, March 2003
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SELECTED ANNUAL ECONOMIC INDICATORS, 1998 - 2OO2

INDICATOR

" Rer,ised to refect data reported in Economic Suney 2002.

"' Fiscal year to June 30th.
."'Figures in parentheses rebrtoofficial resen/es in months of imports of goods and non-hctorservices.

Sourcas: Central Bureau of Statistics, Gentra! Bank of Kenya and Nairobi Stock Exchange

1. POPULATION

People in Mllions

Growth (%)

2. NATIONAL ACCOUNTS

GDP lr4arket Prices (Ksh bn)

GDP at Factor Cost (US$M):

At Current Prices

At Constant 1982 Prices

RealGDP Growth (%)

Per Capita lncome (US Dollars)-'

3. GROSS DOMESTIC SAVTNGS ( % of GDP at mkt prs)

4. GROSS DOMESTTC INVESTMENTS ( % of GDP at mkt prs)

5. CONSUMER PRICE INFLATION (URBAr.l)

Average Annual lnflation

Twelve-month lnflation

6. STOCK MARKET

Nairobi Stock Exchange Price lndex ('1966=100)

Trade Turnover (o/ol

7. GOVERNMENT BUDGET (Ksh bn) *t*

Revenue and Grants

Expenditure

Budget Deficit (-) / SurPlus (+)

Budget Deficit ( % of GDP)

8. MONEY Al,lD CREDIT (Ksh bn)(end period)

lvbney Supply (ffiXr)
lrloney Supply (M3X)

Reserve lvloney

Tota! Dorpstlc Credit
Government

Others

9. BALAiICE OF PAYMENTS (US$ m)

Overall Balance

Current Account

Capital and Financial Account

10. FOREIGN EXCHAIIGE RESERVES (US$ m)

Official***"

Months of imports

Commercial banks & public

11. PUBLTC DEBT (US$ bn)

Domestic

As % of GDP

External

As % of GDP
12. EXCHAI.IGE RATE (Ksh/US$) (A}INUA AVERAGE)

691 742 796 895 924

28.8

2.4

29.5

2.2

5.7

10.4

30.2

2.1

30.8

2.1

9833

9465

1.2

311

6.5

14.5

1355.1

0.2

31.4

2.0

76

-216

292

1,614

1,067

(s s)

547

7.9

3.3

26.4

4.6

37.6

79.5

9825

9285

1.8

325

9.8

'17.4

6.6

0.7

66

-549

615
1,100

783

(2.5)

317

8.7

3.0

30.2

5.7

57.7
60.4

9090

9417

1.4

322

10.9
,|.6.2

9005

9393

-0.2

314

7.4

15.4

-8

-288

279

1,398

897

(2 e)

501

7.7

2.5

22.8

5.2

47.9
76.2

10533

9593

284

6.4

13.5

1362.9

0.5

204.6

226.9

-22.3

-2.4

0.9

't0.0

11.8

5.8

1.8

1.9

4.1

1913.4

0.2

2962.1 2303.2

0.4 0.2

414.4

345.7

79.0

358.5

84.1

274.3

184.9

195.0

-10.1

-1.6

201.2

197.3

3.8

0.5

182.7

175.2

7.6

1.0

216.4

232.9

-16.5

-2.0

381.3

333.6

75.0

350.6

91.1

260.6

435.5

360.0

77.7

362.1

76.4

285.6

462.1

368.4

79.1

334.1

89.1

244.9

521.2

406.0

88.5

406.3

108.6

297.7

-21

-214

193

1,104

791

(2.e)

313

8.0

2.6

24.5

5.4

50.6
70.3

22

-398

420

1,459

1,064

(s 2)

395

7.7

2.8

23.9

4.9

41.8

78.7
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SELECTED MONTHLY ECONOMIC INDICATORS
2W1 2m,2 2m3

fc Jan ll/lar Jm Sep Oct tlo/ tbc Jan hb
[fi-Anc{("4

O,erall(t.tbn)
12-montr

A,erage annual

Lredying (o,arall excludrg food ard ercr5f
12-montr

Aerage annual

INIBE;TRAIES(%
91{ayTreasurybill
Oerdraft

SrEK[,lAEGr
Nairobi Stock Echange Price lrdex

Trade Tuntorer (%)

@vBN\,ENIElIrcEf (rch blr)
Relenue and Gants

Ependiture:

&dget Dficit (-) / SuPus (+1

rlo\ErAtocFErT(l(9hh)
tvlcneySupply(NA)fi)

Nbneytupply(lrEX
Resene trrbney

Total tbrpsticOedt
Cowmment

Priwte Sedor

6. IIUTEYAN) CFEDIT (Arud %ctnrge)
lvbreytupply([A)Q
Ivlrney$pply([AX
Resene lt/bney

Tctal tbnestic Oedt
@lemment
Priwte Sector

7. BAI-AIGOFPA\0IEITS flJS$ m)

Oprall Balarpe

CunentAccount Balance

Trade Balance

Capital ard Financial Account

8. ffiGll E(CIIAI$EREIERI/ES (tlS $ m)

fficial*'*
lvbnthsof imprts

Commercial banks

9. REJCTET(IJS$un1
Domestic

As%of CDP

&temal
As%of GDP

1 0. GrcS ffiESIIC IEBT (lGh bn)*
ll.AVBAGED(CMMERAIE

lGMJS$

lGhPourd Slerling

tGhi 100 Yen

]Gh/Euro

1.9

3.5

1.8

1.8

1.9

1.7

2.7

1.7

4.1

1.9

7.5

3.0

4.1

5.3

4.1

5.1

3.7

4.6

1.7

3.7

1.8

3.4

1.9

3.1

2.7

2.9

1 1.0

20.0

10.9

19.3

10.1

18.8

8.3

18.6

8.4
'18.6

8.4

18.5

1.8

5.8

6.5

2.4

3.0

2.8

3.4

2.8

7.8

5.0

5.5

2.8

2.3

0.4

4.8

1355.1 1343.0 1183.1

0.17 0.15 0.21

7.3 7.6 8.1

18.5 18.5 18.9

1082.6 1043.4 1 1 ',|6.4 1 161 .6 1 362.9 1 510.6 1 557.7

0.19 0.36 0.23 0.40 0.47 0.60 0.35

462.1

368.4

79.1

334.0

89.1

2M.9

4@.2

360.6

73.6

325.8

u.2
241.7

46r,.4

3m.1

75.8

329.5

88.6

244.8

483.9

378.3

76.9

341.9

94.7

247 2

499.4

387.4

78.6

354.3

101.6

252.6

497.7

387.3

77.1

355.5

103.9

251.6

509.9

395.7

80.6

362.6

10B.4

254.2

93.8

102.2

{.4

110.5

1?2.4

-'12.0

142.3
'157.6

-'t 5.3

203.3

225.6

-22.3

48.6

578
-9.3

u.4
79.3

-'t4.9

BO.B

98.7

-17.9

100.'r

120.7

-20.6

521.2

406.0

BB.5

364.9

108.6

256.3

12.8

10.2

11.8

9.2

21.8

4.9

20
2

-1 30

22

1614
"t067

(3 3)

ill
7.9

3.3

26.4

4.6

37.6

259.8

79.5

126.1

65.1

81.0

119.0

139.6

.20.6

523.8

406.4

83.5

364.8

108.4

25f.4

13.8

12.7

13.4

12.0

28.8

6.1

42

-11

33
53

1459

1064

(3 2)

395

7.7

2.8

23.9

4.9

41.8

ZN.O

4.3

0.0

3.4

-1.2

14.9

-5.9

78.6

112.8

59.3

69.5

-24

-14

AB
2

144.2

1035

(31)
406

7.7

2.8

24.2

4.9

41.5

,?r.7

5.7

2.1

8.2

{.6
16.7

-5.7

78.1

111.1

59.5

68.4

25

-121

-140

145

1479

1077

(3 4)

402

7.8

2.9

24.9

4.9

41.3

22B2

8.4

6.7

10.9

5.4

37.9

-3.4

43

-57

-'139

-100

1 563

1137

(s 6)

427

7.8

3.0

25.6

4.8

41.1

236.0

10.6

8.4

12.6

7.3

32.5

-0.4

78.8

122.5

65.2

77.3

4
-55

-1 39

59

1548

1 1"t9

(3 5)

4n
7.9

3.2

25.5

4.8

38.1

2fi.8

-19

-95

-1y
76

1534

1096

(3.5)

438

7.9

3.2

25.5

4.7

37.9

2512

13.6

9.6

9.1

6.6

18.4

2.2

79.6

125.1

65.5

79.7

-31

-13

-129

-19

1 515

11il
(3 3)

461

7.9

3.2

25.9

4.7

37.7

255.2

90

2

-121

87

1651

1 163

(3 4)

487

8.1
aa

26.8

4.7

37.4

zil.O

77.7

125.7

65.4

82.6

6.1

2.3

1.8

0.8

16.5

-3.9

78.7

113.2

61.9

70.2

9.5

7.0

6.9

62
23.2

05

78.7

116.6

63.7

75.1

79.3

123.6

64.0

77.8

u
82.

. Pnoilsional.

.' Cumulatiw fiscal year 2001l02 br.rdget out-tum: deficit induding grants and on commitrnent basis.
*** Figuras in parenfreses referto official resenes in terms of monts of imports of goods and non-hdor senices.
...-Edudes tGh 2,028m lltrFdisbursements onlentto the Gor,t. bytre CBK which is included in etemal publicdebt.

Sources: Central Bureau of Statistics, Gentral Bank of Kenya and Nairobi Stock Exchange
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Introduction

The overall inflation continued to rise in February

2003 due to pressure from shorrfalls in the supply

of basic food items following the unusually dry

weather spell. The rapid increase in the cost of
perroleum, reflecting teruions in the Middle East,

also contributed to the overall inflationary
pressures. The underlying inflation, which is

amenable to monetarypolicy, however, remained

within the 5% policy target at3.4o/o.

Overall Inflation

The latest rrends in the overall inflation are as

shown in Table 1A and Chart 1:

o The overall l2-month inflation rose to 7.5olo

in February 2003 from 1.1%o in February

2002 and 6.50/o in the year to January 2003.

TABLE 1A OVERALL INFLAT|ON (%)

CHART 1

Sourcct: C.lrtsrl &rr\u ot StrtrO6 e Ccnd Brnh ol Trooyr

rThe rate o[change in the CPI over the sanre nronth in tlre previous

ye:rr, sornetimes referred to as the "annual" rate of change.
rPercentage change in the average CPI for thc lirst 12 months over

thc average CPI for the previolrs 12-month period.

T[ble 18 shows the evolution of prices of some

selected commodities, with the largest

contribution to the overall inflationarypressures

over the last twelve months. The prices of
perroleum products increased by at least 107o

while prices of basic food increased substantially

during the period.

TABLE 18: PRICES OF SELECTED ]TEMS

liam Unlt Awrage Arnga %lncaatta

02 03

Maize gBin

Maize tlour

Onions

TfrnatGs

Sups petrol

Dsel
PaBfin

lks

2k9

1ks

1kg

1 LrtE

1 Lrte
't Lilm

12.37

37.71

38.4

35.35

54.1

42.81

33 04

15.39

41.54

40 63

44.24

60 76

47.6

36.92

24.4

10.2

58

252

12.3

11.2

1'l 7

Sourc6: Cont rl Burcru of Strtiru6 t Canlral Bank of Kenya

Underlying Inflation

The underlying inflation, which excludes food

and energy prices, evolved as shown in Tlble 2

and Chart 2'

The underlying 12-month inflation was

lower at3.4o/o in February 2003 compared

with 3.8% in February 7002.

The overall average annual inflation
increased to 3.0o/o in February 2003 from

2.4"/o inJanuary.

The overall inflation measured by the

change in the overall inflation index

between January and February 2003,

however, declined to l.lo/ofrom an increase

of l.8o/o in January 2003.

The underlying average annual inflation was

much lower at 2.8o/o in February 2003

compared with 5.2o/o in February 2007.

a

a

a

2@1 M2 2@3

Jan Jun Dec J8n Feb Jun Sep Doc Jrn Fob

lzf,onth' 12.0 4.6 r.8 0.4 1.1

Altrageannualz to.2 lo.1 5.0 a.o 4.1

Olang8s o\sonemonth 0.9 0.2 {.2 {l.t 0.1

OlangB3ols3rnonlhs 1.9 2.3 4.3 {.9 O./t

2.8

2.3

1.2

3.4

'1.8 4.'t 6.5

1.4 1.9 2.4

o.3 1.3 't.8

-r.0 2.0 3.5

7.5

3.O

't.1

L2

bEPEb&&*@bbhtu
&

6

a
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TABLE 2: UNDERLYING ll,lFLATlON (%)

2001 2002 2003

Jan Jun Doc Jan Feb Jun Sep Ooc Jan Feb

12fionth 5.9 5.4

Alerag€ annual 5.2 5.4

Chang€so\€ronemonth 0.9 0.0

Chanoes o\or 3 months 1.7 1.2

5.0

5.5

o.2

0.4

a7

4.6

0.1

0.9

3.0

2.8

08

1.6

3.4

2.8

0.4

1.8

4.',t 3.8

5.3 5.2

0.0 0.0

0.3 {.6

't.7

J,/

0.1

0.3

2.7

2.9

0.6

0.9

CHART 2

a

a

TABLE 3: OVERALL 12.MONTH INFLATION BY INCOME

GROUPS(%)

The 12-month inflation in goods and

services purchased by the combined

Nairobi income groups, therefore,
increased to 7.0o/o in the period from

negative 0.lo/o in the year to February 2002

and 5.9% in the year to January 2003.

The 12-month inflation in goods and

services purchased by consumers in towns

other than Nairobi also increased to 7.7"/"

in February 2003 from 7.0o/o in January

2003 and 6.7%" in the year to January 2003.&
M*AFMly&&AqSA&lb hI.F$

m

Sources: Central Eureau of Statistics & Central Bank of Xenya

The underlying inflation, measured by the

percentage change in the underlying consumer

price index bet'ween January and February 2003

also declined to 0.4o/o from 0.8% in January

2003.

Inflation by Income Groups

The increase in the overall inflation in February

7003, affected various income groups as follows

(Thble 3 and Chart 3):

a The 12-month inflation in goods and

services purchased by the Nairobi lower

income group increased to 7.8% in
February 2003 from negative 0.3% in

February 2002 and 6.60/0 in the year to

January 2003.

a The l2-month inflation in goods and

services purchased by the Nairobi middle/

upper income group increased to 3.7o/o in

February 2003 from l.lo/o in February

2002 and 3.3o/o in the year to January 2003.

&1 N2 2rrB

Jan Jlrl hc Jan Feb Jrn Sep ec Jan Feb

cxaCr r

Rerr,J ,,1J. IoM's

Nd.oH
nHdbrupp.I

6

0

bb
2002

&r Apl &y In U tug Sop tu Mv 0.c trn F.b

Sources: Centrul Bureau of St.tistica e Central Brnk of Kenya

Inflation by Categories of Goods and

Services

Fuel and power; and food and drinks had the

highes levels of inflation ar 11.8% and 10.2o/o,

respect:v.ly, during the t'welve monttrs to Fcbruary

2003 in conrrastwith negative 0.60/o and negative

0.4% in the year to February 7007. Transport

and communications had 5.60/o inflation

I\Eircti Lol€r

l&irdi trifldrF
Itirctiffirrd

o.2 -20

t5 1.2

04 -1.4

24 1.7

1't.5 1.3

8.7 46

10.9 1.9

1z7 6.4

{I3

1.1

.(I1

z0

4.5

22

41

21

1.6 4.0

3.2 3.0

1.9 3.8

1.7 4.5

66

3.3

59

6.7

7.E

3,7

7.O

7.7dLlErTo,v6

7Kenya 1,,'1o,rr1rly Econontic Reyiev,, Murch 2003



comparedwirh}.4o/o in the same period. Inflation

in the other categories of goods and services,

which were not affected by the dry weather spell

and events in the Middle East, remained relatively

low during the period as shown in T[ble 4 and

Chart 4.

TABLE 4: BASKET WEIGHTS & OVERALL 12-MONTH

INFLATIOT{, JAN. FEB 2OO3

' tlmbqs in prrflll€s.6 ft irrqno gu{ Eglls

CHART 
'

Sourccr: Cmtsrl &fioru of Stldrticr E Ccntnl Brnh of Kcnyr

Outlook

The supply of basic food items is expected to

increasewith the ending of theJanuary-March dry

spell. The evolution of petroleum prices in the

coming months will, however, depend on the

current geo political developments in the Middle

East. The Central Bank will, however, continue

to implement appropriate monetary policy aimed

at containing underlying inflation, within the 5o/o

target. The continuing strengthening in the

shilling exchange rate is also expected to reduce

inflationary pressure.
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All measures of money supply increased rapidly

in the year to ]anuary 2003 compared with the

year to January 2002 (Tables 5 and 6 and Chart
5). Developments in money supply during the

period under review were as followst

The money supply, M3, comprising
currencywith the non banking public and

private sector shillings deposits placed with
banking institutions increased by 10.8%

compared with 2Y" growth in a similar
period in2002.

TABLE 5: AIINUAL PERCET{IAGE CHA}IGE ltl ilONEYSUPPLY

2002 m03

Ibc Jan ilar Jun

CHART 5
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Source: Central Bank of Kenya

TABLE 6: MONEY SUPPLY AND ITS SOURCES (Ksh bn)

Absolute and percentage changes do nol necessarily add up due to rounding
1/ Broader money, M3XT, comprlses M3X and non banking public holding of Governmenl securilies.
2/ Broader money, M3X, comprises M3 and residenls loreign currencydeposits with local banks.
3/ Broad money, M3, comprises currency outside banking insrilulions, and all private and olher public seclot holdings of
demand savings and time deposits. lt excludes central and local Government deposits with banking institutions.
4/ NFA at constant exchange of Ksh 78.95 lo lhe US dollar (Sepl. 30th, 2001).
5/ Excludes interest in suspense.

Sourca: Centnl Blnk of Kenye
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2.5
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r 2.8 13.8

Jan.
2002

Jan.
2003

Annual Change
Absolute Yo

523.8

406.4

350.8

338.4

10't.6

75.9

25.7

304.8

364.8

108.4

19.6

88.8

256.4

-60.1

83.5

57.4

26.1

5. Net domestic assets (5.1+5.2)

5.1 Domestic credit (5.1.1+5.'1.2)

5.1.1 Government (net)

Central Bank

Banking institutions

5.1 .2 Private sector and other public sector 5/

5.2 Other net domesic assets (5-5.1)

460.2

360.6

316.6

303.2

92.5

74.7

17 .8

268.1

325.8

84.2

10.9

73.2

241.7

-57.7

73.6

50.1

23.6

63.7

45.8

34.3

35.2

9.1

1.2

7.9

36.7

39.0

24.2

8.7

15.5

14.7

-2.3

9.9

7.4

2.5

9.8

1.6

44.3

13.7

12.0

28.8

79.4

21.2

6.1

.4.0

13.4

14.7

10.7

120.1 105.8 -14.3 -11.9Treasu bills outstandin

Memorandum items

11

1. Money supply, M3XT 'll
2. Money supply, M3X (4+5) 2/

3. Money supply, M3 3l

Of which: M2

Net foreign assets 4/

Central Bank

Banking institutions

Reserve money

Currency in circulation

Banking institutions' deposits with CBK

13.8

12_7

10.8
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The broad money supply, M3X, that
comprise M3 and residents foreign currency

deposits with commercial banks increased

by 17.7o/o compared with zero growth in a
similar period in 2002.

The broader money supply, M3XT,
comprising M3X and non$ank investment

in Government securities, expanded by
13.8o/o compared with 4.3o/o growth in a

similarperiod in7002.

The NDA expanded by IGh 8.7bn from lGh
16.3bn to Ksh 7.6bn in the year toJanuary 2003.

Credit to Govemment, increased bv IGh 8.7bn
and dominated the NDA e:<pansion given that
liquidiry injection from Ksh 4.4bn draw down
of commercial banks deposits held with the
Central Bankwas offsetby a matching decline in
other domestic assets. The expansion in credit
to Government reflected utilisation of the
overdraft facility. Meanwhile, the liquidiry
injection of lGh 4.4bn through commercial
banks comprised Ksh 2.8bn in net redemptions

of repo Treasury bills and IGh 1.5bn additional
advances to banks. Although the stock of repo

bills held by commercial consequently declined

from IGh 18.8bn by end January 2002 to lGh
16bn by end January 2003, it, however, rose by
IGh 9.1bn in the month of January 2003. The

January 2003 accumulation in the repo stock

reflected timely action by the Bank to stem

unwarranted pressures on domestic prices by

withdrawing excess liquidiry with commercial

banks.

The money supply M3X o<panded by IGh 45.8bn
in the nvelve months toJanuary }}}3,reflecting
increases of lGh 9.1bn in banking system net
foreign assets (NFA) and IGh 36.7bn or 13.7o/o

in net domestic assets NDA). The accumulation

of the NFAwas largely in holdings of commercial

banks. The expansion in NDA wholly reflected

increased credit to both the Govemment and the
private sectors, which offset a marginal decline in
other domestic assets. The 6% credit expansion

to the private sector partly supported an estimated

O.9o/o growth in domestic output in2002.

Reserve Money

Reserve money, comprising currency in
circulation and bank deposits with the Central
Bank, increased by 13.4o/o in the year toJanuary
2003 compared with 3.4o/o grofih in the year to

January 2002. Both components of reserve

money increased rapidly during the period under
review (lable 7 and Chart 6). The reserve money

expansion originated largely from net domestic

assets (NDA) of the Central Bank as the increase

in net foreign assets (NFA) remained marginal.

Due to the suspension of donor inflorvs, the Bank
continued to make Government debt service

paymentswith foreign erchange purchased from
the domestic inter.bank market.

t.t Fonlgr 4...b

clt(
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Credit Developments

Credit to the economy from banking institutions
recovered in the year to January 2003 from the
decline during a similar period in 2002. The
expansion was mainly in credit to Govemment,
which exceeded the set rargets. The credit
expansion to the private sector, however, fell
below set targets due to the impact of strong
competition from the attractive risk-free
investment in Govemment securities.

Highlights on Domestic Credit

Trends in net domestic credit reversed from
l.Zo/o repayment in the year to January
7002 to l2o/o expansion in the year to

January 2003. After standing at Ksh
325.8bn in January and February ZOOZ,

net domestic credit from banking
institutions increased bylGh 39.0bn to lish
364.8bn in January 2003.

The IGh 39bn credit expansion comprised
increases of Ksh 24.}bn or 28.8olo to
Govemment and Ksh 14.7bn or 6o/oto rhe
private sector. Credit to Government
accounted {or 62.20/o of the total and
reflected reliance on domestic bank
resources to finance the budget deficit. Net
credit expansion to Government also
reflected the draw down of Government
deposits held at the Cenrral Bank, new
lending through advances and investment
in Government securities. Government
indebtedness to the Bank increased by lGh
8.7bn in the t'welve months to January
2003, and that to commercial banks and
NBFI's expanded by IGh 15.5bn over rhe
same period. Underscoring greater
Govemment recourse to banking system

for domestic financing, the share of bank

financed net domestic debt rose from
45.8o/o in January 2002 to 48o/o inJanuary
2003.

Bankingsystem lendingto the privare secror

expanded by Ksh 14.1bn in the rwelve
months to January 2003,with commercial
banks being the principal sources. The
banks channelled I<Gh 25.6bn to private
households, finance and insurance,
transport and communications, and
agriculture but also received t<lsh 11.6bn in
repayments byother actMties, trade, mining
and quarrying and business services (Table

8). The credit to the private sector, however,

fell below the respective targers throughout
the year due to low economic perfiormance.

The credit expansion to the private sector
was also constrained by high interest rates

with average lending rate ar 18.3% and
thorough scrutiny of new loan applicarions
by banks in order to minimise incidences

of non-performing loans.

a

a

a

a

TABLE E: CRE0II TO PR|VAIE & OTHER R BUC OECTORS
(Krh bn)

t. Cr.dlt b 0lll.r rubllc r.ctor
Local govc.nmant

Parasl.t.li
2. Cradllto pilvat r.clcr
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Buildrng and con6kucl6n
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R6il ssla16
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P.rvale housaholds

Consum€r durabbs

Eusrn6ss sorvrc6s

0lher actlyr16s
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Structure of the Banking System

Thcre were 43 commercial banks, 2 non'bank

financial institutions 0'JBFIs), 2 mortgage finance

companics, 4 building societies and 48 forex

lrureaus in the banking system as at end of

Ircbruary 2003 (Tablc 9). The declinc from 55

institutions in Fcbruary 2002 to 51 in February

2003 followed the mcrgcrs involving six

institutions and thc closurc of a bank by the

Oentral Bank of Kcnya. The closcd bank was

subsequcntly placcd undcr liquidation by the

[)cposit Protection Fund Board (DPFB).

TABLE 9: COITMERCIAL BANKS, NBFIg & FOREIGN EXCHANGE

BUREAUS

(a) OperalirE
(b) Under Cenital Bank stahjtory rnanagernenl

BuildirB Societies
Mortgage FinarEe ComParies
Nor}bank FinarEial lstittilions

fa) Operating
(b) Under Certral Bank stiatutory managernent

Total

Bureaus

Source: Canttal Btnk of KenYa

Assets and Advances

Total asscts of the banking system increased to

Ksh 459.6bn inJanuary 2003 from Ksh427-4bn

in J:rnuirry ZOO7. Loans and Advances, which

irccountcd for 56n/n of total assets increased by

Ksh 9.5bn to Ksh 757.lbn in January 2003 from

Ksh 247.6bn in January 7002 (Table 10). The

increase in total advanccs was mirinly duc to

increascd lending to the transport and

communications, financc and ir-rsurance and

private household sectors.

TABLE i0: SELECTED ASSETS OF THE BANKII{G

NST[[UT()NS (Krh bn)

'Absorule may nol up due lo

" I nclude s i nletD ank b alance s.

Sourcc: Csntnl Ernkol KenYr

Other Assets

Banking system investmcnt in Government

sccuritics increased by 5.4"/" to Ksh 98.9bn in

January 2003 from lGh 93.9bn in January ?-007,

and accounted for Z7o/o of total asscts. Cash

dcposited with thc Cenral Bank dccrcased to Ksh

24.8bn from Ksh 25.1bn and accounted for 57o

oftotal assets.

Asset Quality

At the end of January, 2003 non'performing

loa.ns (NPLs) were estim:rtcd at Ksh 72.8bn or

7tl.3o/oof total loans, comparcd with Ksh 74.5bn

or 30.17o of total loans in January 2002 (Table

11). The dccline in non-performing loans by Ksh

1.7bn was mainly due to loan write-offs by some

institutions. The non-performing loans were

mainly concenrrated in ten institutions, which

accounted for Ksh 44.}bn or 61% of the

industry's total non-perform ing loans. Provis ions

for NP[.s decreased to Ksh 31.5bn from Ksh

37.6bn in January 2003. On avcrtrgc, howcver,

the banking sector was well cushioncd against the

NPt^s as the estimated value of securities at Ksh

42.6bntogether with provisions rcsulted in a net

exposure of only Ksh 1.1bn compared with a net

cxposure of IGh 7.9bn in January 7002.

43
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3.

4.

5.

6

7.

L
9.

10.

1l.

12.

C€nerd Prouisions

Tdal Provisk E (2+3)

f'{et Ad\arEes (14)

Total lsrFPerfomirE Loals (tfls)"
t$t tlorFPerformirg Loar6 (e2)

VdLe of secLrilies (estimated)

t€t Exposure (7-8)

Total lPLs as % d total Loans (6/1)

Tolal Pro/isiofts as % of total loans (lu1)

247.6

30. r

2.5

32.6

215.O

74.5

4.4
36.5

7.9

9.1yo

13.2/o

3.tr/o

257.1

4.1
2.4

31.5

25.6
72.8

43.7

42.6

1.1

28.3o/o

12.3%

0.40kas % of lotd loans (9/1 )

1 TdalAd\rarEes

2. Spcifrc Provisbrs

TABLE 11: NON-PERFORMING LOANS' (NPLs) & PROVISIONS

(Ksh bn)

Jan{3

'ftg B\ise<t twlitp sFtqn &*live Agtl 2@2 excludE susrytded rt6l a tdd
bals dn rotpiqntry /onts (lfts)

Source: Ccntnl Bank of Kenyr

Deposit Liabilities

Deposits, including interbank deposits and

accrued interest, held by banking instirutions

increased by lL"/o to [Gh 364.1bn in January

2003 from Ksh 328.0bn in January 2002. In

terms of market share, the largest ten commercial

banks accounted for 77 .3o/" of all deposits in the

banking system.

Capital and Reserves

Capital and reserves of the banking system

increased by 0.4"/" to Ksh 56.8bn in January

2003 from Ksh 56.6bn in January Z00Z (Table

12). Capitalisation, measured by the ratio of total

capital to total risk-weighted assets ratio,

decreased to 17.60/o at the end of January 2003

from 18.9% at the end ofJanuary7002, and was

above the l7o/o minimum requirement.

TABLE 12: SELECTED LIABILITIES OF THE BANKIi{G

INSTITUTIONS (Ksh bn)

'Absotute and percenlage changes may not noce$adly add up due to rounding

" I ncl ude s inte rb ank b al a nce s.

Source: Centnl Bank of Kenyr

Profitabiliry

Unaudited pre-tax profits of the banking sector

increased by ZYo to IGh l,3Z5m forJanuary 2003

from Ksh 1,302m inJanuary Z002.The increase

was mainly atributed to improved gains in foreign

exchange and other income, coupled with a

reduction in interest expense on deposits.

Building Societies

The combined total assets and dcposits of the 4

building societies were ll^sh 9.7bn and Ksh 7.5bn,

respectively, while total advances amounted to Ksh

3.5bn at the end ofJanuary 2003. Income stood

at Ksh 125m while expenses stood at lGh 85m

realising a profit before tax of lGh 40m in January

2003.

Cash and Liquiditv Ratio

The banking system remained stable in January

and February 2003 as banking institutions

observed the minimum liquidity ratio and cash

ratio requirements (Table 1l and Chart 7).

The minimum requirement for liquidity assets to

deposits liabilities ratio for commcrcial banks,

Jan
2002

Jan Annual Changa'
2003 Abrolute '/o

LIABILITIES
Deposits"
Csoilal and Resenes

ForL'ign t.iabilities
Other Liabilities

365.8
328.0

56.6
9.3

28.4

.O2.E

364. r

56.8
90

n.7

37.0
36.0

o.2
{.3
1.3

t0.1
11.0

0.4
-32
4.6
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NBFIs, mortgage finance companies andbuilding

societies was maintained at}}o/owhile the cash

ratio requirement remained at L)o/o.

Commercial banks on average maintained44%

liquidityratio for the second consecutive month

in January 2003 as NBFIs' liquidity ratio

increased to 670/o ftom 560/o in Decemb er 2002.

The liquidity ratio for mortgage finance

companies rose to 37olo ftom 3lo/o as that for

building societies eased to 49o/o from 50%. The

liquid assets comprisedlargelycash h d, balances

with banks and investments in Government

securities.

The ratio of cash balances held with the Central

Bank to deposits liabilities of commercial banks

rose to 107o in February from9.5o/oin January

7003, while the cash ratio for NBFIs increased

to L4.5o/o from 14.3o/o over the same period.

I
I
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Principal money market interest rates continued

to decline in the year to February 2003 (Table

14 and Chart 8) as follows:

The monthly average 91 days Treasury bill

rate eased to8.4o/o inJanuary 2003 and 7.8

percent in February from 10.8% inJanuary

2007. The fall reflected excess liquidity in

the money market due to sluggish demand

from the private sector and the successful

restructuring of the Govemment domestic

debt towards longer-term maturities.

Reflecting the impact of these factors, the

average inter-bank rate similarly eased from

a

TABLE 14; IIITEREST RATES (% per annum)

'lt.EylTuyufial

CHART 8
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a
Sourso: Crntrll Brnkof Xcnyr

10.3o/o in January Z00Z to 7 .lo/o in February

2003.

The interest on three months time deposits

with commercial banks declined to 5.5o/o

in January 2003 from 6.90/o in January

2002 while the average rate on savings

deposits eased to 3.4%o from 4.4o/o ovcr the

same period. The average deposit rate also

fell to 5.5"/" from 5.7o/o. The real interest

rates, however, turned negative in

December 2002 and January 2003 due to

acceleration in the overall month on month

inflation to 6.5o/o and7.5o/o, respcctively.

The decline in average lending rates was less

spectacular, from L9.3o/o in January 2002

to 19.0o/o in January 2003. Consequently,

the average interest spreads widcned from

13.6 percentage points in January 2007 to

14.3 percentagc points in January 2003.
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The shilling continued to gain against most major

currencies except the Euro in February 2003. It
gained against the US dollar, the Sterling Pound

and the Japanese Yen to rrade at an average of
IGh 76.8, lGh 123.8, and Ksh 64.3, respectively,

in February 2003 compared with an average of
lGh 77.7, fGh 125.6, and IGh 65.4 in January
2003. The shilling, however, weakened against the

Euro and the South African Rand by 0.3% and

3.60/o, respectively. Against the Tanzania shilling,

the shilling gained by 3.8% to trade at Tsh 13.3

and against the Uganda shilling by 1.9% to

exchange at Ush 24.5 in February 2003.

TABLE 15: SHILLING EXCHANGE RATE

Ssp Dc Jan lr $p Dc J.n Fshrry

shilling remained relatively stable against the US

dollar to trade at an average of Ksh 78.5

compared with lGh 78.6 in the year to February

2007. The shilling, however, lost against the

Sterling Pound, the Euro and the Japanese Yen

to exchange at an average of IGh l70.4,lch 76.7

and IGh 63.9, respectively, in the year to February

2003 compared with NGh 112.7, lGh 69.7 and

Ksh 63.3 in a similar period the previous year.

Against the South African Rand the shilling
gained by 9.1o/o to trade at Ksh 7.9. The shilling

also srrengthened against the Tlnzania shilling to

exchange atTsh 12.5 comparedwithl;h 11.4 in

the year to February 2002, and marginally against

the Uganda shilling to exchange at Ush 73.2 in

the year to February 2003 compared with Ush

ZZ.3 in the previous year.

In nominal effective terms, that is rrade-weighted

against major partner currencies, the shilling

depreciated by2.lo/o in the year to February 2003

compared with an appreciation of 1.57o in a

similar pcriod to February 2002.In real terms,

that is, after adjusting for inflation differential

beween Kenya and rrading partners, the shilling

depreciated by 7.5o/o in the year to February 2003

compared with 0.1% depreciation in the year to

February 2007. The depreciation in the real

effective shilling exchange rate in the year to

February 2003 mainly reflected the depreciation

in the norninal exchange rate.

CHART 10: NOMINAL & REAL EFFECTIVE EXCHAT{GE RATE
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The shilling gained against the US dollar in
February 2003 due to the general weakening of
the US dollar and subdued demand for the dollar

from the private sectorwhile inflows from exports

continued normally.
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Government budgetary operations in the first

seven months of fiscal year 2007/ 2003 resulted

in a deficit of lGh 20.6bn or Z.lo/oof GDP on a

commitment basis compared with lGh 12.0bn

deficit or l.3o/oof GDP in a similar period in fiscal

year 200l/2002 (Table 16 and Chart 11). On a

cash basis, the outturn deteriorated to a deficit

of llsh 74Sbnor7.3o/o of GDP from IGh 18.6bn

deficit in the same period of the previous year.

TABLE 16: BUDGEI OUT-TURI{ (Krh bn}

'RoisoE
- Foc in pssrt$ m dd toctP Riio(i/d

CHART 1l: I2-IIONTHS CUMULATIVE BUDGET OUT-TURN (Ksh bn) 
,
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Revenue and Grants

Government receipts from various sources

amounted to lGh 119bn in the first seven months

of fiscal year 2007/2003. The receipts, which

were lGh 8.5bn higher than in a similar period in

fiscal year 200l/2007 comprised Ksh 114.3bn

revenue and lGh 4.7bn extemal grants (Table 1i).

TABLE 17: COtIPOSmOil OF GWERT{ilEI{T REVENUE

(Ksh bn)

Jm.(P
l(lhbn

Jil-{E
lGhbn

(2+3+4)

Ta<Rercrue
hcqreTax
Vdue Added Tax
fnpqtnrty
Excise Drty

3. Appropriatics-in-Aid
OtBr Reverue

5. External Grants
RECEIPTS

19t.1
gz1

31.6
n.7
13.3

17.5

8.9
6.0
3.4

fi0.5

909
83.4

28.6
26.9
12.0

15.8
8.1

5.5
3.1

1q).0

'114.3

98.6
36.7

32.5
10.1

19.3

8.3
7.4
47

119.0

v:o/c

6q
6.21

1

&.9
30.8
n.3

8.5
16.2

Ff,ATJJASOIIDJ
2002

Sourcer: Trartury and Central Brnk of Konya

Source: Trcrtury

The revenue comprised the following:

Thx revenue of ll.sh 98.6bn or 87.9n/o of

the total govemment receipts and was Ksh

6.5bn higher than in the comparable

period of fiscal year 2001 /2002. The
various taxes performed as follows:

t Income tax collections increased to IGh

36.7bn or 30.8% of Government
receipts from Ksh 31.6bn in a similar

period of fiscal year 7001/2002.

o Value Added Tax (VAT) collections rose

by Ksh 2.8bn, from Ksh 29.7bn in a

comparable period in the last fiscalycar

to Ksh i7.5bn.

t Import and excise duties collections

declined to Ksh 79.4bn from Ksh

o
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a

a

a

30.8bn in a similar period in fiscalyear

z00r/2002.

Other revenue collections comprising

investment income, license fees, fines and

otherlevies amounted to IGh 7.4bn andwas

lGh 1.4bn higher than in a similar period

in the previous fiscal year.

Appropriations.inAid amounted to lGh

8.3bn, which was XGh 0.6bn lower than in

a similar period in the previous fiscalyear.

External grants of lGh 4.7bn compared

with rch 3.4bn in the same period last fiscal

year.

period in fiscal year 2001/2002.
Interest paid on domestic debt

amounted to Ksh 16.0bn or 11.5% of
total Government expendirure while

that on foreign debt was lGh 6.3bn or

4.5o/o of total Govemment e)eenditure.

a Other recurrent expenditures, mainly

on operations and maintenance at lGh

51.3bn was XGh 3.3bn higher than in

the corresponding period in fiscalyear

2007/2002.

a Development expenditure amounted to

llsh 17.8bn or L2.7o/o of total government

expenditure. At this level, development

expenditure was IGh 7.2bn higher than in

a similar period in fiscal year 2001/200?,.

TABLE 18: COfrlPOSIIloil OF GOVERNITIEI{T EXPENDITURE
(K3h bn)

'hclrd€s cmrmhsbn and other chargss paid b CBK

Sourcr: Tmury

Financing

Govemment fiscal operations in the first seven

months of the fiscal year Z00Z/03 resulted in a

financing gap of Ksh 28.5bn. The gap was

financed entirely through domestic borrowing by

the govemment as follows (Thble 19):

Ksh 2.6bn from the Central Bank;

a

Expenditure and Net Lending

Government expenditure and net lending

amounted to lGh 139.6bn in the first seven

mont}$ of fiscal yea r 2002/ 2003 compared with

XGh 122.4bn in a similar period in fiscal year

Z00l/200?. (Table 18). The major components

of the expenditure were the following:

Recurrent expenditure at lGh 121.8bn or

87.3o/o of total expenditure was lGh 9.9bn

higher than in a similar period in fiscal year

Z00l/200?.. The expenditure comprised

the following:

. Wages and salaries of Ksh 48.2bn,

accounting for 34.5o/o of total
Govemment expenditure. At this level,

expenditure on wages and salaries was

lGh 3.4bn higher than in a comparable

period in the previous fiscal year.

t Ksh 22.3bn interest payment on

govemment debt. The payments were

XGh 3.2bn higher than in a similar

Jan-02 Share
Ksh bn 'A

Jan.03 Share

Kchbn %

Salaries & Wages

Tc[al hterest
Dornestic'
ForeBn

Development

Others

TOTAEXPENDITURE

36.6

15.6

11.5

4.1

8.6

39.2

r00.0

8.2
212.3

r6.0
6.3

fl,4
51.3

t39.8

u.8
t9.t
14.1

5.0

10.6

€.0
1A2A

34.5

16.0

11.5

4.5

12.7

36.7

100.0

18

a
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a lGh 14.3bn from Commercial Banks; and

. lGh 11.6bn from non bank sources.

The borrowed funds were utilized to increase

Government deposits held at the Bank by lGh

Z.9bn, make a net external repayment of lGh

5.8bn;and finance a lGh 19.8bn budget deficit.

TABLE 19: GOVERNMEI{T FINANCING REQUIREMENTS &

SOURCES (Klh bn)

Sourccr: frurury t Ccntnl Brnk of Kenyr

Government Borrowing from the

Central Bank

Government indebtedness to the Central Bank

increased by IGh 2.6bnto lGh 47.5bn during the

first seJen months of fiscal year 2007/2003 from

IGh 44.9bn in June 2002 (Table 20). The debt

stock includes lGh 36.9bn in the frozen overdraft

(OD) incurred prior to implementation of the

Central Bank of Kenya (Amendment) Act which

limited Govemment's overdraft faciliry at the

Bank to not more than 5% of the recurrent

revenue reported in the latest audited

Appropriation Accounts. Based on the new

ceiling, the Government access to the faciliry is

currently limited to llsh 8.8bn. The acrual level

of utilization of the facilitywas IGh 7.8bn, at the

end ofJanuary 2003.

TABLE 20: GOVERIIMEIIT INDEBTEONESS TO THE CENTRAL

BANK (Ksh bn)

JunO2 Jen{13 McryorEnl

ToLl Go\rorillDnl Crodit [t+2+t]tl+5)

1. O\€rdrdtl

2. Redscanted s$uli6
Tr6uyblls

Treasuy bstds

3. lhFinteresl beanng T/blls & bords

4. lvf funds anl€nt to Go,ernmern

5. geared itms rn lrrEtl

tlibruandm

Alhqised o,ttffilml
Annmt utrlsed to dale

AlndmtaBlatle

4.9

0.0

0.3

0.3

0.0

s.9

5.7

17.5

7.8

0o

0.0

0.0

36.9

2.1

0.6

2.e

7.4

-o2

4.2

0.0

0.0

0r

.50

8.E

0.0

8.8

E8

7.8

1.0

0.0

7.E

.7.A

Source: Centnl Brnk ot l(snya

The increase in net indebtedness to the Bank of
lGh 2.6bn was due to the following ffansactions:

Ksh 7.8bn increase in Government

utilization of the overdraft at the Bank.

IGh 0.1bn valuation adjustment in IMF

funds which were on-lent to the
Govemment.

IGh 5.Obn decline in cleared items awaiting

transfer to the Paymaster General Account.

lGh 0.2bn decline in the Bank's holdings

of rediscounted securities.

a

a

a

a

J.rlcl Srn Jrn{BmuloirnEqEIf,ilIs

1. Br.4Effir
z EGnCdettr€d.din

3- Od.rEstbrhlr€d.Elixl

31 C€rrrd Br*(ird. iErB htrilsl)

32 CanrE oeH€(rg cr6pc6its)

3.3 ttnff(sotrcG
{. IE66hA<&ffsaCBK
TOTA.

117

o5

0.5

0.5

o0

0.0

q0

340

41.9

8.1

8.0

8.0

0.0

0.0

0.0

r@.0

@.€

n.2

0.c

0.c

0.c

0.c

10.2

1m.c

1CA

5.E

0.0

0.0

0.0

0.0

z9
A5

E{lt{[rl3gnffi .liD&l gEn Jan{E
t(,rLr

r. BLQdst drrs

2 EnErrdffiiu6€
3. kEre6ehffiic&U

31 Ce.trd Ba*

3.2 Cannscidws
3.3 t\tDH(sorces

4. Rddimhcd(de$ilsecB(
5 Ridbdintrocd

TOTA-

o0

0.0

ao
0.0

't5.9

7.1

c0

0.0

tL0

0.0

0.0

7D.5

0.0

48.9

21.7

29.5

0.0

1@.0

0.0

0.0

85
za

143

1r.0

0.0

o0

a5

0.(

0.(

1m.(

9.1

50.1

40.(

0.(

o(
1@.(

Kenya Monthly Economic Review, March 2003 l9



Pttsr.tt- Dl,lt't'

Overall Debt

At the end of January 2003, the stock of total

public debt was IGh 632.7bn. This represented

64.3o/o of GDP and was Ksh 19.0bn higher than

in June 2002. Of the Ksh 632.7bn total public

debt, domestic debt was Ksh 764bn or 41.7"/o

while foreign debt amounted to Ksh 368.7 bn,

represenrin g 58.3o/o of total public debt (Table

zr).

TABLE 21: KEI{YAS PUBLIC DEBT (Ksh bn)

Jun-01' Jun.02' Jan-03" Change

o Outstanding Government securities

increased by Ksh 75.6bn from Ksh

226.8bn in June 7002 to Ksh 252.3bn in

January 2003.

Non-securitised debt increased by Ksh

2.4bn.

TABLE 22: GOrERilmEilr DOilESTIC DEB1 (Krh bn)

;oi J--rAl (ffic d b rFd o. gr U! Lr {ilEa nd.f d faffia
dTdbrdYrrrydriEb p-di

TABLE 23: ANALYSIS OF DOMESTIC DEBT (Ksh bn)

a

EXTERNA''
Bilateral

t\fultilateral

Commerc€l Banks

Export Credrl

Sub-Totel
(As a 7. of GDP)

ooMEsrrc
Bankr

Central Bank

CommercEl Banks

Non{anks
Nm-bank Frnanclal hsl.

Other Nm-bank Sources

ntr

(As a'6 ol GOP)

GRA'{O TOTAL

132 3

22A.5

29.4

3.8

394.0

46.6

r 30.0

222.5

24.O

1.3

377.7

41.0

126.3

217 6

23.6

1.3

368.7

37.5

-3.7

-4.9

-0.4

0.0

.9.0

-3.6

109.2

4t .2

62.O

93.'l

3.9

89.6

9.2

2 fi.8
25.O

605.8

7l .6

120.8

424
78.0

104.a

?.8

101.5

r0.E

236.0

25.6

613.8

56.7

137.1

45.4

92.0

111.1

3.0

1 14.4

9.2

264.0

26.8

532.7

64.3

16.6

2.5

14.0

13.0

o.2

't2.8

..t.0

2E.0

1.2

19.0

-2.4

Jun-02 Jan-03 Chengo

GoYernme nt scurltieG
Treasury Brlls"
Treasury Bonds

Ol whrch specral bonds

Gowrnment slock
Non,lnlaretl bearlng dsbl
Oth e rr"'

Of whrch Owrdratl al the Contral Bank
Total Slock of Oomosllc Oebl

226.8

82r
106 3

64
't5

3C.9

0.2

00
236.0

252.3

8s8
128 1

92
t5

38.e

11.1

78
28a.0

25.G

2t.8
28
00
0.0

2.a

78
28.0

' Reised
" Poisional
"'lncludes IMF Loans

From Januery2OOl domestc debl is .eporod on a 0.oss basrs, that is. wr0roul neflmg oul ooctn_
mentdeposil6andTraaiuryadEnesbparastabls Thcdeblrs,howc€r.nelolsh52,028m lMt

disburacmenls on16nl b he Go(. byCBK and whrch ate consdered as pan ol erernal debl

Sourc.a: Tr..rury 3 C.dral B.nl ot X.ny.

Source: Trcmury t Centt l B.nl of Kenys

Domestic Debt

The stock of domestic debt increased by IGh 28bn

to lGh 264.0bn during the first seven months of
th.e fiscal year 2007/03 (Tlbles ZZ and 23). Thc

increase in the stock of domestic debt was due tcr

the following transactions:

" Excludca REPO Troasury blll8

"'lncludoa overdratt, llsms ln lransil, commercial banka advances and ta

reaorye cartltlcalos
Source: Centrrl Bank of Xenya

Treasury Bills

Treasury bills increased to lGh 85.8bn in January

2003 from Ksh 82.1bn in June 2007 (Table 74

and Chart 12). The distribution of the Ksh

85.8bn stock of Treasury bills among various

investors was as follows,
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Jun % Dec Yo Jan % Jun o/o Dec

an3
Y" Jan

2fi2
Holders

36.4

0.0

35.4

1.0

8.3

4.9

1.8

0.8

35.5

85.8 1

Bankirg lrstitutkrns

Central Bank

Comm. Banks

t€Fls

lnsurarrce Companies

Parastatals

Of which: ],,|SSF

BuildirB Societies

45.3

0.2

43.3

1.8

13.1

3.2

0.5

1.5

33.8

96.8

46.8

0.2

4.7
1.8

13.5

3.3

0.5

1.6

34.9

100.0

38.4

0.1

36.5

1.8

12.5

3.3

0.8

1.0

37.8

93.1

41.3

0.1

39.2

1.9

13.5

3.5

0.9

1.1

40.6

100.0

30.5

0.3

28.7

'1.5

8.7

5.8

1.1

0.4

36.7

82.1

37.2

0.3

3s.0

1.9

10.6

7.0

1.4

0.5

4.7

100.0

36.2

0.0

35.2

1.0

8.6

2.9

1.6

0.7

34.6

82.9

43.6

0.0

42.4

1.2

10.3

3.5

1.9

0.8

41.7

100.0otd*

41

1.

o

5.

2.1

0

41

fi.7
0.1

47.3

3.3

9.5

43.5

0.1

40.6

2.8

8.2

9.6 8.2

0.2 0.2

2.6 2.2

M.1 37.9

116.4 100.0

TABLE 24: OUTSTANDING TREASURY BILLS BY HOLDER (Ksh bn)

' E(cludes repurchase ord€r Ulls

CHART 12: OUTSIANDING TREASURY BILLS BY HOLOER (Ksh bn)

Sourco: Crntnl Brnl of Kcnyr

Banking institutions held Ksh 36.4bn or

42.4"/o of the bills. Of this, commercial

banks and non-bank financial institutions

held IGh 35.4bn and I<Gh 1.0bn worth of
bills, respectively.

The non$ank sector comprising insurance

companies, parastatals, individuals and

other corporate entities held IGh 49.4bn
or 57.6/o of the bills.
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Dec Jan Jun sep
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11r

o Treasury Bonds

The stock of Treasury bonds rosc significantly to

Ksh 128.1bn inJanuary 2003 from XGh l06.3bn

in June 2002 (Table 25 and Chart 13). IJetwccn

June 2002 and January 2003, Treasury bonds

worth Ksh 20.7bn were redeemed, while bonds

worth Ksh 42.5bn were issued. Holdings of thc

outstanding stock of Treasury bonds by various

investors was as follows,

a
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2001 2002 2003

olders

nking lnstitutions

Central Bank

Comm. Banks

NBFIs

Insurance Companies

Parastatals

Of which: NSSF

Building Societies

Pension funds

Others

Tbtal

Jun oh Dec % Jun '/o Dec o/o Jan oh

13.1

0.0

12.5

0.6

9.9

2.5

0.2

0.1

0.0

18.9

4.5
42.4

100.0

32.8

0.0

32.0

0.8

12.3

3.7

0.2

1.1

0.0

30.4

80.3

37.8

100.0

46.9

0.0

45.8

1.1

15.6

4.4

0.0

1.6

2.9

35.0

106.3

44.1

0.0

43.1

1.1

14.7

4.1

0.0

1.5

2.7

32.9

100.0

57.3

0.0

55.2

2.0

19.1

4.6

0.0

1.6

5.5

42.4

130.5

55.5

0.0

53.5

2.0

18.9

4.6

0.0

1.6

5.7

41.9

128.1

14.7

0.0

1.2

4.4

32.7

100.0

29.4

0.0

28.2

1.2

22.3

5.6

0.4

0.3

40.8

0.0

39.9

0.9

15.3

4.6

0.2

1.4

43.9

0.0

42.3
't.6

14.6

3.5

0.0

1.2

4.2

32.5

100.0

0

41

1

TABLE 25: OUTSTAilDIIIG TREASURY BONDS BY HOLDER (Ksh bn)

CHART 13: OUTSTANDING TREASURY BOTIDS BY HOLDER (Ksh bn)

Sourc!: Crntnl Brnk of Kenyr

a Commercial banks held Ksh 53.5bn;

Non bank financial instirutions held Ksh

2.0bn of bonds; and

Other investors, including parastatals held

bonds worth IGh 72.6bn.
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Government Long Term Stocks

The outstanding Govemment long-term stocks

at the end ofJanuary 2003, remained unchanged

from the June 2002 stock of Ksh 1.5bn. The

National Social Security Fund held lGh 0.8bn

worth of the stocks while the balance of IGh

0.7bn was held by the non-bank sector.
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External Public Debt

Extemal debt was estimated at lGh 368.7bn, or

US$ 4.7bn, at the end ofJanuary 2003, a decrease

of IGh 9.0bn in the debt stock from the June

2002 level and was equivalent ro 37.5o/o of GDP

(Chart 14). The decrease in ortemal debt during

the review period followed:

a

a

IGh 4.5bn loan disbursements;

IGh 13.4bn loan repayments; and

lGh 0.lbn decrease in external debt stock

owing to valuation changes related to

appreciation in the shilling exchange rate.

Multilateral debt accounted for lGh 217.6bn or

59.0o/o of the extemal debt while bilateral debt

was iGh 126.3bn or34.2o/o of total extemal debt.

Commercial loans and export credit amounted

to lGh 24.9bn or 6.80/o of the debt.

a

CHART 14: EXIERNAL DEBT DISTRIBUTION

Source: Treaarry

Comm. banks
6.4o/o

Mrltilateral
59.0%

Erport credit
0.4o/o

Bilateral
34.2o/o
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Kenya's overall balance of payments improved to

US$ 178m surplus in the year to January 2003

comparcd with a surplus of US$ 4m in a similar

period of the previous year. The improvement

reflected a higher capital and financial account

surplus, which more than offset an increase in

the current account deficit (Table 26 and Chart

1s).

TABLE 26: BALANCE OF PAYMENTS (US$ m)'

' Revited to .eflect the new BOP presentation format

" Provisional

Current Account

The current account deficit widened to US$

456m from US$ 407m in the year to January

2002 reflecting US$ 113m reduction in services

receipts as the rrade deficit narrowed by US$ 64m

reflecting mainly increased export receipts.

Mercltandise

In the year to January 2003, the ffade deficit

narrowed to US$ 1,507m from US$ 1,571m in

the same period of the previous year. The

Yoar to
Jan

2002

Ye ar lo
Jan"
2003

Quartets in Yoar lo Januarv 2003

Ql Q2 Q3 Q4
Feb-Apr May-Jul Aug-Oct Nov-Jan"

2001 2001 2002 2002

-4 56

-1 s07
2014

83
430
278
154

1 068

3521
802
496
379
679

1 166

1 051
s96
286
-124

-81

579
377

2

63s
84

551
35

268
-233

-54
-l 00

45
544

VERALL BALANCE

CURRENT ACCOUNT

Merchandise
Exports (fob)

C offee
Tea
Horticulture
Oilproducts
Other

lmports (cif)
oil
C hem icals
Manufactured goods
Machinery & transport equiPment
Other

Services
Non-facto r services (net)

Of which: tourism receiPts
lncome (net)

Of which: offacial interest income
Current Transfers

Private (net)
Public (net)

11. CAPITAL & FINANCIAL ACCOUNT
CapitalTranfers (net)
FinancialAccount

Official, medium- & long-lerm
lnflows

ou{llows
Private, medium- & long-term (net)

Commercialbanks (net)
Other private, medium- & long-term (net)

Short term and errors & ommissions (net)

Gross Reserves
Official

in months of goods and non-factor services
Comme

62

-1 08

-325
524

26
'I 15

74
14

293

-367
596

28
r 16

57
15

379

-38 0
477

12
103
84
79

199

4

-407

-157 1

1 906
89

438
242
162
976

347 7
735
491
433
792

1 026

1164
531
296

-1 42
-1 16

776
693

83

410
68

342
-197
168

-365
213
161
52

326

1442
1035

3.1
406

45

-l 54

-7

-l 81

-435
418

17
96
62
46

197

853
238
116
96

149
254

254
180
90

-36
-18
110
110

0

174
29

-5

52
-57
72
40
31
79

1 534
1 096

3.3
438

77 178

-l 3

848
155
116
94

171
312

962
163
135
107
201
357

858
246
129
82

159
242

217
97
67

-31
-25
152
't 51

0

213
112
52

-36
-27
137
136

0

367
208

77
-21
-12

180
180

0

't7 0
17

154
11

74
-64
-Jb
-41

4

179

15'l 0

1 087
3.4
423

199
30

169
9

bJ
-54
-25
-51

26
185

1 588
1112

3.5
476

9'l
8

83
20
79

-58
-65
-49
-1 7

101

1 651
1 163

3.4
487

1 651
1't63

3.4
487

145

Source: Ccntrrl Brnk of Kenyr
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improvement followed US$ 107m growth in

export earnings, which more than offset US$

44m increase in imports. The increase in imports

was in oil, chemicals and miscellaneous imports,

which grew by 9.lo/o, 0.9o/o and 13.7o/o,

respectively. The increase in export earnings was

atrributed to higher earnings from horticulrural

and non-traditional exports. Receipts from

traditional exports, namely, coffee and tea,

however, declined.

Serwces

The surplus in the services account decreascd to

US$ 1,051m in the year to January 2003 from

US$ 1,164m in the year to January 2002 mainly

due to rreduced grants influx to both thc private

CHART 15: TRENDS lN PRICES & VOLUMES OF MAJOR EXPORTS
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and public sectors by US$ 197m. Net non-facror

service receipts however rose by US$ 66m to US$
596m while net income paymenrs declined by

US$ 18m to US$ 124m. Receipts from tourism
declined bV US$ 10m during rhis period.

Capital and Financial Account

[)uring thc pcriod under review, the capital and
financial account surplus increased to US$ 635m
comparcd with US$ 410m mainly rcflecting an

increase in the capital accounr bv US$ 16m and
improved net official position by US$ Z3Zm.In
thc year to ]anuary 7003, official inflows rose

from US$ 168m to USg 268m while outflows
dcclined from USg 365m to US$ 233m. Net
private medium and long-term capital, however,

worsened from an inflow of US$ 7l3m in the
year toJanuary 2002 to an outflow of US$ 54m.

This reflected increased commercial banks net
forcign position by US$ 76lmas inflows of other
private medium and longterm capital worsened

from US$ 52m to US$ 45m. Short-term capital

flows (including net errors and omissions)
increased from US$ 3Z6m in the year ro January
2002 to US$ 544m in the year to January 2003.

Foreign Exchange Reserves

Following the improvement in the overall balance

of payments, official foreign exchange reserves

increased to US$ 1,163m, equivalent to 3.4
months of imports of goods and non-factor
scrvices at end of January 2003 comparcd with
US$ 1,035m or 3.1 monrhs of import cover in

January 7002 (Chart 16). Foreign exchange

reserves of commercial banla also increased from
US$ 406m at end ofJanuary ZOOZ toUS$ 487m
at the end of January 7003. The total foreign

exchange reserves held by the banking sysrem

therefore increased bVUSg 209m to US$ 1,651m

at the end ofJanuary 2003 from US$ !,442mar
end ofJanuary 2002.

CIURT 16: FORElGtl EXCHAI{GE RESERVES (US$ m)
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Activityat the Nairobi StockExchange (NSE) had

mixed trends in February 2003 compared with

January 2003. While trading at the equities

marketwasvaried, tumover at the bonds market

and foreign investors board declined over the

same period.

Equities Market

Performance at the equities market in February

2003 was as follows:

The NSE share index rose by 3.L2o/o to close

at t557 .74 in February 2003 from 1510.63

inJanuary 2003 (Chart 17).

The Bond Market

The value of bonds traded at the secondary

market declined by 10.3% to Ksh 3.2bn in
February 2003 from lGh 3.8bn recorded in

January 2003. The average yield on the bonds

also declined to ll.3o/o in February 2003 from

ll.Lo/o inJanuary 2003 reflecting the downward

trend in the 91 day's Treasury bill rate during the

month, reflecting excess liquidity in the domestic

moneymarkets.

a

a

a

a

Market capitalization increased by IGh 7bn

or 5.54o/oto Ksh 130.1bn in February 2003

from Ksh t23.2bn inJanuary 2003.

The turnover value expressed as the
proportion of the value of shares traded to
market capitalization declined to 0.35olo in
February 2003 from 0.600/o in January
2003.

Total traded rurnover declined by 38.7o/o

to Ksh 454m while the number of
transactions fell by 24.60/o to 3,970 in
February 2003.

Foreign Investors Board

Tumover at the Forergn Investors Board declined

by Ksh 36.6bn or 34.4o/o in February 2003 from

fGh 55.7bn in January 2003. The transactions

were entirely in foreign inflows as no foreign

outflows were recorded.

Jtf
\ I

\ Jry
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Introduction

The economyexpanded by about 0.9"/" in 2002

compared withl.Zo/o in 2001 (Tlblc 77 andChart

1U). Thc slowdown in economic growth in2007
rcflcctcd the high cost of doing business

artributcd to dilapidated roads and inefficient
p()wer and telecommunications scrvices. The

firvor-rrable weather, stablc macrocconomic

conditions, and increased acccss to external

CIIART tE: REALGDPGR0U/TH RATES, 1996. 0ECEilB€R2002
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TABLE 27: REALGROSS DOMESTIC PRODUCTAND RELATEDAGGREGATES

A/ o tes

1 From the Economic Survey,2002.
2 Based on selected econom ic activities

Sourcer: Centnl Euresu of Statistica .nd Central Bank of Kenya

Share in
Real G DP

in 2001 (o/o I 20o111 2oo2t2MAIN SECTORS
Agriculture
Manufacturing
Trade, Tourism & Hotels
FinancialServices
Building & Construction
Transport & Communications
Government
Others of which

Non-monetary Seclor
Dom estic Servlces
Ownership of Dwellings
Other

Est. RealGDP (1982 Prices)
N om inal G D P (at Factor cost)
Overall GDP Deflator
GDP at Mkt Prices
MAIN SECTORS
Agriculture
Manufacturing
Trade, Tourism & Hotels
FinancialServices
B uilding & Construction
Transport & Communications
Government
Others

Non-monetary Sector
Domeslic Servlces
Ownership of Dweltings
Other

Est. Real GDP Growth

24.1
13.0
12.7
r 0.6

2.4
6.2

14.7
16.3
5.7
2.9
5.7
2.0

100.0
7 7 2,893
7.4
895,278

25,196
13,649
't3,247
'l 1,055
2,47I
6,522

15,287
17,263
6,0 37
3,0 81
6,027
2,118

104,697

25,458
13,739
1 3,340
11,212
2,555
6,641

15,353
17 ,37 3
6,07 5
3,091
6,07 5
2,132

105,672

Annual Percentage Change
1.2 1.0

3.0
1.8
0.4
0.6
0.6
0.3
0.8
0.6

0.8
1.3
1.0

-0.5
3.1
0.7
1.6
1.2
0.6
1.9

0.7
0.7
1.4

0

2

1

1
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marketswere the drivingforce behind the modest

economic performance in the year.

Agriculnrre

Major agricultural sub.sectors performed as

follows in 2002 (Thble 28),

a Horticultural export crops production

increased by 22.60/o compared with 0.5%

decline in 2001. Consequently, export

earnings from the crops increased to US $

349m in 2002 from US $ Z62m in 2001.

The increase in production partly reflects

the shiftbyfarmers to the sector from other

less profitable agricultuial activities.

a Sugar cane output increased by 26.9%o

compared with a decline of 24.60/o in 2001,

following favourable weather conditions in

2002. Processed sugar similarly increased

by 79.60/o compared with a declin e of 6.10/o

in the same period.

Tea, pyrethrum and sisal output declined

by Z. 60/o, 70 . 60/o and 4 .7 o/o, re sp e ct ive ly, in

2002 compared with 24.7o/o, 8.67o and

8.2o/o increases in 2001. The decline in tea

production resulted from the inadequate

rainfall in major growing areas at the

beginning of 2002 while pyrethrum
production was adversely affected by

management problems.

a Coffee deliveries declined by 14.5o/o tn

2002 compared with a decline of 44.4o/o in

2001. The sustained decline in coffee

output reflected management problems in

the sector as well as the low prices for the

commodity. Coffee prices are, however,

expected to rise during the second half of

2003 due to the expected shorrfalls in global

supply in 2003.

TABLE 28: OUPUT GROWTH lN KEY CROPS (%)

Sourcer: Centnl Bureru of StrtirUo, Pyttthtum Borrd ol Kmyr, Kenyr Sugar

Authority, Sbrl Bo.rd of Kenyr rnd HCDA

Manufacturing

The key perform ance of the m anufacturing sector

was as follows,

a Electricity consumption, a major input in

the sector, increased by Z.5o/o compared

with an increase of 10.70/" in 2001 (Table

29). The large increase in 2001 reflected the

restoration of power supply in the year

from the low levels of 2000.

a Heavy diesel oil consumption, mainly used

by industrial plants, increased by 2.2%" in

2002 compared with a decline of 1.8% in

2001.

a Exports of manufactured goods increased

by l0.Zo/o during the first ten months of
2002 compared with an increase of 11.8%

in the same period of 2001. The increase in

manufacrured exports followed improved

access to regional markets within the East

African Community (EAC) and COMESA

and partly exports to the United States of

a

Crop 2000 2001 2002

Tea

Horticulture

Coffee
Sugar cane

Pyrethrum

S isal

-5.0

0.2

52.4

-10.7

-5.0

-2.3

24.7
-0.5

-44.4

-24.6

8.6

8.2

-2.6

22.6
-14.5

26.9

-20.6

-4.7
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America (USA). Export of textiles and

fabrics, in particular, increased substantially

by lZ7.4o/o compared with3Z.lo/o increase

in the first ten months of 2007 reflecting

improved access to the United States market

facilitated by the African Growth and

Opportunities Act (AGOA). Exports of
cement increased by 50.9o/o during the

period. Other manufactured goods that

have benefited from the wider regional

markets include vegetable oils and

galvanised sheets.

a Imports of chemicals and related products

increased by 4.7"/" during the first ten

months of T}}}comparedwith an increase

o{ 10.2o/o in a similar period of 2001.

Imports of other inputs such as crude

materials, minerals fuels and lubricants,

however, declined since the manufacturing

sector continued to operate below capacity.

TABLE 29: PRODUCTION OF SELECTED MANUFACTURES (%)

Sourcr: Gcnfrl Buruu ol S-Ld.dc! rnd Trsyr sugrfu$orlq

Building and Construction

Building and consrruction improved in 7002.

The consumption of cement a major input in the

sector increased by 13.60/o compared withZ.lo/o

increase in 2001. The improvement in the sector's

performance was mainly in private sector

construction as most public sector projects had

stalled due to budgetary consrraints following

reduction in external financial inflows. The

expected resumption of donor support in 2003

will, however, support public investments

particularly in roads rehabilitation and

uncompleted government housing projects.

Transport, Storage and Communications

The performance of key subsectors in 2002 was

as follows (Tlble 30)'

Passengers passing through Jomo Kenyatta

International Airport flKtA) increased by

8.7o/o compared with an increase of 9.4o/"

in 2001.

a

o

a

o

o

a

Cargo carried by the Kenya Railways

Corporation increased by l.7o/o compared

with a decline of 7.9o/o in 2001.

Subscriptions of mobile phones increased

to 1.3 million in December 2002 from

720,000 in March 7002.

The consumption of petroleum fuels

increased by 0.1% in2002 compared with

a decline of 2.9o/o in 2001.

However, cargo handled through the Port

of Mombasa declined by 0.3"/" compared

with an increase o{ 16.20/o in 2001, while

Throughput by the Kenya Pipeline

Company (KPC) also declined by 7.0o/o

compared with an increase of l.Zo/o in 2001.

Itom 2001 2002

Gahanised sheets (MT)

Mineral water ('000 litres)

Soda ash (MT)

Cement (MT)

Assembled \ehicles (units)

Processed Sugar (MT)

5.5

4.7

25.0

-3.5

-14.8

€.1

10.0

7.5

2.1

13.3

-20.1

29.6
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NI u2,
Cagob/ KPA(ilrf)

Capb/1<R0fr)

Pesegetsfrc.XtA

tto$grUyxrc
Orsurflicndids.

16,2

-7.9

9.4

1.2

-29

{.3

1.2

87

-20

0.1

TABLE 30: PERFORMANCE lN MA^,OR SU&SECTORS f/0)

Sourcr: Crntnl Eunru of Str0rth, Kmyr Porb Althodty, Konyr Rrlhmyr tnd
Karyr PlpdlnrComprny

Trade, Restaurants and Hotels

Tourism, the major component in Trade,
Restaurants and Hotels sector, performed in
2002 as followst

a Tourists arriving through Jomo Kenyatta

International Airport (JKIA), Moi
International Airport, Mombasa (MIAM)

and by cruise ships increased by l.2o/o in
2002 compared with a decline of 3.2o/o in
2001.

a Tourism earnings are, however, estimated

to have declined to US $ 285.7m in 2002

from US $ 308.5m in 2001.

and parks, together with the current war in the

Gull will continue to hamper growth in the

sector.

Financial Services

The banking sector remained relatively stable in
2002 despite the reduction in total pre-tax profits

by Kshs 1.0bn to lGhs 8.8bn from lGhs 9.9bn.

The decline in the sector's profitabilitywas mainly

attributed to reduced interest income. Total
expenses, however, declined by 1.3bn in 2007,

mainly due to a fall in interest paid on deposits

and a fall in provisions made for bad and doubrful

debts.

Economic Prospects

The economic recovery is expected to gather

mgmentum in 2003 and continue into the

medium term particularly with the combined

implementation of various reform measures.

Measures against corruption and promotion of
good govemance has been given a sffong priority

by the govemment thereby generating confidence

among potential investors. The improved growth

is also expected from increased regional and

international trade. In particular, the counrry is

likely to export more manufactured products to
countries in EAC with the expected
harmonisation of tariff regimes inJanuary 2004

within the framework of the AGOA initiative,

trade in nonapparel ocports including handicrafts,

fresh fruit, flowers, leather and leather products

are also expected to pick up.

Performance in the industry is projected to
improve following the new aggressive marketing

strategies by the government such as the
diversification of products by marketing the
'Western Kenya tourist circuit and the selling of
specialised products. In addition, the relocation

of hawkers and street boys is also expected to
enhance security in our streets. However, the lack

of sufficient resources to finance the rehabiliation

and maintenance of infrastmcture such as hotels

Kenya Monthly Economic Review, March 20()3 3l



Bnlnrucg Suerr oF rHE Crnrnnl Bnrur or l(euvn

(Amounts in IGh Millions)

Jan.
2002

J an.
2003 Movement

ASSETS

Foreign Exchange

Advances and Discounts to Banks

lnvestme nt i n Government Securities

Government Accounts

Overdraft to Government

Clearing Account

IMF funds onlent to Government

Non-interest Bearing Government Debt

Debtors

Retirement Benefits

Property and Equipment

Other Assets
Revaluation Account
Times Tower

LIABILIT!ES

C urrency in C irculation

Repo Securities

Deposits
Government
Commercial Banks

Kenya

External

Non -bank Financial lnstitutions

IMF

Other Public Entities and Project A/Cs

er Liabilities and Provisions

apitaland Reserves

Capital
General Reserve Fund

Period's S

147,100 162,420 15,320

147,100

81,334

2,093

1,437

39,600

715
1,968

36,917

1,881

289

606

19,860
18,642
1,218

50,055

19,100

70,439
28,753

23,142
28

409
9,757
8,350

407

7,099
1,500
4,248

162,420

89,248

3,811

1 ,114

47,475
7,799

626
2,133

36,917

2,048

287

795

17,642
17,642

57,427

16,041

73,448
27,854

25,890
19

189

I,077
10,419

330

15,17 4

1,500
7,952

722

15,320

7,914

1 ,718

-323

7,875
7,799

-89

165

0

167

-2

189

-2,218
-1,000
-1,218

7,372

-3,059

3,009
-899

2,748
-9

-220
-680

2,069

-77

8,075
0

3,704

Source: Central Barrk of KenYa
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Norss oN THE BnlnrucE SHaEr

The following changes occurred in items of the

balance sheet of the Central Bank benveen

January 2002 and January 2003:

Assets

Foreign exchange increased bv IGh 7,914m to

XGh 89,248m from IGh 81,334m.

Deposits increased by Ksh 3,009m to Ksh

73,448m due to Ksh 2,748m increase in

commercial banks deposits. Similarly, deposits

of other public entities increased by Ksh 2,069 m.

Deposits of IMR however, fell by IGh 680m.

Other liabilities and provisions decreased by

IGh 77m to lGh 330m.

Adnances and discounts to commercial banks

increased bv Ksh 1,718m to IGh 3,811m.

Gorrcrnment accounts increased by Ksh 7,875m

to XGh 47,475m in January 2003, mainly on

account of increased utilization of overdraft by

Govemment by Ksh 7 ,799m,which was partially

offset bv IGh 89m decline in the Clearing

account.

Other asse6, comprising roraluation account and

the Times Tower, decreased bv lGh Z,2l8m to

IGh 17,642m.

Liabilities

Currency in circulation increased by Ksh

7,372m to IGh 57,427m from IGh 50,055m.

The stock of repo securities decreased bv lGh

3,059m to lGh 16,041m.

Capital and reserves increased by [Gh 8,075m

to lGh L5,l74min the year to January 2003 due

to IGh 3,704m increase in the general reserve

fund and IGh 4,371m increase in the period's

surplus.
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