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oB.IECTME OF THE CENTRAL BANK OF KENYA

The Central Bank of Kenya's objectives are iaid down in the Central
Bank of Kenya (Amendment) Act, 7996 as follows:

PRINCIPAL O&IECTIVES

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 properfunctioning of a stable marketbased financial
system

SECONDAffi O&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 currency notes and coins

1

2

3

4

5



KEI{YA MONTI{LY ECONOMIC REVIEVS

TheMonthlyEconomic Reviews, prep:uedbythe Central Bank of Kenya,

starting with theJune 1997 dttion, are available on the lnternet at the address:
http: / /www.centralbank. go.ke
email: info@centralbank.go.ke
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HrcHlrcurs oF rHe Jnruunnv EcoNoMtc Rsvlsw

It is estimated that real GDP grew at an

annualized rate of 0.7% in the ftrst ten months

of Z}O}compared with 0.9% in a similar period

of 2001. The l}month underlying inflation rcse

to 2.4Yo in December from 2.0% in November

2002. The l2-month overall inflation also

increased a 4.1%ftom}.l% in a similar period.

The upwand rend in inflation mainlyemanated

from increases in the prices of basic food items,

housing and petroleum products.

Interest rate for the 91day Treasury bill increased

to 8.4Yo in December 2002 from 8.3olo in

Norrcmber. Monery supply, M3X, increased by

9.6Yo in the year to November 2002 compared

with 1.6% increase over a similar period in 2001.

The increase was attributed to increases in both

net foreign assets and net domestic irssets of the

bankingsptem.

Assets of the banking sector increased bv IGh

3,t.5bn or 8.7Yo to lGh 457.4bn at the end of

November 2002 from Ksh 422.9bn at the end

of November 2001. Non,performing loans

(NPIs), net of interest in susperrse, wete estimated

at xGh 76.1bn or 79.8Yo of the total loans in

Norrcmber 2002, compared with IGh 81.3bn or

33.4% in Norrcmber 2001. Prordsions for the

NPIr increased from IGh 32.2bn in November

2001 to Ksh 33.2bn in November 2002.

Adjusted for the provisions and the ralue of

securities held bythe banking sector estimated at

IGh 44.8bn, the banls were covered in encess of

IGh 1.3bn.

Government budgetary olrcrations during the

first five months of fscal yerr7002/03 resulted

in a deficit, on a commitment basis, of lGh

17.9bn or 1.8% of GDP compared with a deficit

of XGh 9.5bn in a similar period in the prwious

fiscalyear. The stock of public debt increased to

lGh 626.5bn in November 7002 from IGh

613.8bn inJune 2002. The increase was entirely

in domestic debt as external debt declined.

The lGnya shi[ing remained stable, exchanging

at XGh 79.5 against the US dollar in December

}Cf,.Z to exchange compared with Ksh 79.6 in

November 2002. The balance of payments

strengthened to US$ 26m surplus in the year to

November 2002 from a US$ 7m surplus over

similar period in 2001. Foreign exchange

reEerves of the Central Bank consequently

increased to US$ 1,054m or 3.4 months of
imports cover at the end of November 2002

compared with US$ 1,011m at the end of
Norrcmber 2001.
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SELECTED PERFORMANCE INDICATORS
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SELECTED ANNUAL ECONOMIC INDICATORS, 1997 .2001

1997 1998 1999 2000 2001'!NDICATOR

3.

4.

5.

2.

8.

roN

People in Millions

Growth (%)

NATIONAL ACCOUNTS

GDP Market Prices (Ksh bn)

GDP at Factor Cost (US$M):

At Current Prices

At Constant 1982 Prices

RealGDP Growth (%)

Per Capita lncome (US Dollars)"
GROSS DOMESTIC SAVINGS ( % of GDP at mkt prs)

GROSS DOMESTIC INVESTMENTS ( % of GDP at mkt prs)

coNsuMER PRICE INFLATION (URBAN)

Average Annual lnflation

Twelve-month lnflation

STOCK MARKET

Nairobi Stock Exchange Price lndex ('1966=100)

Trade Turnover (ohl

GOVERNMENT BUDGET (Ksh bn) "*
Revenue and Grants

Expenditure

Budget Deficit (-) / SurPlus (+)

Budget Deficit ( % of GDP)

MONEY AiID CREDIT (Ksh bnXEND PERIOD)

tvloney Supply (M3Xr)

Nrloney Supply (M3X)

Reserve Nloney

Total Domestic Credit
Government

Others

BAAI'|CE 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. PUBLIC DEBT (US$ bn)

Domestic

As % of GDP

External

As % of GDP
12. EXCHAIIGE RATE (Ksh/US$) (Ar.lNUAL AVERAGE)

623 691 742 796 895

28.1

2.5

91 20

9124

2.4

327

10.5

18.5

11.2

8.3

31 1 5.1

0.3

370.6

321.8

75.9

327.4

82.7

244.7

2962.1

0.4

28.8

2.4

9825

9285

1.8

325

9.8

17.4

66

-549

615

1,100

783

(2.5)

317

8.7

3.0

30.2

5.7

57.7
60.4

29.5

2.2

9090

9417

1.4

322

10.9

16.2

2303.2

o.2

201.2

197.3

3.8

0.5

414.4

345.7

79.0

358.5

84.1

274.3

30.2

2.1

9005

9393

-0.2

314

7.4

15.4

1913.4

o.2

435.5

360.0

77.7

362.1

76.4

285.6

30.8

2.1

9833

9465

1.2

311

6.5

14.5

1355.1

0.2

6.6

2.5

5.7

10.4

10.0

11.8

5.8

1.6

6.

7
155.0

159.8

-4.7

-0.8

184.9

195.0

-10.1

-1.6

182.7

175.2

7.6

1.0

216.4

232.9

-16.5

-2.1

381.3

333.6

75.0

350.6

91.1

260.6

462.1

368.4

79.1

369.1

89.1

280.0

9
-33

-450

417

1,099

788

(2.5)

311

8.5

2.7

29.2

5.8

64.0

s8.8

-21

-214

193

1,104

791

(2.e)

313

8.0

2.6

24.5

5.4

50.6

70.3

-8

-288

279

1,398

897

(2.e)

501

7.7

2.5

23.8

5.2

50.2

76.2

147

-229

376

1,459

1 064

(3.5)

395

7.7

2.7

25.0

5.0

46.6
78.6

" ReMsed to rellect data reported in Economic Suney 2002.

"' Fiscal year ending June 30th.

"" Figures in parentheses refer to official ress^es in months of imports of goods and non-factor services.

Sources: Central Bureau of Statistics, Central Bank of Kenya and Nairobi Stock Exchange
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SELECTED MONTHLY ECONOMIC INDICATORS

' Pro\,isional.

" Cumulatire fiscal year 2001/02 budget out-tum: deficit including granE and on commitment basis.

"' Figures in parentheses refer to ofiicial resen€s in terms of months of imports of goods and non{actor servtces.

'."Ercludes Ksh 2,028m llr/f disbursements onlent to the Govt bythe CBK, which is included in e{emal public debt.

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

2001

Dec Jan Mar

2002
Jun &tg Oct Nov Dec*INDICATOR

1343.0 1 183.1

0.15 0.21

7.3

18.5

B4

1116.4 1161.6 1362.9

0.23 0.40 0.47

1. |NR-ATTON (7d

Overall (Urban)

12-month

Arerage annual

Underlying (overall excluding food)

12-month

Alerage annual

2. TNTEREST RATES (7d

91day Treasury bill

or,erdraft

3. ST@KMARKET
Nairobi Stock Erchange Price lndex

Trade Turnowr (%)

4. @VERNMENT BUDGEP'(Frsh bn.)

Rerenue and Grants

Ependiture:
Budget Deficit (.) / SurPlus (+)

5. MONEY AI.ID CREDT (Ksh bn.)

l\,1r ney Su ppl y (lt43XI)

tribney Supply (tt43X)

Resene lVbney

Total Domestic Credit

Go\emment
Pri\ate Sector

6. Mot.IEY Al.lD GREDIT (Annual % Change)

ibney SuPPIY (l'fiiXT)

ilrney Supply ([fi}X)

Resene l/bney
Tota I llornestic Credlt

Gowmment
Prirate Sector

7. BAI-AI.ICE OF PAYIIEI{TS (US$ m)

olreral! Balance

Current Account Balance

Trade Balance

Capitial and Financial Account

8. FOREGN E(C[!A}{GE RESB\,ES (US $ m)

Official---
fubnths of imports

Commercial banks

9. PUBUC INBT (US$ bn)

Domestic

As%of GDP

Extemal
As%of GDP

10. GROSS DOfIIESTIC DEBT (Ksh bn)"*'
1 1. AVERAGE D(C}IAI,IGE RATE

lGM,,SO
Ksh/Pound Sterling

Ksh/ 1 00 Yen

Ksh/Euro

1.8

5.8

0.4

4.8

1.9

3.5

2.8

2.3

1.8

1.9

1.8
1A

''t 9

17
27
1.7

41
1.9

5.1

6.7

3.4

5.5

1.5

3.9

1.4

34
1.5

3.0

2.0

27
24
2.5

10.9

19.3

1 0.1

18.8

8.3

186
7.6

18.5

8.1

18.9

8.3

18.6

)Q

4.6
3.0

6.2

1 1.0

20.0

1355.1

0.17

1082.6

0.19

1043.4

o.27

1043.4

0.36

93.8

102.2

-8.4

110.5

122.4

-12.0

142.3

157.6

-15.3

203.3

225.6

-22.3

30.1

39.8
-9.7

499.1

389.8

77.6

355.0
102.2

252.8

48.5

58.9

-10.4

64.4

79.3

-14.9

80.8

98.7

-17.9

519.9

395.7

80.6

352.6
98.5

254.',|

462.1

368.4

79.1

334.0
89.1

244.9

460.2

360.6

73.6

325.8
84.2

241 .7

466.4

366.1

75.8

329.5
88.6

240.8

5.7

2.1

8.2

{.6
16.7

-5.7

483.9

378.3

76.9

341.8
94.7

247.2

43
51

45
-8

1 563

1137

(3 6)

427

7.8

3.0

25.6

4.8

41 .',|

236.0

502.8

387.4

78.6

350.7
98.1

252.6

502.8

387.3

77 .1

350.5

98.8

251.6

6.1

2.3

1.8

0.8

16.5

-3.9

8.4

6.7

10.9

5.4

37.9

-3.4

11.6

10.9

5.0

8.6

37.2

0.1

11.4

8.4

12.6

6.2

27.9
-0.4

10.6

7.0

6.9

4.7
17.2

0.5

15.8

9.6

9.'r

3.6

7.6

2.2

4.3

0.0

3.4

-1.2

14.9

-5.9

42
-'t 1

-83

53

1459
1064

(3 2)

395

7.7

2.8

23.9

4.9

41.8

220.0

-24
-51

-83

27

1442
1 035
(3.1)

406

7.7

2.8

24.2

4.9

41.5

222.7

25
-67

-1 19

91

1479
1077

(s.4)

402
7.8

2.9

24.9
4.9

41.3

229.2

5

-75
-'141

80
'1570

11 t9
(3.5)

45',!

7.9

3.1

25.1

4.8

38.3
247.2

-2

-73
-141

71

1548
1119

(3.5)

429

7.9

3.2

25.5

4.8

38.1

250.8

-25
-20
-86

-5

1 s34
1096

(3.5)

438

7.9

3.2

25.5
4.7

37.9

251.2

-37

16

-72

-53

1515
1 054
(3.4)

461

7.9

3.2

25.9

47
37.7

255.2 260.1

78.7

113.2

61.9

70.2

78.6
112.8

59.3

69.5

78.7
1 16.6

63.7

75.1

78.8
122.5

65.2
77.3

79.3
123.6

64.0

77.8

79.6
125.1

65.5
79.7

79.5
126.1

65.1

81.0

7E.1

111 .1

59.5
68.4

78.6
120.8

66.0

76.9
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INrlnnoru

Introduction

Inflation was confined within the 5% target in
2002 following the sustained implementation of
prudent monerary policy and the stabiliry in the
shilling exchange rate. However, during the last
quarter of the year, an upward trend in prices

seems to have emerged accruing from both the
temporary increases in the prices of basic food
items, namely, maize products and green groceries

and increases in the costs of housing and
petroleum products. The temporary increase in
household expendirures during the December
festive season and the election period also
contributed to the modest increase in inflation.

Overall Inflation

Overall inflation rose in December 2002 as

indicated bclow (Table 1 and Chart 1):

. The orzerall l}month inflation increased to
4.1o/o from 2.7o/o in Novemb er 2002.

TABLE 1: OVERALL lt{FLATtOt{ (%)

2@l

J.n Jun Sep t'bv Ooc Jsn

2fi2
Jun Sop 

^bv 
Ooc

r2{flo.{h' 12.O 4.6 3.1 2.1 1.8 0.4

Arorage annral2 to.2 10..t s. t 6.6 5.E 4.8

}la,Esso€.dlemsnh 0.9 0.2 {.3 05 .o.2 {.s
f,rarEB3o\s3rnmths 1.9 2.3 0.1 {.5 {r.3 {).9

2.8

2.3

1.2

3.4

1.8

1.8

o.3

-1.0

2.7

1.7

0.5

0.4

4.1

t.9

1.3

2.O

CHART 1

Underlying Inflation

Developments in the underlying inflation in
December 2002 were as follows (Table 2 and
Chart 2):

. The underlying 12-month inflation
increased to Z.4o/" from 2.0o/o in
November.

In December 2002 alone, the overall
inflarion inder< increased by l.3Y"compared
with 0.5% increase in November 7002.

The overall average annual inflation also

rose to l.9o/o in December 2002 from 1.7 o/o

in November.

In December 2002 alone, the underlying
inflation indq increased by 0.5/"compared
with 0.3% increase in November.

The underlying average annual inflation,
however, declined to 2.5%o from Z.T.

TABLE 2: UNDERLYII{G INFLAT|ON (%)

a

a

a

a

12-rnqlth

2ml
Jan Jun i{ov Dec Jan Jun

8.3 6.7

2@2

Nov Dec

20 2.4

anrual 6.6 7.1

o\€r one month 1.5 0.6

oler 3 months 3.0 i.6

6.5 5.7

6.8 6.E

0.3 4.2

'r.E 0 2

5.1

0.7

o.2

0.1

2.9

4.6

00

1.2

1.4

3.4

o.2

0.3

3.0

6.2

{.5
4.6

2.5

0.5

27

0.3

0.8

CHART 2

fr1
F-&AFI.ryb!A{!?BbF

M

Sourc[: Ccntnl &rrcru of StAh0cr t Ccotnl Ernt ol lknyr

rThe rate of change in rle CPI over the same month in rhe previous
year, sometimes referred to as the "annual" rate of change.
rPercentage change in rhe average CPI for the last 12 months over
the average CPI for the previous 12.month period.

Sourc0!: C.ntnl Euroru ol Stdrtlct t Crotnl B.nk ot Kenyt

Inflation by Income Groups

Inflation in goods and services purchased by
various income groups accelerated in the 12.

month period to December 2002 as follows
(Tlble 3 and Chart 3):

6 Kenyu lvlonthly Ec'onomic Rt,r.it,rr; Junuut.t' J()03



INI:LATIoN

a The 12-month inflation in goods and

services purchased by the Nairobi lower

income group, increased to 4.07o from

2.4o/o in November.

The 12-month inflation in goods and

services purchased by the Nairobi middle/

upper income group rose to 3.07" from

2.8o/o in November.

As a result, the l}month inflation in goods

and services purchased by the combined

Nairobi income groups increased to 3.87o

from2.5o/o.

The l2-month inflation in goods and

services punchased by corrsumers in the rest

of urban towns also increased to 4.5"/o

ftom2.6Yo.

goods and services, and recreation and

entertainment, horverrcr, had dedines in inflation

during the month while inflation in clothing and

footwear remained unchanged at 0.87o (lable 4

and Chart 4).

Outlook

Various temporary and seasonal influences are

enpected to generate inflationarypressures in the

short run. These include the increases in prices

of petroleum and related products, and shortages

associated with inefficient transportation and

distribution of goods due to hearry rains in some

rural areas. However, the pressures are not
orpected to persist during the year due to the

implementation of a prudent monetary policy

stance and the stability in the shilling exchange

rate.

o

a

o

Inflation by Categories of Goode and

Services

Inflationary pressures ercperienced during the

month were largely in the major components of
the consumer price indoc (CPD, namely, food and

soft drinks, housing, and fuel and powerwhose

inflation rates increased a 5.7o/o,3.5o/o and?.5o/o,

respectivelR from 3.2Yo, 2.2o/o and 3.4% in

November 2002. Alcohol and tobacco, medical

Hrhtffi
TIII-4. ry; _-4

\z --

IFul&Pffi

Fod rrd Ddl*

lilcdlolgoodr A ranlo!

Hoalry

R.q I cdEtff

TErpon fCffi

l'lffigoodAu{s

Cbtit! Efrdhr

AhodeTo[m

Au{6
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MoNev Suppr-v

Money supply accelerated in the nryelve months
to November7002 relative to both the target and

the increase in the year to November 2001 (-lables

5 and 6 and Chart5). Narrow moneysupply, M3,
comprising currency outside banking institutions
and shilling denominated deposits of the private

sector held with banks, increased by 8.4"/"
compared with 1.6% target growth and 3.1%

increase in the year to November 2001. Broad

money supply, M3X, which includes M3 and

residents' foreign currency deposits increased by

9.6/" compared with 1.9% rarger growrh and

TABLE 5: ANNUAL PERCETITAGE CHANGE tN MOt{Ey SUppLy

CHART 5

Source. Central Bankof Kenya

150

!1.0

70

3.0

.1.0

&od& r M:,r/ Supnr, n.*r, u I

rcV DEC

200r
N FEA MR APR UY UN U Are SEP @T W

2@2

TABLE 6: MONEY SUPPLYAND ITS SOURCES (Ksh bn)

Absolute and percentage changes do nol necessarily add up due to
1/ Broader money, M3XT, comprises M3X and non banking pubtic holding of Governmenl securilies.
2/ Broader money, M3X, comprises M3 and residents foreign currency deposits with locat banks.
3/ Broad money, M3, comprises currency oulside banking institulions, and alt private and other public sector hotdings ol
demand savings and time deposits. lt exctudes central and local Government deposits wilh banking institutions.
4/ NFA al constant exchange rate of Ksh 79.9s to rhe us dottar (sept. 3oth, 2001 ).
5/ Excludes intercst in suspense,

Sourcc: Contnl Brnk of Kcnyr

2@2

Sep ib I>c Jan iiar Jl,l Sep G t\b

^/Bmx
[axr

0.7

1.7

8.1

3.1

1.6

4.1

2.5 2.O

2.3 0.0

6.1 4.3

3.9

2.1

5.7

8.5

6.7

8.4

81

84

11.4

7.2

7.0

10.6

8.4

9.6

15.8

Nov
2001

Nov.
2002

Annual C hange
Absolute

70.9

34.6

26.6

26.7

9.9

0.0

9.9

24.6

12.4

7.0

5.5

1.5

5.5

12.2

6.7

7.2

-0.5

5. Net domestic assets (5.1+5.2)

5.1 Domestic credit (5.1.1+S.l.Z)

5.1.'l Government (net)

Central Bank

Banking lnstitutions

5.1 .2 Private sector and other public sector 5/

5.2 Other net domesic assets (5-5.1)

6. Reserve money

Currency in circulation

Banking lnstilutions' deposits with CBK

449.0

361.1

318.0

304.6

86.7

71 .8

't5.0

274.3

340.2

91.5

12.6

78.9

248.7

-65.8

73.9

49.2

24.7

519.9

395.7

344.6

33't .3

96.7

71 .8

24.9

299.0

352.6

98.5

18.1

80.4

254.1

.53.6

80.6

56.4

24.2

132.1 114.7 -17.5 -13.2Treasu bills outstandi

Memorandum items

I
11

0

66.2

9.0

3.6

7

43.4

1.9

2.2

18.6

9.1

14

1. Money supply, M3XT 1l

2. Moneysupply, M3X (4+5) 2/

3. Money supply, M3 3l

Of whlch: M2

Net foreign assets 4/

Central Bank

Banking lnstitutions

15.8

9.6

8.4
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MONEY SUPPLY

1.67o increase in the nrelne months toNorember

2001. The broader money supply, M3XT,

increased more rapidly by 15 .8o/o compared with

6.50/o target grouth and 4 .Lo/o increase in the year

to Norrcmber 2001 reflecting the increase in M3X

and a 4L.4/o increase inholdings of gwernment

securities by the non bankpublic.

The ogansion in M3X the intermediate money

supply target used by Central Bank for monetary

policy, emanated from increases in both net

foreign assets (NFA) and net domestic assets

(NDA) of the banking rystem. The NFA increased

by ll.5o/o in the year with the build up being

wholly in foreign assets of commercial banks as

their foreign liabilities declined. The NDA
increased bv 9.0% due to increased credit to the

Government and the private sector as well as

increases in other domestic assets net of other

liabilities of the bankingqrstem.

Reserrrc Money

Reserve money, comprising currency in
circulation and deposits of commercialbanls and

non bank financial instirutions (NBFIs) at the

Central Bank, increased by9.Lo/o to lGh 80.6bn

in the rwelve months to November 2002

compared with 6.40/o target increase and 4.4o/o

increase in the year to November 2001 (tble 7

and Chart 6). The increase in reserve money in

the period under review was wholly in currency

in circulation, which increased by 14.60/"

compared with 4.9o/o increase in the year to

November 2001. Deposits of commercial banks

and NBFIs, on the other hand, declined h 1.8%

in the year to November 2002 compared with

an increase of 3.4o/o in the year to November

2001.

The reserve money er<pansion during the nvelve

months to November 2002 was wholly in the

NDA of the Central Bank as the NFA remained

uncianged at lGh 71.8bn. The NDA increased

by Ksh 6.7bn partly due to Government
spending of its deposits at the Central Bank as

well as reduced indebtedness of the Central Bank

to commercial banks, through lower mop up

activities under open market operations (OMO).

Developments in the components of the NDA
were as followst

o Government net position at the Central

Bank increased by lGh 5.5bn in the year to

November 7002.

a Commercial banks net indebtedness to

Central Bank declined by Ksh 5.3bn,

reflectinga dedine of IGh 2.8bn in holdings

of commercial banks repurchase

agreements under the OMO. At the same

time, banks'borrowing from the Central

Bank declined by IGh 2.5bn.

TABLE 7: RESERVE ilOllEY& ItS SOURCES (K$ bn)

CHART 6

o
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2.2 Ad'erEas E Discqrtg
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-13.6

3.t
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24.7

71.6

8.E

16.1

€.3
-1.0

80.6

24.2

0.0

6.7

5.5

5.3

4.1
4.7

{.5

1. ibtF@ilnAsse
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Rosen€ tt o.Ey
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MONEY SUPPLY

a Other domestic asses net of other domestic

liabilities declined by lGh,1. lbn.

Credit Derrclopments

Net domestic credit NDC) from the banking

sl/stem increased by 3.6% in the trrelve montfu

to Norcmber }NZcompared with 2.1% increase

in the year to November 2001. The credit
ercpansion in the periodwas channelled to both

the Govemment and the private sector.

Credit to govemment, on a net basis, increased

by ?.6/o during the rwiew period compared with
L3.2o/o increase in the year to Norrember 2001.

The Govemmentspent IGh 4.6bn of its deposits

and utilised Ksh l.1bn of its overdraft facility at

the Central Banlc Meanwhile, commercialbanlc

credit to Govemment increased by XGh 1.5bn or

1.97o compared with XGh 18.2bn or 30Vo increase

in the year to November 2001.

Credit to the private and other public sectors

increased bv IGh 5.5bn or 2.2o/o in the year to

November 2002 compared with IGh 3.7bn or

1.5% dedine inthe),eartoNovember 2001. The

credit increase was wholly to the prirrate sector iu;

lending to other public sector institutions
declined by Ksh 0.4bn. An additional lGh
25.3bn credit was extended to the private sector

to finance activities in transport and

communication, finance and insurance, private

households, agriculture, building and

construction, real estate, consumer durables and

business services. The additional credit'was

howerrer, pardy offset by lGh 19.4bn repayments

by other activities, rrade, manufacturing and

mining and quarryingClable 8).

TABLE E: CREDIT TO PRIVATE & OTHER PUBLIC SECTORS
(Iahbn)
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BnruxrNc Sgc-on DcvrloPuENl's

Strucnrre of the BanLi.g Syetem

At the end of December 2002, the banking

system consisted of 53 institutions, comprising

44 commercial banks, 3 NBFIs, 2 mortgage

finance companies and 4 building societies Ctable

9). This represented a dedine in the total number

of institutions from 57 in December 2001. The

decline in the number of banks reflected mergers

involving eight banks. One bank that had been

under statutory management resumed operations

in December 2002. In addition, there were 48

foreign exchange bureaus.

TABLE 9: GOMMERCIAL BAllKS, NBFIs & FOREIGI{ EXCHANGE

BUREAUS

Tvoo of hrtitutlonlBurcau Drc{flll Dsc{fll2
ConrrBrcialBar*s

(a) Operating
(b) Under Cenlral Bar* stehhry tnanagernent

BriEing Societios
Mortgag€ FinsrE6 Compsnies
Nor}bank Finencial klstit tions

(a) OperatirE
(b) Urder Cent'alBank sbt,bry rnanagemeri

Total

For€ionErchame Bueatls

tl8
47

1

4
2
3
3

57

47

41
44
0
4
2
3
3

53

48

Source: Ccntnl Brnk of Kanyr

Assets

Total assets of the banking system increased to

fGh 45?.4bn inNovember 2001. Total loans and

advances, which accounted for 56o/"of total assets

increased by lGh 11.8bn to Ksh 255.3bn in

November 2002 from fGh 243.6bn inNovember

2001 (Table 10). The increase in total ioans was

mainly on account of increased lending to

transport and communication, finance and

insurance and private households.

TABLE t0: SELECTED ASSETS OF THE BAt{l$lG
NSTITUTIOIIS (Krh bn)

and porc€nlagc changcs may up @unding

" I ncluctcs inlo,o ank b alancos.

Soom: Crr{rrl Brnhol Katyr

OtherAssets

Government securities held by banl<s increased

by 8.9% to XGh 101.3bn in November 2002

from Ksh 93.0bn in November 2001, and

accounted for 22.1o/o of total assets. Deposis

with the Cenrral Bank decreased to IGh 23.9bn

from IGh 26.0bn and accounted for 57o of total

assets.

Asset Qrrrlitv

At the end of November, 2002 the level of non-

performing loans (NPIr) was estimated at Ksh

76.1bn or 29.8o/o of total loans, compared with

IGh 81.3bn or 33.4o/o of total loans in November

2001 (Table 11). The decline in NP[s by lGh

5.Zbn accrued mainly from writeoffs by some

institutions. The NPI-s were mainly concentrated

in ten institutions, which held about lGh 45.0bn

or 600/o of the industry's total. The level of
provisions increased marginally from lGh 32.2bn

to lGh 33.Zbr. in November 2002. As a result,

the banking sector was adequately cushioned

against the NPLs as the estimated value of
securities increased from lGh 37.5bn to Ksh

44.8bn.

Nov
2001

ilov Chrngr'
2002 Absolu!. %

ASSETS

Loans and AdBnco6
GoEmment Secudtieg

Balanc$ at C€ntrd Bank

Fixed Assets

Other Ass€ts

a2:r.e

213.6

93.0

26.0

17.8

28.1

a51.1

255.3

r0 r.3

23.9

18.9

36.8

34.5

1 1.8

8.3

-2.1

1.1

8.7

t.2
4.8

8.9

4.1
6.2

3r.0
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BA N K I NG S Ii(-TO R D E Y E I,O PM ENTS

Nov{l NoY{E

1. TotalAd\arE€s

2. Spsific Pro/iskns

3. GenralPrwisions

4. Total Provisists (213)

5. t$lAdvarEss(1.4)

6. Tctal ttGPerfo.rnirE L@ns (t9ts)"
7. l$tf{oGPe.fo,mirBLmns(62)

8. \blt.B d soaritis (estirnated)

9. lglElpcue(74)
10. Tctaltfls as %crtolal Lmrts (d1)

1 1. Total Prc^,isir6 as o/o d btal loans (41)

12. Expcueas 0/6 oatcld l@ns (91)

255.3

30.0

3.2

33.2

7r',.1

76.1

46.1

4.8
1.3

n.ah
13.G7o

0.5%

2.li}.6

n.7
2.5

u.2
211.4

81.3

51.6

37.5

14.1

tX.4o/o

13.?/o

5.8/.

TABLE ll: I{O}I-PERFORilING LOA}IS'(tlPLr) & PROVISO}IS

(Krh bn)

'rle Nis€d | lirg syslqtefr ,liw Aprl W2erchbs sGr,odeclitfldsl otldd
l6ts xd,vtglqmq lcnts (rPts)

Sourcc: Ccntnl Brnh of Koyr

Deposit Liabilities

Deposits, including interbank deposits and

accrued interest, held by banking instirutions

increased byl}.7o/o to lGh 353.7bn in November

2002 from Xkh 320.9bn in November 2001. In
terrns of market share, the largest ten commercial

banks accounted for77.3o/oof all deposits in the

bankings1ntem.

Capital and Reserrrcs

Capital and reserves of the banking system

increased by 6.0% to lGh 58.3bn in November

2002 from lGh 55.0bn in November 2001 (table

12). Capitalisationm as meisured by the ratio of
total capital to total riskweighted assets ratio,

decreased marginally to t7.0o/o at the end of
November 2002 from l7.lo/o at the end of
November 2001 This was, howwer, still above

the minimum requirement of l2o/o.

Profitabiliry of the Sector

The unaudited pretarproftts decreased by4.5/o

to IGh 8.4bn for the eleven months ending

TABLE t2: SELECTED LhBILITIES OF THE BAIIKING

lNSTltUTlOt{S (Ksh bn)

'Absolute end percentage changos may nol necess2rily edd up due lo rcunctinl.

" I ncludes inte/o ank b alance s.

Sourco: Ccntnl Brnh of Xmyr

November 2002 from lGh 8.8bn for a similar

period in 2001. The deterioration in profitability

was mainly attributed to a decline in interest

income on advances.

Institutions under Stanrtory
Management

The Delphis Bar,L, which reopened in December

7007., is now fully operational under close

monitoring by the Central Bank of Kenya.

Building Societies

At the end of November 2002, total assets and

deposits of building societies were IGh 9.5bn and

IGh 7.5bn, respectively, while their total advances

amounted to XGh 3.1bn. While their total income

stood at lGh 1.2bn, their total expenses stood at

IGh 0.9bn, giving total preta:r proftt of IGh 0.3bn

for the eleven months endingNovember 2002.

Cash and Liquidity Ratios

The commercial banla and NBFIs continued to

meetthe 20olo minimum liquidityand 10% cash

ratio requirements in November and December

2002 Ctable 13 and Chart 7).

ilov
2001

Nov Annual Changr'
2002 Abrlut %

122.9

320.9
55.0
'10.9

31.9

157,1
353.7

58.3
8.2

v.o

3a.5
32.8

3.3
-2.7

2.0

t.2
10.2

6.0
-24.8

6.6

LIABILITIES
Oeposits"
Capital and Rasen€s
Foreign Liabilities

Oth6r Liabilities
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BANKING SECTOR DEYELOPMENTS

Treasury bills and bonds. The arrcrage liquidity

ratio for commercial banls increased to 44Vo in

December 2002 from 43% inNovember while

that forNBFls incteased to 56% from 5396 over

the same period.

The average liquidityratios for mortgage ftnance

companies and building societies remained

unclranged at 3lyo and 5096, respectivelR in

December 2002.

Caeh Ratios

The average cash ratio maintained by banking

instinrtions remained undranged at 11.0% in

December 2002. The average cash ratio for

commercial banks declined to 9.057o in

December 2002 from 9.L7% in Norrcmber while

the average ratio for NBFIs increased to 13.0%

fromll.9%orrcr the same Period.

roc*iifr;iay. i

Liquidity Ii"atios

Banking instinrtions continued to hold liquid

assets l".g.b in form of cash balances at the

CentralBarrk and govemment securities inboth

l['.:i-rii-. - .,, t, f lri::,;a:,-r-ll4.'','- i : _t ., 1i): i.' r i,.:'

^ ^ a Hud t.r.e. LhuUhY

Iinlmm

bccriR 0o
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Iruranesr Rnres

In the last quarter to December 2002, major

moneymarketrates mainained an up,ward trend:

The 9ldayTteasurybill rare incteased ftrom

8.1% in October to 8.4% in December

2002, reflecting a tighter liquidity in the

domestic moneymarket

The interbankrate rose tol.?%from 8.3%

orrcr the same period CIable 14 and Chart

8).

o The arrcrage rate on 3 monttn time deposits

delined from 5.5Vo in October to 5.4Yo tn

December 2W2.

The average rate on savings deposits

dedined from 3.8% in October to 3.?% in
December Z0f,,z.

a

a

a The arrcrage rate c}arged on bank orardrafo

declined to 18.6% in December from
L8.9% in October 2002.

The average spread declined to 13.4% in
December 2002 from 13.7% in October,
reflecting mo\rcments in the average deposit rarc

whidr increased tD 5.0yo frcm 4.? %over the same

period.

a

fqrnrr-

aF.a
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Srrrr.uttc Excunrucg Rnt'E

The Kenya shilling weakened against the US

dollar, the Sterling Pound and the Euro to

exchange at an average of IGh 78.7, rch 118'3

and IGh 74.4, respectively, in 2002. Against the

Japanese Yen and the South African Rand, the

shilling, however, gained by 2.8o/o and 18.67o,

respectively, to trade at lGh 62.9 pet l00Japanese

Yen and IGh 7.5 per Rand. The shilling also

strengthened against the Tanzania shilling to

exchange atTsh 12.3 comparedwithTsh 11.2 in

the year to December 2001, and against the

Uganda shilling to exchange at Ush 22.8 in the

yearto December 2002 comparedwith Ush22.4

in the previous year.

On a montlrlybasis, the shillingremained stable

against the US dollar, trading at an average of lGh

79.5 in December 200?. compared with an

average of lGh 79.6 in November 2002. k,

horverrer, weakened against the Sterling Pound and

the Euro by0.8% and 1.6olo, respectively. Against

the Japanese Yen, the shilling gained by 0. 60lo, but

lost by q.0% against the South African Rand in

December 2OOZ. The shilling had a mixed

performance against the regional currencies. The

shilling weakened marginally agairut the Thnzania

shilling by O.?o/o to trade at Tsh 12.3 but

strengthened by 0.8olo against the Uganda shilling

to trade at Ush 23.7 in December 2002 (Table

15 and Chart 9).

The stability of the shilling against the US dollar

in December 2OOZ was aftributed to subdued

corporate demand forforeign exchange and some

inflows mainly from tea export proceeds. The

performance of the shilling against the other

major intemational currencies in December 2002

reflected the movement of these currencies

againstthe US dollar inthe intemational currency

market. While the Sterling Pound and the Euro

gained against the US dollar bv 0.8% and l.7o/o,

respectively, the Japanese Yen lost by 0.5o/o.

ShlllinrSbdln0 Pound

Shllllqffi hl.r

ShillinCEurc
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SHILLING EXCHANGE RATE

In nominal effective terms, that is, tradeveighted

against major partner curencies, the shilling

depreciated by 1.0% in the year to December

ZDicompared with an appreciation of 0.7% in

a similarperiod to December 2001. In real terms,

horrever, the shilling appreciated marginally by

O.lYo in the year to December 2002 compared

wirh l.2o/o depreciation in the year to December

2001. The appreciation in the real effectirc shilting

exchange rate in the year to December 2OOZ

rcflecred higher inflation in IGrrya than in trading

partner countries.

l6 Kenya Monthly Economic Review, January 2003



Butrcernnv DgvEI-oPMIINTS

The Government fiscal operations over the first

five montfu of fiscal year7002/03 resulted in a

deficit of lGh 17.9bn or 1.8% of GDR on a

commitment basis, compared with IGh 9.5bn

deficit or 1.0% of GDP in a corresponding period

in the previous fiscal year Cfable 16 and Chart

11). On a cash basis, the deficit was IGh 19.4bn

compared with Ksh 16.4bn deficit in the first five

monttrs of Z00l/07.

TABLE 16: BUDGET OUT-TURN (Ksh bn)

'Bod*ra
- Fg,r h rstrfEi a dct toGDP Uo(9t)

It: t2-IOtlIHS BUOGET OUT.TURTI

tl

Revenue and Grana

During the first five montfu of fiscalyear}O}T/

2003, the Government collected receipts

amounting lGh 80.8bn compared with XGh

78.1bn in a similar period in fiscal year 2001/02

(Thble 17).

TABLE 17: COiIPO$IION OF GOVERllllEl{T REVENUE

(Ksh bn)

Nov-01 Share
Kah bn o/o

Nov-02 Share
Kth bn ln

l. Revonuo (2+3+4)

2. Tax Revenue
hcome Tax
Value Added Tax
knport Duty
Excise Duty

3. Appropriations-in-Ad
4. Other Revenue
5. External Grants
TOTA RECEIPTS (1+5I

96.5
81.8
26.8
27.2
12.7

15.1

8.8
5.9
3.5

r00.0

75.4
63.9
20.9
21.2

9.9
11.8

6.9
4.6
2.7

78.1

Tt.3
67.4
23.8
23.2

7.4
13.1

5.3
4.6
3.5

80.8

95.6

83.4
29.4
28.7

9.1

16.2

6.6

5.7
4.4

100.0

Sourca: Trcuury

Tax receipts contributed [Gh 67.4bn or 83.4o/o

of the revenue collected, and were lGh 3.5bn

higher than those in the first five months of the

fiscal year 2001/02. Receipts from all tax

categories €xcept import duty increased, reflecting

more efficient revenue collection measures

adopted by the Kenya Rerzenue Authoritv KRA).
The taxrevenue comprised the following:

a Income tax collections were lGh 23.8bn or

35.3o/o of tax revenue, compared with lGh

20.9bn or 37.7o/o of tax revenue in a similar

period last year.

a Value Added TiD( NAD receipts rose h IGh

2.0bn, to IGh 23.7bn from lGh 2l.2bn
collected in a similar period last year.

Import and excise duty receipts decreased

to xGh 20.5bn from IGh L|.7bnin a similar

period in the last fiscal year. Of this, import
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B U DG ETA RY DEV E LOP M ENTS

a

and orcise dutyamounted to IGh 7.4bn and

IGh 13.1bn, respectively.

ln addition, other gwernment receipts mmprised

thefollowing:

User charges, fees and other lwies, which

amounted to IGh 5.3bn, down from lGh

6.9bn in a similarperiod inthe lastftnancial

year;

O Non tax revenue, which amounted to XGh

4.6bn, was the same level as in a similar

period last year; and

a External grants, which stood at lGh 3.5bn,

were IGh 0.8bn higher than the amount

received in a corresponding period in fiscal

vear Z00l/02.

Expendinrre and Net I-ending

Government orpenditure durirrg the first five

months of the fiscal year 2002/03 amounted to

fGh 98.7bn or IGh 11.1bn higher than in the

comparable period in the previous fiscal year

(Table 18). The expendirure comprised the

following:

a Recurrent expenditure of XGh 86.0bn,

accounting for 87.1o/o of total expenditure

compared with IGh 79.9bn or 9l.2Yo of
total expenditure in the last fiscal year.

Major items of the recurrent orpenditure

were as followst

o Interest payments amounted to XGh

16.2bn compared with IGh 12.8bn in
a similar period last year. As a

proportion of total expenditure,

interest payments increased to 16.4%o

from 14.60lo last year and were lGh

0.1bn above the budget estimate.

o Expenditure on salaries and wages was

lGh 33.8bn compared with IGh 31.6bn

in a similarperiod in the prwious fucal

year, and a budget estimate of lGh

34.2bn; and

. Other expenditures amounted to XGh

36.1bn, comprising mainly
expenditures on operations and

maintenance compared with Ksh

35.5bn the previous year.

a Derrelopment errpenditure was IGh 12.8bn,

representing 17.9o/o of government

expenditure, compared with 8.8% in the

previous year. This was IGh 5.1bn more

than the level in a similar period in fiscal

year700l/02 and Ksh 7.3bn belowbudget

estimate.

TABLE 18: COtPOSlTlOll OF GOVERiIilEI{T EXPENDITURE
(Krh bn)

'hclud€s cornmlrrion and othor chergs! paE to CBK

Socna: Tttury

Financing

Thebudgetaryoperations in the first firre months

of the fiscal year generated a financing
requirementof lGh 26.6bn. Thiswas IGh6.3bn

loc/er than in a similar period in fiscal year 700L/

Nov-01
Krh bn

Shrrc
Y.

Nov-02
K.h bn

Sh.re
1o

Salaries & Wages
Total ht6rost

Dome3tic'
Foreign

D6\r6lopm€nt

Others

TOTALEXPEND]TURE

u.2
't6.4

1'.t.4

4.9
't2.9

36.5

100.0

31.0

't2.8
9.5

3.2
7.7

35.5

t7.6

36.1

14.6

10.9

3.7

8.8
l().5

rooo

33.8

16.2

fi.3
4.0

12.8

36.r

98.7
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BU DG ETA RY DE Y E LO PM E NTS

02 (Table 19). The financing was from the

following sources:

. lGh 14.6bn from commercial banks;

. Ksh 9.8bn from non bank sources; and

Ksh 2.3bn draw-down of government

deposits at the Central Bank.

4,1.9bn in June 2002 (Table 20). The debt

includes IGh 36.9bn in frozen overdraft (OD)

incurred prior to implementation of the Central

Bank of Kenya (Amendment) Act, 1996 which

limited Govemment access to the OD facility at

the Bank to no more than 57o of the reculTent

revenue reported in the latest audited
Appropriation Accounts. Based on this, the

Government access to the facility is currendy

limited to Ksh 8.8bn. The actual level of
utilization of the facility, at lGh 4.2bn, as at end

December 2002 was therefore well within the

legallimit.

TABLE 20: GOVERNMENT ]NDEBTEDNESS TO THE CENTRAL

BANK (Ksh bn)

Jr{l lib{E (bc'@ ilomnl

Tca, Godrmnl CrA (lrail+a+q

1 Osftr
2 R6corldsE it6

T6uyUs
Tr€6uy bq6

3. |tnmt€clEt€T/bk&E6
4. tvfnr6a*rrtootrrEt
5 OsBd itsc h t'J6i
librErdrn

Arsb€d w(Hfrit

,mrladde

tc
1.1

76

at
/12

'16

o0

12

12

a{t
00

03

03

00

$9
21

57

11
11

00

00

00

$9
2.1

05

'll.t
12

0.0

00

00

$9
21

ot

-1.0

-02

42

00

00

00

at
o0

88

Sourcc: Centnl Brnkof Kcnyr

The IGh 1.0bn Government repayment to the

Central Bank arose from lGh 5.0bn decline in
cleared items awaiting transfer to the Paymaster

General account and lGh 0.2bn decline in the

Bank's holding of rediscounted securities. The

above debt reducing transactions were partially

offset by IGh 4.7bn utilization of the overdraft

facility at the Central Bank

a

TABLE 19: GOVERiII(EI{T FI]{ANCING REQUIREiIENTS &

SOT RCES (Krh bn)

Sourco: Trorrury & Ccnkd Ernk of Kcnyr

The funds were used to finance a budget deficit

of lGh 18.0bn and make net repayments of lGh

4.4bn and XGh 4.3bn to the extemal sources and

the Central Bank, respectively.

Government Indebtedness to the

Central Bank

Govemment indebtedness to the Central Bank

in the first six months of the fiscal year 7OO?./ 03

declined bv XGh 1.0bn to lGh 43.9bn from XGh

t,btr.@HluIOGREqIEIIEIfl' iblot $flt
rthh *

EffiCUrddkn
Darretic ffi reddidt

31 C€rfrd Ba*(ird. lE ns htrrtf)
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3.3 lulH(sorc6
hy€6€ in O(d#its dCBK

TOTA

13.0

5.!

141

ga

o0

{t
o0

340

3.6

rz6
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8.4

0.0

14.5

0.o

t@.0

lao

L
/t3

{3
c0

0.0

0.0

2&0

1. e.Qd(ffi

FTMIENGSX.EES
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l5v{n SlEn ib&
l(h Er

E)(lenddeiliuee

kEr€6e indofiEstic H
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Pitdisehntrd
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o0

0.0

Z1.E

q0

n.c

o0

112

o0
qe

0.0

0.0

66.1

0.0

€6.1

0.0

3.9

0.0

rm.0

o0

0.0
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0.0

lrta

9.E
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o0

2&0

54.
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Jun{l' Jun{2' Nov-02" Ch.ngc
2002t03

EXTERNAL"'

Brlateral

ifullrlateral

Comme.cEl Banks

Export C.edrt

Sub-Tot.l
(Asa%olGOP)

ooMEsrlc
Banks

Central Bank

Commerc€l Banks

Nontanks
Non-bank FrnancBl lnsl

Other Non-bank Sources

Non-rarldenlt
Sub-Tot l
(Asa%olGDP)
GRANO TOTA

I

lrAs a o/. ol GDP)

132 3

224 5

294

38
30a.0

466

130 0

240
13

471.7

41 0

127 3

219 0

237
'1 3

!71.3

377

-26

-35

-03

00
{.a
-33

100.2

472

620
e 3.a

39
896
e.2

2t t.r
250

c05.6

71 6

t 20.8

424

780
l0,a.a

10t5
r0.8

236.0

256

8t 3.t
667

130.i4

385

91 I
115.5

35
112 0

e.2

255.2

259

c26.5

637

e.8

-43

r39
11.2

o7
't0 5

.1.5

19.2

03
12.8

-30

Pusuc Dasr

Overall Debt

The stock of public debt increased to Ksh

626.5bn, or 63.70/o of GDR at the end of

November 2002 from fGh 613.8bn inJune 2002

Clable Zl). Of this, domestic debt amounted to

lGh 255.2bn or 25.9o/o of GDP while external

debt was fkh 371.3bn or 37.7o/o of GDP.

TABLE 21: KENYAS PUBLIC DEBT (Ksh bn)

General Account and IGh 4.2bn utilization of the

Government overdraft facility at the Central

Bank

TABLE 22: GOVERT{ilEilT DOMESTIC DEBT (Ksh bn)

'Pr6,ldcl
?dn Irry Dl ffi d b llold 6. gE H. l^ *aEt td.t d gffi

d+oairdY-rkbPfr'

TABLE 23: ANALYSIS OF DOMESTIC DEBT (Ksh bn)

'P,ovldonal
" Excludaa REPO Trlaery blllt
"' lncludat ova.dralt ltamt ltr banJl, comm!rclal bankt advln6a and tax

ru$rya orullota3
Sou,ce: Crnttrl 8.nk of Kanyr

Treasury Bills

The outstanding stock of Treasury Bills as at the

end of December 2002 was Ksh 82.9bn

distributed among investors Clable 24 atdChart

12) as follows:

Banking institutions held lGh 36.2bn or

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

banks and NBFIs held IGh 35.2bnand lGh

1.0bn worth of bills, respectively.

' Ressed

" Possonal
"'l^cludes IMF Loans

F rom January 2OO l dom astc dabl ri ropoiod on a gros s bas rs lhal ls wrlho ul n6irn0 oul 9o6m-
mantdopos{sandTroasuryad€nccitoparaslalals ThadaDlrs.howa6' nclol3hs2,026m lu
drrburscm6nli onlant e ho Go, byCgX and whrch ata consrdcred a! ptn ol6&tnal d'bl

S@rc..:T...rury 3 c.nl..l g.6l o, bny.

Sourcc: Trc[ury t Ccnbrl Brnk ol Kcnyr

Domestic Debt

Public domestic debt rose by lGh 24.1bn to lGh

260.1bn in December 2007 from lGh 236.0bn

inJune 2002 (lables22 and73).

The increase in domestic debt during this period

was entirely in Gonemment securities, which rose

by lGh 25.0bn. This increase was partially offset

bv lGh 0.9bn decrease in other categories of

govemment debt reflecting IGh 5.0bn dedine in

cleared items awaiting transfer to the Pay Master

No Dc .tn l0

Idd d(o,tbndcbU(A.q
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00
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00
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00
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226.4

82 1
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00
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o/o Dec o/o Jun o/o

m1 m2
Holderc Jun % Yo Dec

Banking lnstitutions

Central Bank

Cornm. Banks

NBFIs

lnsurance Companies

Parastatals

Ofwhich: NISSF

55.7

0.0

43.1

2.6

10.2

8.2

0.2

2.5

40.3

116.9

47.7

0.0

45.4

2.2

8.7

7.0

0.2

2.2

34.5

100.0

,15.3

0.2

,t3.3

1.8

13.1

3.2

0.5

1.5

33.8

96.8

216.8

0.2

4.7
1.8

13.5

3.3

0.5

'1.6

34.9

100.0

30.5

0.3

28.7

1.5

8.7

5.8

1.1

0.4

36.7

821

37.2

0.3

35.0

1.9

10.6

7.0

1.4

0.5

4.7

100.0

34.0

0.0

32.8

1.2

8.9

4.6

1.1

0.5

38.6

86.6

39.3

0.0

37.9

1.3

10.2

5.3

1.3

0.6

4.6

100.0

36.2

0.0

35.2

1.0

8.6

2.9

1.6

o.7

34.6

8iL9 r

1

1

1

41

Total*

50.7

0.1

ZB.5

0.1

40.6

2.8

8.2

9.6 8.2

0.2 0.2

2.6 2.2

4.1 37.9

116.4 100.0

47.3

3.3

9.5

Buildirg Societies

Others

TABLE 24: OUTSTANDIT{G TREASURY BILLS BY HOLDER (Ksh bn)

' Ercluder rcprrchase a&r Hll3

CHART 12: OUTSTAl{Dltlc TREASURY B|ILS By HOLDER (Ksh bn]

Soocr: Cr*rl Ellrol lhnyt

The non bank sectoq comprisrng insurance

companies, parastatals, indMduals and

other corporate entities, held bills worth
fGh 46.7bn or 56.40/o the bills.

Treasury Bonds

The outstanding stock of Treasury bonds,
increased to XGh 130.5bn in December ZOOZ

from XGh 106.3bn inJune 2002 followingefforts

to lengthen maturityprofile of the domestic debt.
Consequently, Treasury bonds constituted
54.6/o of total securitised debt in December
ZWL, compared,l,rrrh 47 .L%o in June 2002 (Table

25 and Chan 13).

The outstanding stock of Treasury bonds was held
by various investors as follows:

a

Banks I nks Ellnsu S
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100

ao
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40

20

o

c
.e
o
c
Y

Jun

2001
Sep Nov Dec Jan Jun

2002
sep Nov Dec
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ml N2
Jun % Sep Yc Dec lo Jun Yo Sep o/o Dec o/o

Banl.rnS lrstitutiss

Central Bark

C;ornm. Banks

NAFb

lrsurarre Conpanes

l%rastatals

Of whch: lllSSF

Buildrrg Socidies

Persion furds

Otlers

13.1

0.0

12.5

06

9.9

25

0.2

0.1

0.0

18.9

4.5

n.4
0.0

282

1.2

2..3

5.6

04

0.3

2..0

0.0

215

05

9.5

33

02

0.3

0.0

25.5

60.5

36.3

0.0

35.5

0.8

156

54

03

05

328

0.0

320

0.8

12.3

37

o2

11

0.0

30.4

80.3

40.8

0.0

399

09

15.3

4.6

0.2

1.4

469

0.0

45.8

1 .'l

15.6

44

00

1.6

29

35.0

't6.3

4.1
0.0

43.1

1.1

14.7

4.1

00

1.5

2.7

32.9

1m.0

51.3

0.0

49.3

19

17.7

45

0.0

1.6

5.0

u.2

't16.2

M.1

0.0

42.4

17

15.2

39

0.0

14

4.3

31.1

1m.0

57.3

0.0

55.2

2.0

191

4.6

00

1.6

5.5

424

1$.5

14.

42.

1

0

1

42.4

1m.0

42.1

1m.0

37.8

1m.0 I

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

CHART 13: OUTSTANDING TREASURY BONDS BY HOLOER (Ksh bn)
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Sanrcr: Ca0d Brnh of lhorr

Commercial banks held bonds worth Ksh

55.3bn;

NBFIs held lGh 2.0bn worth of bonds; and

Other investors, including parastatals, held

bonds worth Ksh 73.2bn.

Government I-ong.term Stocks
a

a

Govemment long-term stocks in December 7007

were Ksh i.5bn; the same level as in June 2007.

Of these, the National Social Securiry Fund

(NSSR held llsh 0.8bn while other non-bank

sector investors held lGh 0.7bn.

a
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External Debt

Kenya's external debt decreased in the first five

months of the fiscal year 2002/03 from IGh
377.7bn at the end ofJune7002 to lGh 371.3bn

in November 7002. Consequendy, the ratio of
external debt to GDP declined to 37.To/o in
November 2002 from 41.0o/o inJune 2002. The
IGh 6.4bn net decrease in extemal debt reflected
the following:

a Disbursements amounting to Ksh 3.9bn;

a Repayment of Ksh 10.3bn to external
creditors comprising Xish 8.3bn Cenrral
Government debt, IGh 1.5bn Govemmenr
guaranteed debt, and lGh 0.5bn to the
International Monetary Fund.

Multilateral debt accounted for Ksh 219.0bn or
59.0o/o of the debt while bilateral debt stood at
IGh 127.3bn or 34.3o/o of the stock (Chart 14).

Commercial loans and export credit accounted
for lGh 73.7bnand Ksh 1.3bn or 6.4o/oand 0.3%
of the debt, respectively.

CHART 14: EXIERNAL DEBT DtSTRtBUTtOt{

lrrtrltilateral
59.0%

Comm. banks
6.4o/o

Eport credit
O.3o/o -

Bilateral
34.30/"

Source: Treasury
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The overall balance of payments position

improved to a surplus of US$ 26m in the year to

November 2002 comparedwith a surplus of US$

7m in the year to Norrember 2001. This reflected

an impronement in the current account deficit as

the capial and financial accountsurplus declined

(lable 26 and Charts 15).

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

' Rovirod to ,olloct lho now BOP Pro3ontetion lormat
* Provlrlonrl

Current Account

The current account deficit narrowed to US$

218m in the year to November 2002 ftom US$

372m the previous year reflecting a 34'4"/"

reduction in the trade deficit, which more than

offset the 35.0% decline in the services account

surplus. The decline in grant inflows and in net

non-factor service receipts contributed to the

reduced surplus in the services account.

Yaer to
Nov
2001

Qu.rterr ln Y.rr to October 2oo2

Qi Q2 Q3 Q/0

D.c-Fob IU.r.M.y Jun'Aug Sep-Nov"
Yoar to

N ov'
2001 2002 2002

OVERALL BALANCE

I. CURRENT ACCOUNT

Merchandlro
Exports (fob)

Coffee
Tea
H orticullure
Oil products
Other

lrnports (cif)
oil
Chemicals
Manufacturod goods
Machinery & transPorl equiPment
Other

Servlcer
Non-factor services (net)

Ol which: tourism receipls
lncome (net)

Of which: official interest income

Currenl Transfers
Private (net)
Public (net)

II. CAPITAL & FINANCIAL ACCOUNT
Capltal Tranferr (net)
FlnenclelAccount

Official, medium- & long-term
lnflows

Outflows
Privale, medium- & long-term (nel)

Commercialbanks (n€t)
Other privat€, medium- & long-term (net)

Short lerm and errors & ommissions (nel)

Grolt Recorvcs
Official

in months of goods and non-factor services
CommercialBanks

-19S
489

12
109

71

28
268

-27 5
553

18
101
62
16

35s

-298
519

30
123
t7
40

249

688
116
127

89
173
182

828
155
134
101
221
216

817
194
125
94

153
251

3tt8
648
5'.12

38E
765
805

220
133

90
-22
-21

109
92
17

786
478
28E
-117
-101
425
355

70

7

-322

-l 531
1 884

98
446
242
171
928

3416
736
478
437
825
94 1

12'tO
536
308
-125
-1 14
798
697
101

329
65

261
-290
'181

-47 0
207
129

77
347

86
t8
08
-5
65

-70
-33
-5

-28
106

I tl96
1 101

36
395

14
17
-1

-20
53
-73
-37
-52

15

54

244
71

173
-39
224

.263
-l 14
-l 25

13
325

1515
1054

3./t
.161

't 391
101 1

3.'l
380

3l
-tl 5

153
86
67
-44
-32

110
92
19

77
t9
58
-21
52
-73
-13
-21

I
91

14 50
1 057

33
393

41

41
-232
553

32
114

7',|
14

322

785
182
126
104
217
156

t9r
115

68
-25
-24
100
83
17

15

-53

222
144
64
-26
-25
105
88
17

68
17
5l

7

54
-47
-31
-49
t8
76

1 570
1119

35
451

-64

-74

26

.21E

.'l00tt
2114

93
tl17
2E'.l

98
Ir95

1515
1 054

3.4
461

Sourco: Cltsd Ernl ol KotYr
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Merchaadise

The rade deficit nanowed to US$ 1,004m in the

year to Norrcmber 2002 from US$ 1,531m in the

previous year due to a decline in imports bv US$

298m and an increase of US$ 230m in export

earnings. All categories of imports fell except

chemicals. The increase in export earnings was

atributed to a rise in receipts of horticultural and

non-traditional exports, particularly textiles.

CHART 15: TRENDS lt{ PRICES & VOLUMES OF ttlA,OR EXPORTS
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Receipts from coffee exports, however, declined

following reduced export volumes while eamings

from tea improved slighdy by US$ lm.

Seruices

The surplus in the services account declined to

US$ 786m from US$ 1,210m in the year to

November 2001 mainly due to lower grants to

both the private and public sectors h US$ 373m.
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BALANCEOF PAYMENT:;

Net non factor service receipts decreased by US$

58mwhile net incomepayments declined byUS$

8m. Receipts from tourism also declined by

6.4o/o.

Capital and Financial Account

The capial and financial account reconded a lower

surplus of US$ 244m in the year to November

2002 from US$ 329m in a similar period of the

previous year. This was mainly due to a

deterioration in net private medium and longterm

capital flows, which had a net outflow of US$

114m in the year to November 2002 compared

with a net inflow of US$ 70?m in the previous

year. Short term capital inflorvs (induding errors

and omissions) also declined to US$ 326m from

US$ 347m in the year to Norrember 2001. Official

outflows, however, decreased from US$ 470m

to US$ 263mwhile net capital ransfer receipts

increased bv US$ 6m.

Forelgn Exchange Resenrcs

Following the improvement in the overall balance

of payments, official forergn exchange reserves

increased to US$ 1,054m, equivalent to 3.4

months of imports of goods and non'factor

services at end of Norrcmbe r 2@2 compared with

US$ 1,011m or 3.1 months of import cover in

November 2001 (Chart 16). Foreign exc.Lrange

reserves of commercialbanks also increased from

US$ 380m at end of November 2001 to US$

461m at the end of November 2002. Foreign

exclange reserves held by the banking qrstem'

therefore, increased bv US$ l24m to US$

1,515m atthe end ofNovember 2002 ftom US$

1,391m at end of November 2001.
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Activity at the Nairobi Stock Exchange was mixed

in December 2007. Turnover in the equities

market improved but contracted in the bonds

market

Equities Market

Trading in the quarter to December 2002 closed

with improved perfiormance at the equities market

as reflected in the following market indicators:

The NSE share index increased by 17.3o/o

to close at 1367..85 in December 2002

from 1161.63 in November 2002 (Chart

t7).

CHART 17: t{SE 20 SHARE llll}EX (1966=tll0)
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Foreign Inrrcstors Board-

Trading at the counter was in foreign inflows

only, resulting in turnover of lGh 22.4m. There

were no forergn outflows and sales to foreigners

in December 2002.

The Bond Market

Trading at the secondary market for bonds

declinedbylch Z.7bnor68.1% to Ksh 1.3bn in
December 2002 from IGh 4.0bn in November

2007. This was due to a decline of lGh 2.5bn or
66.8Yo in secondary rrading of Government

securities in DecemberZ002from IGh 3.8bn in
November. The average yield on traded bonds

remained high and unchanged at Ll.OZo/o in
December 2002 reflecting the increase in the 91.

dayTreasurybillrate in the month.

a

a

a

a

Market capitalisation increased by Ksh

15bn or 16.30/o to Ksh 112.3bn in
December 2002 from Ksh 96.5bn in
November 2002.

The tumover ratio, that is the proportion

of the value of shares traded to market

capitalisation, increased marginally to
0.47o/o in December 2007 from 0.47o in
November 7002.

While the value of shares traded increased

by38.4o/oto IGh528m in December 2002,

the number of transactions declined by

26.0o/o to 1,908 in December 2002 from

2,579 in November resulting in 87.1%o

increase in the average value per transaction

to lGh 276,866.
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Introduction

Provisional data on economic performance for

the first ten monttrs of 2002 suggest that the

economycontinued to recover though at aslower

pace than earlier envisaged. Arrnualized real GDP

growth is estimated to have eased to 0.77o in

January to October 2002 from 0.9o/o in a similar

period in 2001 (lable 77 antd Chart 18). The

slowdown in economic recovery during the

clt^f,f tr REALGDPGRS{fIH R rES, tlta. 0cT08E8m2

a

t0e7 ies is9

&rrc..: Eooootlc lu.v.r rd Cdid 8of of faoyr

n0

4,0

10

2n

t.0

0.0

-t.0
2rEt' odlu-

'Ptuaffi
'^mff.*ni

TABLE 27: REAL GROSS DOIilESTIC PRODUCT At{D REI-ATED AGGREGATES

A, o res

1 From the Economic SurveY,2002.
2 Based on selected econom ic activities
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period reflected the low investor confidence
following uncertainties related to the general

elections and the delay in the restoration of
external financial support. It also reflected the
generally high cost of rransacting business in the
country mainly due to cormption and inefficient
infrastmcture particularly roads.

Agricrrlnrre

The perfiormance of major cash crops in the first
ten months of 2002 (Thble 28) was as follows:

The producdon of horticultural crops for
errports remained buoyant in the period,
growing bv 8.8% compared with 5.5o/o

increase in a similar period of 2001. As a

result, earnings from the crops increased to
US $314m from US g 239m in the period.
The increase in production is partly due to
farmers divesting out of less profitable
agricultural activities to horticulnrre.

a Coffee deliveries declined by20.4o/o in the
first ten months of 2002 compared with a
42.60/o decline in the same period of 2001.

The sustained decline in coffee output
reflects organisational management
problems in the sub.eector coupled with the
low intemational prices of the commodity.
The ongoing reforms in the sector are,

however, expected to reverse the trend.

Somr:
Arfofr

Manufacnrring

Therends in keryindicators in the manufacturing
sector were as follows:

a The consumption of elecmicity, a major
input in the sector, increased by 3.4o/o

compared with an increase of 10.4%o in a

similar period of 2001. The large increase
in 2001 reflected the restoration of normal
supply from rationing occasioned by
drought in 2000.

Exports of manufactured goods increased

by 5.60/o during the ftrst ten months of ZffiZ
compared with an increase of ll.7o/oo/o in
the same period of 2001. The increase in
manufactured exports followed the
reduction of restrictive trade policies in the
region and the United States. Among the

o

a

a

Sugarcane deliveries increased by 35.60/o

compared with a decline of 24.2o/o in the
same period in 2001. The increase in
production is attributed to the favourable

weather conditions in sugar cane growing
areas.

Ouput of tea, pyrethmm and sisal dedined
by 4.lo/o, 16.00/o and 3 .4o/o, respectively, in
the first ten months of Z@}compared with
32.2Yo,39.9% and 6.50/o increases in the
same period in 2001. The modest decline
in tea production followed the delay in the
long rains in major growing areas while
pyrethrum production was adversely
affected by management problems in the
industry.

a

I
Pyrcthirlm
S lral

Kenya 114rnr7ly Economic Review, January 2003 29



R l,.1l. .\ l'(. 1( ) ll

notable increases in manufacrured exporLs

during period were textiles and fabrics

which rose by ZOl"/o compared with an

increase of 1.7"/o in the first seven months

of 2001, largely due to access to the United

States market through the African Growth

and Opportunities Act (AGOA). Other

manufactured goods such a-s vegetable oils,

cemcnt and gah/anised sheets have benefited

from wider regional markets in the East

African CommuniryGAc) and COMESA

(Table 29).

a Imports of chemicals and related products

increased by 7.2o/o inthe first seven months

of 2OOZ compared with an increase of

18.0% in a similar period of 2001. However,

imports of other important inputs such as

cmde materials and minerals andlubricants

declined since the manufacturing sector

continued to operate below capacity.

TABLE 23: PROOUCTPI{ Of SELESIED tAilUrAClURES (%}

Sourtr: Crrfrl Bunru ol S'tddbt md faryr $terrArhorly

Building and Construction

ActMty in the building and constmction sector

accelerated in the first ten months of 7002.

Consumption of cement, the main input in the

sector, increased by 16.0% in the period under

review compared with an increase of.7.lo/o in a

similar period of 2001. The increase arose largely

from private sector building and consrruction

projects as public sector building and

construction works experienced a slowdown due

to budgetary consrrainrs.

Transporg Storage and Communications

The performance of key subsectors over the first

ten months of 2002 was mixed (Table 30):

Passengers through Jomo KenYatta

International Airport 0llA) increased by

?.17o compared with an increase of 14.70/"

in the first ten months of 2001.

a

a Cargo carried by the Kenya Railways

Corporation increased by l.7o/o during the

first ten months of 7007 compared with a

decline of 7.4o/o in a similar period of 2001.

a The consumption of petroleum fuels

increased W 1.4"/" in the first nine months

of TOOZ compared with a decline of l.7o/o

in the same period of 2001.

a Cargo handled through the Port of

Mombasa declined by 1.77o compared with

18.60/o increase in the first ten months of

2001.

TABLE 30: PERFORiI,.ICE IN MA,OR SU&SECTOIS (%)

Souro: Cnilrd Brmu of str0rdcr, lbnyr ponl Armlty, xoyr R.llmyt rtd
l(rnf PlpdhrCoqary
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a

a In the telecommunications sub-sector
subscriptions for mobile phones increased

to 1.3m in December 2002 compared with
0.95m inJuly 2002.

Throughput by the Kenya Pipeline
Company (KPC) declined by 2.60/o

compared witi an increase of 2.9o/o in a

similar period of 2001.

Trade, Restaurants and Hotels

As a result of the uncertainties related to the
general elections, the tourism sector slowed down
during the first ten monrhs of ZOOZ as follows:

Tourists arriving at Jomo Kenyatta
Intemational Airport (ICA) declined by

4.3o/" compared with an increase of l.Bo/o

in the same period in 2001.

Tourists arriving at Moi International
Airport, Mombasa (MLAM), however,
increased slighdy by L.6o/o in the first ten
months of 2002.

was partly attributed to a drop in interest income
and partlyto an increase in the provisions forbad
and doubtful debts during the review period,
which rose to lGh 5.9bn from Ksh 5.?bn in the
first ten month of 2001. Total ocpenses by the
sector, however, declined to Ksh 42.6bn from
IGh 44.6bn in the same period in the previous
year.

Economic Prospects in 2OO3

The economy is o<pected to pick up and grow by
7.5o/o in real terrns in 2003 from the projected
0.8o/o in 2002. The momentum is expected to
arise from the renewed confidence in the
economyafter the peaceful elections and change
of Government, the expected reduction of
transactions costs by businesses following the
renewed commitment by the Government to
enhance the fight against corruption and
implement key reforms in various sectors of the
economy, and the likely resumption of donor
support in 2003.

In addition, the economy is expected to benefit
from increased trade within COMESA and the
East African Communiry, particularly in
manufacrured products. Under the AGOA
arrangement, Kenya is also likely to e:(port more
products to the US market, including textiles,
handicrafts, fresh fruit and flowers, leather and
leather products.

o

a

a Tourism eamings in the sectordeclined to
US $ 199m in the first eleven months of
2002 comparcdwith US $ 243m in a similar
period in 2001.

Financid Sendces

Banking sector instinrdons' pretu( profits during
the first ten monttrs of 2OOZ declined to Ksh
T.}bncompared with Ksh 9.0bn during the same
period in 2001. The decline in the profitability
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Bnlnxce Sussr oF THE CENrnnl Bnrux or Kstwn

(Amounts in IGh Millions)

Nov.
2001

Nov.
2002 M ovement

145,267

78,605

2,716

1,514

39,636

150,580

83,256

4,865

1,350

40,656
1 ,130

488
2,121

36,917

1,726

287

798

17,642
17,642

5,313

4,651

2,149

-164

1,020

1 ,130
-263

153

0

-177

-2

220

-2,384
-1,000
-1,384

ASSETS

Foreign Exchange

Advances and Discounts to Banks

lnvestme nt i n Government Securities

Government Accounts

Overdraft to Government of KenYa

Clearing Account

IMF funds onlent to Government

Non-i nterest Bea ring Government Debt

Debtors

Retirement Benefits

Property and EquiPment

Other Assets
Revaluation Account

Times Tower

LIAB!LITIES

C urrency in C irculation

Repo Securities

Deposits
Government of KenYa

CommercialBanks
Kenya

External

Non -bank Financial lnstitutions

IMF

Other Public Entities and Project A/Cs

Other Liabilities and Provisions

Capitaland Reserves

CaPital
GeneralReserve Fund

Period's SurPlus

751

1,968

36,917

1,903

289

578

20,026
18,642

1,384

145,267 150,580

49,228

18,885

69,936
27,193

24,245
27

420
9,982
8,069

6,786
1,500
4,248
'1,038

56,400

14,730

65,094
22,580

23,979
20

233
9,267
9,015

12,842
1,500
7,952

3 390

5,313

7,172

-4,155

-4,842
-4,613

-266
-7

-187

-715

946

1,082

6,056
0

3,704

2 352

432 1,514

Source: Central Bankof KenYa
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The following changes occurred in items of the

balance sheet of the Central Bank between

Norrcmber 2001 and Norrcmber 2002:

Assets

Forergn exchange increased by Ksh 4,651m to

IGh 83,256m from IGh 78,605m mainly due to

purdrases of foreign orcha4ge from the interbank

markee

Depoeits decreased by IGh 4,842m to Ksh

65,094m due to a decrease in deposits of the

Gorremment of KenyahKrh 4,613m. Similarly,

deposits of IMF and non-bank financial
institutions declined by IGh 715m and IGh

187m, respectirrcly. Deposits of other public

entities, horrever, rose by lGh 946m.

Other liabilities and provisions increased by

IGh 1,082m to IGh 1,514m.

Advances and diccountg to commercial banks

increased h Krh 2,149m to Ksh 4,865m.

Crorrcmment accounts increased h Krh 1,020m

to IGh 40,656m in November 2002, mainly on

account of increased utilization of overdraft by

Government of lGnl'a h Ksh 1,130m.

Other assets, comprising raraluation account and

Times Tower, decreased by K"h 2,384m to XGh

17,642m.

Liabilities

C\rrrency in cirrulation increased by lGh 7,172m

to XGh 56,400m from IGh 49,228m.

The stock of repo securities decreased by lGh

4,155m to lGh 14,730m.

Capital and reserves increased by IGh 6,056m

to Ksh 12,842m in the year to Norrcmber 2002

dueto IGh 3,?0,1m increase inthe generalreserrrc

fund and Ksh2,352m increase in the period's

surplus.
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