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Telephone:

Ref: MLD/

Michael R.
Clerk of the
Parliament
NAIROBI

Dear CL--(
Attached find the published lega

and payments in regard to i

Directorate of Veterinary Services

The objective of fees is to support
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MINISTRY OF AGRTCULTURE, LTVESTOCK, FISHERIES AIiID
CO.OPERATIVES

KILIMO HOUSE
CATHEDRAL ROAD

P.O. BOX 30028-OO100
NAIROBI.

11th January, 2o22

ON/rl- ASSEM[ii'r
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1 2 JAN 2022

DEPUTY CLERK

P O. llox 41M2- 00100, NAltlOBl

RE: GAZETTMENT OF VETERINARY CERTIFICATION FEES AND PAYMENTS

I notice on review rinary certification fees

?
ucts charged by the

ENYA
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provided by the Directorate of

Veterinary Services in the country by providing funds for the development and

delivery of veterinary services. The Director of Veterinary Seruices is mandated by

section 15 of the Animal Diseases Act (CAP 364), to set or amend the fees and
payments.

The last review of fees and charges was done more than 20 years ago through the

Legal Notice 97 of 1998, hence the need to adjust the charges. This will improve

the effectiveness and efficiency of the delivery of veterinary seruices with resultant

improvement of livelihood and povefi alleviation.

Stakeholder consultation was conducted during the development of the legal noti

and comments from the Solicitor General office have been considered.
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The purpose of this letter therefore is to request for your concurrence and approval
of the enclosed Legal Notice No. 266 in accordance to the Animal Disease Act (Cap.

364) and statutory instruments Act, 2013. :

Also attached is a report confirming stakeholders'participation.

Yours S
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SPECIAL ISSUE

Kenya Gazette Supplement No. 237

2051

3lst December,202l

(Legislative Supplement No. 107)

Lpcal- NoflcE No. 266

THE ANIMAL DISEASES ACT

(Cap. 364)

FEES AND PAYMENTS

IN EXERCISE of the powers conferred by section l5 of the Animal Diseases Act,
the Director of Veterinary Services amends the Fees and Payments prescribed under the
said section by deleting parts l(b) and 1(d) ofthe First Schedule and substituting therefor
the parts set out in the Schedule. L.N, No. 166 of 2021is revoked.

SCHEDULE
(b) Import permits KSh.

Meat and meat products per consignment 3,000

Milk and milk products per consignment 3,000

Animal feeds and feedstuff per consignment 3,000

Honey and other apiary products per consignment 3,000

Eggs and egg products per consignment 3,000

Cattle for breeding per head 500

Cattle for slaughter (trade) per head 20

Horse per head 1000

Camel for breeding per head 350

Camel for slaughter (trade) each 50

Sheep, goats for slaughter (trade) each 10

Sheep, goats for breeding each 300

Rabbits for breeding per consignment 500

Other species for breeding each 400

Pigs for breeding each 200

Pigs for slaughter (trade) each 15

Parent stock, grandparent stock each chick 50

Other day old chicks, poults, ducklings each 50

Hatching eggs each 50

Ostrich or breeding each 100

Ostrich for slaughter each 50

Ostrich egg for hatching each 100

Semen each dose 20

Embryo each 200

Fish per consignment 1,000

Parrots per consignment 300

Other ornamental birds l-10 300



2052 Kenya $u6ti4iary Legislation, 202 I

O'r,er 100 each

Dogs and cats each

lmport permits for all pets (dogs, cats, etc.) issued at embassies

each

(d) Permils and ltealth cerlificates for anintals
Meat and meat products per consigl'lment

Milk and milk products per consignment

Anirnal feeds and feedstuff per consignment

Honey and other apiary products per consignn.rent

Egg and eggs product per consignment

Products for export (horns, hooves, bones, fish) excluding
laboratory tests per consignment

Export health certificate for wool per consignment

Export lrealth certificate for skins of wild anirnals pcr

consignment

Export certificate for ostrich skins per piece

Export certificate for semetr per dose

Export certificate for en.rbryo each

Export and inrport ofdlunrs nrade ofhides/skins l-100 pieces

Over 100 pieces

Made on the 27th Noverrrber, 202 I .

30

500

US$ 50

KSh.

2,000

2,000

2,000

2,000

2,000

r,000

500

2,000

50

5

200
r,000

2,000

OBADIAI-I N. NJAGI,
D it' e c I o r of Veler i n ct 11, Se rv i ces

LEGAI- Norrcri No. 267

THE NUTRITIONISTS AND DIETICIANS ACT

(No.8 of2001)

IN EXERCISE of the powers conferred by section 38(e) of the
Nutritionists and Dieticians Act, 2007, the Nutritionists and Dieticians
Council, in consultation with the Cabinet Secretary for Health makes
the fol lowing Regulations-

THE NUTRITIONISTS AND DIETICIANS (ENTRY
REQUIREMENTSXTRAINING INSTITUTIONS XAMENDMENT)

REGULATIONS, 2O2I

l. These Regulations may be cited as the Nutritionists and citation

Dieticians (Entry Requirements) (Training Institutions) (Amendment)
Regulations, 2021.

2. The Schedule 10 the Nutritionists and Dieticians (Entry L.N.2l51201e

Requirements) (Training Institutions) Regulations, 2019, in these
Regulations referred to as the "principal regulations" is amended -

(a) In part A by inserting the following new paragraph
immediately after paragraph (b) -
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Kenya Subsidiary Le gislation, 202 I 2053

(b)

(a) Pass in I(NDI upgrade examination for English,
Human Biology, Basic Chemistry and Basic
Mathematics.

11 Rart B by inserting the following new paragraph
immediately after paragraph (b) 

-
(a) Pass in KNDI upgrade examination for English,

Human Biology, Basic Chemistry and Basic
Mathematics.

(c) In part C by inserting the following new paragraph
immediately after paragraph (b) -
(a) Pass in KNDI upgrade examination for English,

Human Biology, Basic Chemistry and Basic
Mathematics.

Made on the 3rd December, 2021.
EVAYLINE M. NKIRIGACHA,

Chairperson,
Kenya Nutritionists and Dieticians Council.

DR. DAVID OMONDI OKEYO,
Chief Executive Oficer,

Kenya Nutritionist and Dieticians Institute.

PRINTED AND PI.]BLISHED BY THE GOVERNMENT PRINTER, NAIROBI
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Kenya Gazette Supplement No. 237

2051

3lst December,202I

(Legislative Supplement No. 107)

Lrcar. NorrcE No. 266

THE ANIMAL DISEASES ACT

(Cap 36a)

FEES AND PAYMENTS

IN EXERCISE of the powers conferred by section l5 of the Animal Diseases Act,
the Director of Veterinary Services amends the Fees and Payments prescribed under the
said section by deleting parts l(b) and l(d) ofthe First Schedule and substituting therefor
the parts set out in the Schedule. L.N. No. 166 of 2021 is revoked.

SCHEDULE
(b) Import permits KSh.

Meat and meat products per consignment 3,000

Milk and milk products per consignment 3,000

Anirnal feeds and feedstuff per consignment 3,000

Honey and other apiary products per consignment 3,000

Eggs and egg products per consignment 3,000

Cattle for breeding per head 500

Cattle for slaughter (trade) per head 20

Horse per head 1000

Camel for breeding per head 350

Camel for slaughter (trade) each 50

Sheep, goats for slaughter (trade) each 10

Sheep, goats for breeding each 300

Rabbits for breeding per consignment 500

Other species for breeding each 400

Pigs for breeding each 200

Pigs for slaughter (trade) each 15

Parent stock, grandparent stock each chick 50

Other day old chicks, poults, ducklings each 50

Hatching eggs each 50

Ostrich or breeding each 100

Ostrich for slaughter each 50

Ostrich egg for hatching each 100

Semen each dose 20

Embryo each 200

Fish per consignment 1,000

Parrots per consignment 300

Other ornamental birds l-10 300
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Over 100 each

Dogs and cats each

lmport permits for all pets (dogs, cats, etc.) issued at embassies

each

(d) Permits and ltealth cerlificates for anintals
Meat and rneat products per consignment

Milk and rnilk products per consignnrent

Anirnal feeds and feedstuff per consignment

Honey and other apiary products per consignment

Egg and eggs product per consignment

Products for export (horns, hooves, bones, fish) excluding
laboratory tests per consignment

Export health certificate for wool per consignment

Export health certificate for skins of wild animals per

consignment

Export certificate for ostrich skins per piece

Export certificate for semen per dose

Export certificate for embryo each

Export and inrport of drums made of hides/skins I - 100 pieces

Over 100 pieces

Made on the 27th November, 2021 .

2,000

50

5

200
r,000

2,000

OBADIAH N. N.IAG],
Director of Veterinary Services.

30

s00

US$ 50

KSh,

2,000

2,000

2,000

2,000

2,000

l,000

s00

LEGAL NoTICI' No. 267

THE NUTRITIONISTS AND DIETICIANS ACT

(No.8 of 2007)

IN EXERCISE of the powers conferred by section 38(e) ol-the
Nutritionists and Dieticians Act, 2007, the Nutritionists and Dieticians
Council, in consultation with the Cabinet Secretary for Health rnakes
the fol lowing Regulations-

THE NUTRITIONISTS AND DIETICIANS (ENTRY
REQU IREMENTS XTRABi}i:+ISJfUTION S)(AM ENDM ENT)

l. These Regulations may be cited as the Nutritionists and citation'

Dieticians (Entry Requirements) (Training Institutions) (Amendment)
Regulations, 2021.

2. The Schedule to the Nutritionists and Dieticians (Entry L'N 2r5l20re

Requirernents) (Training Institutions) Regulations, 2019, in these
Regulations referred to as the "principal regulations" is amended -

(a) In part A by inserting the following new paragraph
immediately after paragraph (b) -
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Preamble

The Directorate of Veterinary Services wish to review veterinary certification fees and

payments in regard to import/export of livestock products and animal feeds ingredients

charged by the Directorate of Veterinary Services.

The objective of fees is to support the services provided by the Directorate of Veterinary

Services in the country by providing funds for the development and delivery of veterinary

services. The Director of Veterinary Services is empowered by section 15 of the Animal
Diseases Act (CAP 364), to set or amend the fees and payments.

The last review of fees and charges was done more than 20 years ago through the LN 97 of
1998, hence the need to adjust the charges. This will improve the effectiveness and

efficiency of the delivery of veterinary services with resultant improvement of livelihood and

poverty alleviation.

Stakeholder consultation was conducted during the development of the legal notice and

comments from the Ministry's legal office have been considered.

1. Background information

Provision of the delivery of veterinary services is provided in the Fourth Schedule of
Constitution of Kenya. It aligns developments in the animal resource industry to the

Constitution as well as the Kenya Vision 2030, Big 4 agenda specifically food and

nutritional security and the international animal health laws, treaties, agreements and

conventions ratified by Kenya. The overarching treaty is the World Trade Organization

agreement particularly the agreement on the Application of Sanitary and Phyto Sanitary

measures which Kenya ratified on 23rd December 1994 and came into effect on lst
January 1995.

The Animal Disease Act Cap 364 -This Act of Parliament to provide for matters relating

to the diseases of animals (Act No. 4 of 1965, L.N.l06/1965, Act No. 5 of 2007, Act No.

12 of 2012). Section 15, empowers the Director of Veterinary Services to prescribe fees

and charges as follows:-

(a) The fees and payments for drugs and vaccines supplied by the Director;

(b) Fees for the examination of animals carried out under this Act;

(c) Fees and payments for feeding and stalling of animals detained in quarantine;

(d) Fees and payments in connection with any services rendered under this Act; and

(e) Fees and payments in connection with any matter under this Act.

Section 8 empowers Director by notice in the Gazette, prohibit for such time as he thinks

necessary, or regulate, the importation or the exportation of all animals or any specified

kinds of animals, or of carcasses, meat, hides, skins, hair, wool, litter, dung, live viruses

capable of setting up infections in animals, sera, vaccines and other biological or

1
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chemical products'intended to be used for the control of animal disease, or fodder, from
any specified country, port or territory.

The fees and charges will enable the Director to offer the veterinary services

Justification

In sufficient public expenditure in animal health as noted in 600/o of 108 OIE members,
results in poor delivery of veterinary services. Animal diseases are responsible for annual
losses of over 4 billion dollars in sub Saharan Africa amounting to a quarter of total of
livestock production in the region.

The Director of Veterinary Services is charged with the following responsibilities which
are significant in the economic growth of the country

i. Protection of the country from entry and establishment of animal disease and
pest

through development of strategies for the eradication of animal diseases including
disease-free zoning and compartmentalization in line with the Kenya Vision 2030
and other national and regional priorities, development and review of breeding
programmes for animals including cattle, sheep, goats, camels, poultry, bees, pigs,
donkeys, aquatic animals and farmed wildlife;. Infectious and contagious diseases
that spread fast while causing heavy economic losses require prompt attention.
These diseases are notifiable and include Foot and Mouth Disease, Contagious
Bovine Pleuro-Pneumonia, African Swine Fever, New Castle Disease and Peste
des Petits Ruminants with negative impact of livestock and livestock products
trade, food security and food safety.

ll Promotion of animal welfare through regulation of animal welfare basing the
lneasures on national guidelines and international standards to safeguard trade.

Trade facilitation through import and export certification of livestock, livestock
products and livestock by products, formulation of national livestock policies,
standards and guidelines.

tv. Protection of human health through development of suitable protocols for total
quality assurance of all food types of animal origin, regulation of food safety and
food defence, capacity development for compliance with sanitary measures and
quality assurance at all levels in animal value chains.

capacity development of the counties through training, provision of
guidelines, Standard operating Procedure, technical backstopping and
information sharing.

llt

The fees and charges are collected and utilized through Veterinary Services Development
Fund which was created through the Exchequer and Audit Act Cap 4l2,Legal Notice No.
109 of 27thMay 1996. The objective of VSDF is to support the services provided by the
Director in the country by providing funds for the development and delivery of veterinary

2



services. Since the review offees and charges was done about 20 years ago, there is need to

adjust the charges to align to the current economic status in the country. This will improve

the effectiveness and efficiency of the delivery of veterinary services with resultant

improvement of livelihood and poverty alleviation. The fees and charges were last revised

through the LN 97 of 1998.

Budgetary Requirement and Resource Allocation

Veterinary diagnostic services are the main consumers of veterinary allocation. In the FY

2017118, the allocation was Kshs.3lmillion to analyze 80,000 samples as per laboratory

business plan, against the budget requirement of 90 million resulting in a budget deficit of
Kshs.59 million.

a. Statement on proof and demonstration that sufficient public consultation was

conducted

Internal consultation by the Directorate of Veterinary Services was held to identifii the

various fees and charges for provision of various services, which required to be reviewed.

During this period, the relevant stakeholders were identified for the involvement in the public

consultation

b. A brief statement of all the consultations undertaken before the Regulations
were made

There was stakeholder consultation during the development of the legal notice with

stakeholders derived from the livestock industry (Annex ). The stakeholders were drawn from

the following areas of livestock production chain: -

o Livestock keepers.

o Livestocktransporters
o Slaughterhousesproprietors
. Milk and meat exporters and exporters
o Honey and hive products importers and exporters
o Animal feeds and inputs importers
. Public and private animal health service providers

All the stakeholders were in agreement that this review of fees and charges need to be

conducted, to enable the Directorate of Veterinary Services to offer the services for the

growth of livestock industry, assurance of safety of foods of animal origin, assurance of
animal feed and feed input safety, promotion of domestic and international trade in livestock

and livestock products. In addition, the stakeholders were of the opinion that the review of
fees and charges by the Directorate of Veterinary Services should be undertaken regularly in

line with the changing economic situation.

c. Brief statement of the way consultation was done

During the internal consultation, fees and charges proposals were considered in line with the

veterinary services being a public good bearing in mind that the last fees and charges review

was done in 1998. Other factors considered were the inflation, efficiency of the Directorate of

3



veterinary Services delivery, the need to align the charges with the trading partners such as
East Africa Community countries

Stakeholder consultation was conducted during the development of the legal notice with
stakeholders derived from the industry. The consultative workshop was held at Agriculture
Resource Information Centre- Kabete Nairobi.

d. An outline of the results of the consultation

The current import/export charges are Kshs 1,000.00 per consignment. Most consignment are
truckloads.

The results of the consultation were that the fees and charges to be reviewed as follows: -
(a) Import permit Kshs.

Meat and meat products per consignment..........
Milk and milk products per consignment..........
Animal feeds and feedstuff per consignment.
Honey and other apiary products per consignment..........
Egg and eggs products per consignment

(b) Permits and health certificates for animals
Meat and meat products per consignment.......... ....
Milk and milk products per consignment.......... .....
Animal feeds and feedstuff per consignment..........
Honey and other apiary products per consignment..
Egg and egg products per consignment ....

3,000.00

3,000.00

3,000.00

3,000.00

3,000.00

Kshs.

2,000.00

2,000.00

2,000.00

2,000.00

2,000.00

e. Brief explanation of any changes to the legislation as a result of the consultation.

The legal notice will change the fees and charges as fbllows:

Import permit

Item Current charge Proposed charge

I Meat and meat
consignment

products per Kshs 1,000 Kshs 3,000

2 Milk and milk
consignment

products per Kshs 1,000 Kshs 3,000

a
-t Animal feeds and feedstuff per

consignment
Kshs 1,000 Kshs 3,000

4 Honey and other apiary products per
consignment

Kshs 1,000 Kshs 3,000

5 Egg and eggs

consignment
products per Kshs 1,000 Kshs 3,000

4
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Permits and health certi/icatesfor animals

The rest of the charges and fees in the published legal notice Annex ) remains uncharged

How the increase in fees and charges affect the livestock industry stakeholders:

o The Directorate of Veterinary Services will have improved service delivery to the
stakeholders efficiently and effectively.

' Improvement surveillance of emerging and re-emerging livestock and zoonotic
disease such as Rift Valley Fever, Anthrax, Brucellosis, Corvid 19, Food and Mouth
Disease, Pestes de petit Ruminants.

t Improvement of human health and safety through control of zoonotic diseaseso Increased food security through protection of animal resourceso Increased safety of foods of animal origin
o Better quality livestock, livestock products and livestock by products.o Access to international markets of livestock, livestock products and livestock byproducts
o Protect the country against entry, establishment and spread of animal disease and

pests.

. Improved livelihood of the livestock value chain actors.t 'Enhanced contribution of the livestock industry to the Gross Domestic product

5

Item Current charge Proposed charge

I Meat and meat
consignment

products per Kshs 1,000 Kshs 2,000

2 Milk and milk
consignment

products per Kshs 1,000 Kshs 2,000

., Animal feeds and
corisignment

feedstuff per Kshs 1,000 Kshs 2,000

4 and other apiary products perHoney
consrgnment

Kshs 1,000 Kshs 2,000

5 Egg and eggs products per
consrgnment

Kshs 1,000 Kshs 2,000
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MINUTBS OF MEETING HELD
INFORMATION AND RESOURCE
VETERINARY CHARGES AND FEES

ON I7I7I2OI8 AT THE AGRICULTURAL
CENTRE (AIRC), NAIROBI TO REVIEW

In attendance

See attached list

MIN/01/01/018 INTRODUCTION AND WELCOME REMARKS

Meeting started at 9.30 a.m with a word of prayer by Dr. Ole Saroiyo. The participants were then

asked to do self-introduction. This was followed by opening remarks by Dr Ayole who informed

the meeting the participants are representing the stakeholders from the following segment in the

Iivestock sector:

o Meat exporters
o Livestock traders

. Milk processors

. Slaughter houses proprietors
o Honey processors

. Feed processors

r Veterinary medicine dealers

o Privateveterinarians
o Directorate of Veterinary staff
o Meat processors

Dr Ayore then asked the participants to contribute freely to the discussion and way forward as

they are critical in the success of the efficient service delivery by Directorate of Veterinary
Services.

MIN/02/01/018 OPENING ADRESS

Dr Mbatha gave opening address on behalf of the Director of Veterinary Services. He

highlighted that;

. Increasing the fees would benefit all stakeholders. This would be attributed to the

increased and improved services to the general public and to the'livestock product

business community. l

. The livestock segment of the President's 'Big Four Agenda' would be better funded' 
through increased Veterinary Services Development Fund(VSDF) charges.

. The World Trade Organization guideline required that the fees prescribed should be

commensurate to the service delivered.
. The purpose of the day's meeting was to consult all stakeholders and be in agreement as

pertains the suggested new charges.

After official opening of the meeting, Dr Mwaniki presented a brief overview of the services

offered by the Directorate of Veterinary Services
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MIN/03/01/018 CURRENT AND PROPOSED VETERINARY CHARGES AND FEES

An overview of the current and new (proposed) charges was presented by Dr Mung'athia. He

also highlighted that the current charges were last reviewed in i998 thus there was a need for a

second review to reflect the current economic situation in the country. He gave justification of
the need to review the charges as follows;

. Owing to the existence of the VSDF revolving funds, the budgetary allocation fi'om the

National Treasury is very small leading to inadequate funds for running the Directorate.

o Increased fees would enable training of more staff and industry players on matters of
food safety and risk assessment.

r Cost of printing permits and sanitary documents had increased'

. The food certification process involves sample collection which requires staffing and

laboratory infrastructure.
. VSDF collects 5Omillion shillings from the previous l00million before devolution. The

DVS' budget for the 2017-2018 financial year was T0million thus there was a budgetary

deficit to fund activities.

Plenary discussion

o As a further justification for the need to raise the fees, a stakeholder in the plenary

indicated that Kenya has the lowest regional benchmarks in the East African
Comrnunity(EAC).

o A stakeholder suggested that the DVS should look into other services that it could charge

fees for such as bee and bee colony movement perrnits; and bee product sanitary

documents. This is so as to expand its fee collection base.DrMuthuma said that the DVS
has already taken this in consideration from the proposed charges as presented.

Dr. Mbatha explained the budget-making process in the government system indicating that it had

four stages, namely;

o planning

' APProval
o Implementation
. Monitoring and Evaluation (Oversight and Audit)

He assured the participants that all funds received by DVS is spent as per the public financial

guidelines

Various fees that have been previously charged by the national government for varying services

were displayed, alongside the proposed new fees.

There are also new proposed charges that were not being charged. For exarnpleapplication to

construct a slaughterhouse and inspection of imported goods at the port of entry.
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The proposed new charges were for both for services offered in Veterinary Public Health
andDisease Control sections.

MINiO4/O 1/01 8 DISCUSSION

There followed a plenary discussion where members gave their views as follows:-

. It was proposed that other than increasing the charges the DVS should also net those who
are no paying or remitting the revenue to increase the charges.

o The stakeholders were informed that the county goverrunents had already increased the

service charges immediately devolution was incepted.
. However, for the national government the charges are aimed at improving the services

offered other than revenue collection.
. There are existing forums for continuous consultation between the count and the national

government to ensure there is uniformity in charges and service delivery.
. The national government is the one charged with making standards and capacity building

for the county government.

Some stakeholders suggested that instead of doubling the service e charges, the increase

to be staggered over a period.
. The DVS was requested to check on movement of bee colonies especially with the threat

of foreign bee diseases.

. There were also concerns that some clients had their products sampled at the ports of
entry but they are not given laboratory results. The DVS encouraged them to report any

issues they encountered to enhance transparency and better service
. Members also suggested that going forward, the government should review the charges

more often rather than waiting for twenty years.

. Stakeholders from the pharmaceutical industries were made to understand that even with
formation of Veterinary Medicines Directorate the DVS will still have some residual

roles.in the regulations of veterinary medicines like approval of import
. Members were reminded on the using of the online Kentradesystem, the Kenya trade

portal and how they will soon be using the E-citizen portal.
o It was also clarified that the DVS is the only one who issues the import and export

permits and the embassies role is to give information on the requirements on import and

export trade with Kenya.

MIN/05/01/0I.8 WAY FORWARD AND CONCLUSION

After lengthy discussion, the participants were in agreement that the Directorate of Veterinary
Services offers crucial the livestock industry and with the constraints the DVS faces due to low
funding, it is difficult to offer qu-ality services. The members unanimously afireed on the charges

as proposed by DVS and therefore the process should be moved to the next level of issuing of
relevant Legal Notices for the new fees and charges to take legal effect.

There being no other business, the meeting ended at 1.30 p.m
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PREAMBLE

The status of Kenya Economy Report is a pubticalgn b.v Macroeconomic planning and lntemational

cooperation Directorate of the state oepartmlni oietrnnii',g, the Nationar rreasury and Planning' The

Report provides . ,.rir* oi the country's economic performance (annuar and quarterly GDP), sectoral

performance, fiscal ,nJ mon.trry policies, b*kiil ;d financial sectgr' and. economic outlook (global'

regionar and Kenya). in. ...rvris or variousLconoi.,i. variabres guides in making recommendations in the

report.

The Report is prepared by the Macro Working Group (Mryg) through regular consultative meetings' MWG

comprises of represent.tir.i trorn state o.p"artm.ntLr eranning,in. ri.tional.Treasury, central Bank of

Kenya (cBK), Kenya n*.nr"nrthority 6R[t!.;yl Nationar giieau of statistics (KNBS), Kenya lnstitute

for pubric po[cy Reser"n ,.0 Anarysls'(KrpiiRAl,'Cor*ission on Revenue Allocation, and controller of

Budget. consuttation;[ii ;[;nt utiniriri.r, oirilrt*.nts and Agencies (MDAs)with regards to sourcing

of dita and necessary information are undertaken'

The report is enriched by the most recent data provided by the following institutions:

The National Treasury and KRA - Fiscal data

central Bank of Kenya (cBK)- Balance of Payments and Financial and Banking sector

Kenya National Bureau of statistics (KNBS) - Annual and quarterly GDP and sectoral data

Kenya lnstitute for Public Policy Research and Analysis (KIPPRA) - Forecasts of

macroeconomic indicators based on xtppnn-Treasury Macroeconomic Model (KTMM)

controller of Budget and cRA- County Expenditures and own source Revenue

rnternationar Monetary Fund (rMF) - Grobar and Regionar Economic Trends and projections.

The Report acts as a briefing note to the cabinet secretaries, principar secretaries and other senior

Govemment officers to inform policy. lt arso acts as reference document during Economic Review Missions

and meetings with development partners'

l.

il.

iii,

iv.

V.

vi.

2



1.0 ECONOMICPERFORMANCE

Real Gross Domestic product (GDp) is estimated to have contracted by 0.3 per cent in'2020 compared to a

growth of 5.0 per cent in 201g, The economy recorded a groMh of 0,7 per cent in the first quarter of 2021

compared to 4.4 per cent reqorded in the flrst quarter of 2020.The low grovuth in first quarter ol2021was as

a result of severe effect of CoVID-1g on economic activities as compared to first quarter o12020. During the

second quarter of 2021, the economy grew by 10.1 per cent compared to a contraction of 4.7 per cent

recorded in a similar period of Z}2O.The signiflcant recovery in the second quarter was mainly on account

of lifting and easing of some of the containment measures that consequently enabled gradual resumption of

ecgnomic activity. Figure 1 shows the quarterly GDP for the first and second quarters for the period 2018-

2021.

Figure 1: GDP Grov,rth Rates for First and second Quarters, 2018'2021

Growth (o/o)
12.O

1(,.o

8.O

5.O

4-O

2.O

o.o

-2.O

-4.O

-6.O

1().4

s.2
6.O

Q2

4.8
5.9

Q2

4.4

ffi ffi o.7
M

QLQr. Q2
Qa Qr.

2020 202L

-4.7

2()14 2019

Source: KNBS QuarterlY GDP RePort

Some of the sectors that supported overall growth in the second quarter included Manufacturing (9.6%),

Education (67.6%), Tiansportation and storage (16.9%), lnformation and communication (25.2Y0) and other

Services Activities (zo.Z%r). performance of the agricultural sector, which is the mainstay of the Kenyan

economy was dismal (-0.5%) in the first half of 2021 asa result of dry weather conditions that greatly affected

agricultural output and somewhat curtailed overall growth during the period' 
:'

The economy benefitted from the gradual reopening of the global economy that saw a surge in the:d'bmand

of goods and services.especially in tne hospitality.sbctor. ln addition, the improved performance was driven

by"resumption of schooiing activities,'which wer,e largely subdued forthe better part of 2020, Dyring the

period, vaccination of significant proportion of th'e population in developed economies.coupled with improved

availability of vaccines in the developing world supported ecbnomic groMh in the second quarter of 2021'
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2.0 ANALYSIS OF ECONOMIC PERFORMANCE BY SECTOR

2.1 Agriculture

The agricurturar sector contracted by 0.g per cent in the second quarter of 202l compared to a growth of 4'9

per cent in a simirar period or 2020 mainry attributed to unfavourabre weather conditions. The secto/s

performance was cushioned from a steeper srump by a notabre increase in mirk production, horticultural

exports and production of sugarcane. Noteworthy, the significant growth in vorumes and values of horticultural

exportsin202lwasasaresultofarecovery'fromthedisrhalPgl'folan3e':192:mainlyattrlbutedto
increased demand from key destination markets which fully reopened following 2020 covid-19 lockdowns'

Tabre 1a shows production of serected agricurturar output for 2020 and 2o2l lorthe period January to october

except for tea where the data availabre is for the period January to August 2021. The vorume of cut flower,

fruit and vegetabre exports grew by 40.4, 14.3 and 35.3 per cent, respectivery during the 10 months o12021

due to increased demand from Kenya,s export markets. Simirarry, milk intake increased by 20'9 per cent from

555.g milion ritres in 2020 to 672.1 mi[ion ritres in 2021. However, tea production dropped by 9"1 per cent from

3T6.TthousandMetricTonnes(MT)in2020to342.4thousandMTin2021'

As shown in Tabre 1b, the varue of tea exports decrined by 3,1 per cent, while that of coffee and horticultural

produce increased by 17.6 and 2.7 per cent, respectivery. The price of coffee at the auction increased from

$3.g4perkginthefirstl0monthsof2O2Oto$5.T2perkginthesameperiodol2O2l.Thesurgeinprices
was attributed to low production in Brazil which is the world largest producer of coffee occasioned by

unfavorabre weather condition resurting to higher prices, on the other hand, the price of tea decreased to $

1.g5 per kg for the period between January a-no nugust 2021 from g z.zo per kg in a similar period in 2020'

Table 1a: of Main Production: 0

Period 2020 2021 Growth rate

Tea production

Coffee sales

Cut flowers ExPorts

Fruit ExPorts

Vegetable ExPorts

Sugarcane

Milk lntake

Deliveries
Litres)

January-August
January-October
January-October
January-October
January-October
January-October
J

376.7

21.4

120.0

93.9

49.8
5,831.6

555.9

342.4

21,8

168.5

107.3

67.4

6,304.4

672.1

-9,1

1.8

40.4
14.3

35.3

8.1

20.9

Source: KNBS Leading Economic lndicators

Table 1 b: Value of Main Agricultural Exports: (Kshs billion)
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Grovvth rate (%)2021'Jan.Oct2020-Jan.OctCrop
-3.1

17.6

2.7

105.9

22.5

132.3

109.3
19.1

128.8

Tea

Coffee

Horticulture
Source: KNBS Leading Econ omic lndicators
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2.2 Manufacturing

The sector expanded by g.6 per cent in the second quarter of 2021compared to a contraction of 4,7 per cent

in the corresponding quarter ot2O2O,The recovery of the sector was mainly driven by vibrant activities in the

manufacture of food products which recorded impressive performance. Manufacture of sugar increased by

21,0 per cent in the first half of the year to 361,214 Metric Tonnes (MT) from 298,435 MT in a similar period

in2020. Manufacture of soft drinks grew by 16,8 per cent from 216,916 thousand litres in 2020t0 253,406

thousand litres forthe period between January and May of 2021Jhe secto/s groMh was also bUoyed by

improved performance in dairy processing as reflected by a substantial increase in milk intake by processors.

ln the non-food products category, growth was supported by manufacture of cement and galvanized sheets.

The volume of cement produced during the 9 monthsol202l expanded by 26.7 per cent compared to a

gro6h of 19.0 per cent in a similar period of 2020.The quantity of galvanized sheets produced increased by

g,7 per cent in the first half of 2021 compared to a contraction of 19.8 per cent during the same period in

2020.

2.3 Electricity Supply

The electricity supply grew by 6.8 per cent in the second quarter ol202l compared to a contraction of 7,3

per cent in the second quarter of 2020. The rebound was mainly attributed to increased electricity

consumption after the easing of COVID-19 restrictions. Total electricity generation for the period between

January and October 2021 increased by 6.6 per cent to 10,087.0 million Kilowatt-hour (K\tVh), The share oJ

electricity generated from wind, thermal and solar increased to 16.4, 9.5 and 1.2 per cent, respectively, in

2021 compared to 1 1.1, 6,5 and 0.8 per cent, respectively in 2020. On the other hand, the share of electricity

generated from geothermal and hydro declin edlo 42.7 and 30.2 per cent, in202l compared to 45.1 and 36.5

per cent, respectively, in 2020, Electricity generation from geothermal increased by a paltry 0.9 per cent from

4,27O.smillionKWhin 2020to4,310.7 millionKWhin202l,Generationof electricityfromwindexpandedby

Sg.1 per cent to 1,657 ,7 million KWh in 2021 fron 1,048.5 million KWh. Electricity generation from thermal

sources increased from 618.0 million KWh to 960.0 million KWh in 2021. However, generation of electricity

from hydro declined by 11.g per cent to 3,042.5 million KWh mainly due to insufficient rainfall received in

2021. Eleclricity sales increased by 9.2 per cent to 7,959.4 million KWh between January and October 2021

from 7,288.3 million KWh in the same period of 2020.

2.4 Accommodation and Food Service Activities

Accommodation and food service activities grew by 9.1 per cent in the second quarter of 2O2l compared to

a contraction of 56.8 per cent in a similar quarter ol2O20i, which represented a significant recovery from the

effects of COVID-1g, The recovery of the sector has been gaining momentum though the numbei of visitor

arrivals is below the pre-pandemic level, The performance is attributed to the rdlaxation of the Covid-19 travel

restriction as well ds an increase in the propodion of the vaccinated population in tourist source markets.

Total visitor arrival through Jomo Kenyatta lnternational Airport (JKIA) and Moi lnternational Airport (MlA)

increased by 47 ,S per cent from 356,508 visitors lo 525,728 visitors in the first ten months of 2021.
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The sector grew by 6.5 per cent in the second quarter or zo2l compared to a growth of 8.2 per cent in a

similar quarter or Zo2o,The rever of activity in the sector has remained resilient despite the covid-19

disruptions mainry supported by pubfic investment in roads and other civir works. cement consumption' a key

inputinthesectorexpandedby26.gpercentduringthefirstninemonths 
or2o21tostandat6,676'Sthousand

tonnes. Accererated growth in construction activity was reflected in increase in the volume of import of

petroreum bitumen, ,nd iron and steer products ov o.+ and 13.5 per cent, respectivery, for the first nine

months o12021.

2.6 TransPortation and Storage

Transportation and Storage activities have shown a rebound in2O2l mainry due to easing and the eventual

lifting of the covid-1g restriction measures to ailow pub[c service vehicres to operate at full capacity' ln

addition, easing of containment measures coupred with the reopening of economies abroad also supported

growth in passenger air transportation which had been affected adveisery in 2020. As a result, the sector is

estimated to have expanded by 16,g per cent in the second quarter of zozr compared to a contraction of

16,8 per cent in the second qurrt., of 2020. rn the rand transportation subsector, right diesel which is widely

used as an input in the sector increased by 9.0 per cent in the first nine months of 2021to 1 ,700'0 thousand

MT from 1,55g.2 thousand MT in the same'period of 2020.ln therailway subsector, revenue from passengers

ferried through standard Gauge Ra,way isonr increased.to Ksh 1 ,4gs.zmi*on for the first 10 months of

2021 from Ksh 473.5 million in the same ierioo in 2020. similarly, revenue from cargo transported through

sGR increased from Ksh B,gg0.g miilion in 2020 to Ksh g,gg3,4 miilion in 202L port throughput for the first

ten months orz'zlincreased by 4.9 per cent from 28,106.2 thousand MT in 2020 to 2g,493'5 thousand MT'

2.5 Gonstruction

an indicator of increased transportation activities

2.7 lnformation and Gommunication

half of 2021

The sector benefitted immensely from the pandemic as organizations harnessed technology such as online

pratforms to conduct their operaiions remotery. onrine pratforms have revolutionized workplaces resulting in

some peopre working from the comfort of their homes. consequen,y, the sector recorded a robust growth of

zs.Zpercent in the second quarter orZ,zlcompared to a growth of 2.6 per cent in a similar quarter o12020'

The impressive performan.e was attributed to iebound in pubrishing and broadcasting activities as well as

increased usage of data. Bandwidth utilization increased from 6,290.1 Gigabits per second (Gbps) in first half

or20z0to g,g77.1 Gbps in the first harf of 2021 . similarry, usage of mobile data for the same period expanded

by 46.7 per cent to stand at 356.6 m*rion gigabits (caj, oomestic voice traffic increased by 27 '8 per cent to

3g.0 billion minutes in the first six months'of 2021from 30,5 billion minutes in the same period of 2020'

HoWever, the Short Messaging services (sMS) decrined by 36.8 per cent to 23.3 bilion messages in the first

6



3.0 FISCAL DEVELOPMENTS

Budget execution in the first four months (July to October) of the FY 2021122 progressed well, an indication

that the end year targets are still on course. ln the first four months of the FY 2021122, revenue grew by 29.3

per cent compared to a contraction of 9.6 per cent in a similar period in the FY 2020121. This was as a result

of improved business environment, reversal of tax relief measures and easing of COVID-19 containment

measures implemented within the year. Overall expenditures were within target underpinned by good

revenue performance and adequate liquidity in the govemment securities market.

3.1 Revenue

Total revenue including A-in-A amounted to KSh, 653.6 billion (5.2 per cent of GDP) in the finst four months

of FyZO2ll22againstatargetof KSh.635.0billion(5.1 percentof GDP)(Iable2).Thesurplusof KSh.18.6

billion was on account of above target performance of KSh. '16.6 billion in ordinary revenue collections and

KSh. 2.0 billion in ministerialA{n-A. Totalrevenue grew by 29.3 percent in the four months otFY 2021122

compared to a contraction of g,6 per cent recorded in similar period inFY 2020t21 where total revenue was

KSh. 505.3 billion (4.5 per cent of GDP).

Table 2: Government Revenue & External Grants- July 2021 to October 2021 (KSh. billion)

1/ other revenue includes rent on land/buildings, capital gains tax, import declaration fee, fines and forfeitures, other taxes, loan interest receipts

reimbursements and other fund contributions, fees, and miscellaneous revenue.

Z ministerial A1n-A includes receipts from Road Maintenance Levy Fund, Railway Development Levy, and Ain-A from Universities

Source: National Treasury

ln the period under review, ordinary revenue collection was KSh. 576,6 billion (4,6 per cent of GDP) against

a target of KSh. 560,0 billion (4.S per cent of GDP) recording a surplus coltection of KSh' 16'6 billion from
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Prel
Issues

Deviation i Vo of
i cDP

0h

Grtwth

Total Revenue (n+b)

a. Oriinary Revenue

Impo*Duty

Excise Taxes

lncone Tar
PAIT
Other Income Tax

Yalue Added Tar (1'AT)

VAT. (Domestic).

.VAT (Irupotl$
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0.1%

5.3%

58.6V0

29.60h

GDP 11"304.1 100% 12,51,1.5 12i514.5 100.09r0 t0,7vo



target. The above target performance in ordinary revenue was mainry attributed to surpluses in Value Added

Tax (vAT) of KSh. g,1 biilion, excise taxes of KSh. 3.2 birtion and 'other Revenue' category of KSh. 8,9

birion. on the other hand, lncome tax and import duty performed marginally below target by KSh' 3'9 billion

and KSh. 0.6 biilion, respectively. rncome tax iemains the rargest share of ordinary revenue, at 43'9 per cent

followed by VAT alZT .i p., .rnt and excise taxes at 13.7 per cent (Figure 2)'

Figure 2: Composition of ordinary Revenue inFY 2021t22 (Percentage)

. VAT . Other R6,,enue
.Import DutY . Excise DutY . Inconte Tax

Source: The National Treasury

ordinary revenue for the period ending 31st October 2021 grew by 25,g per cent compared to a contraction

of 10.g per cent recorded in similar period in Fy 2020t21. lncome tax grew by 27 .B per cent, import duty by

11.9 per cent, eXciSe taXes by 22.2percent, and vAT by 39'9 per cent' however' 'other revenue' contracted

by 0.8 per cent (Figure 3). The grov,rth in taxes was attributed to the improving business conditions as the

economy was on a recovery path from the impact of the coVrD-19 pandemic as well as the reversal of

covrD_1g tax measures. rn addition, the depreciation of exchange rate increased the taxable base for

imports.
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Figure 3: Growth rates of the ordinary revenue categories in October 2018 to October 2021

Source: The National Treasury

3.2 Expenditure

Total expenditure and net lending for the four months of the FY2021122 amounted to KSh. 854.2 billibn (6,8

percentof GDP) againstatargetof KSh.904,2billion (7.2percentof GDP) (Table3).Thebelowtarget

expenditure of KSh. 50,0 billion was largely attributed to below target absorption of recurrent expenditure by

KSh. 7.6 billion and development expenditure by KSh, 17.3 billion,

Table 3: Expenditures Performance for the period Jul-Oct 2020 - Jul-Oct 2021 (KSh. billion)

Source: .National Treasury
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1. Recurrent Expenditure
DomesUc Interest

Foreign Interest due

Pensions & 0ther CFS

ConbibuUon to Gvil Ser. Pension

0penUons & Maintenance

Wages & Salarles
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721.7
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30,4
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_ Recurrent expenditure for the period was KSh. 612.g bilion against a target of KSh. 620'4 biltion' The shortfall

of KSh. 7.6 bi,ion was mainly due to below target expenditure on iension & other consolidated Fund

services (cFS) by KSh. 9.5 billion' foreign interest payment by KSh' 0'2 billion' and operations &

maintenance by KSh. 1g.2 biilion. However,iomestic interest paymlnts for the period was above target by

KSh. 8.5 billion,

Deveropment Expenditure by end october 2021 amounted to KSh. 14g.g birion against a target of KSh'

166.2 birtion. The shortfa, in disbursement of KSh. 17,3 b**on was on account of below target absorption of

KSh, 30.2 biltion for foreign financed programmes. Equitable share transfer to county governments was KSh'

92.5 billion,

3.3 Fiscal Balance and Financing

Fiscar deficit incr. grants (on commitment basis) by end october2021 stood at Ksh 193'7 billion (1'5 per cent

of GDp) against a target of Ksh 253.7 biffion iz.6 p* cent of GDp), The overa, deficit in a corresponding

period ioiOZOwas fSfr. 212'0 billion (1'9 percent of GDP)'

This deficit was financed by net domestic financing of Ksh 214.g billion against a target of Ksh 267'0 billion'

and net externar repayment amounting to KSh. aa.s nittion against a target of KSh. 13'3 billion' Net Foreign

Financing for the period comprised of disbursements (inflows) including A-in-A of Ksh 26'3 billion and

repayments (outflows) of principar debt oiKsh 59.g b*rion. The disbursements included KSh' 18'2 billion

project Loans A-in_A ano ksrr. g.2 bilrion projects Loans Revenue. comparativery, during similar period in

the Fy 2020121, the net domestic financing amounted to KSh. 237.5 biilion and the net external repayment

was KSh, 27.5 bitlion

3.4 Fiscal outlook for FY 2021122

Fiscar performance for Fy 2021t22 is anchored on enhanced revenue mobilization and expenditure

prioritization through restricted growth in recurrent spending. This wiil support economic recovery and create

fiscal space for the implementaiion of the "Big Fou/' Agenda and other priority programmes'

Revenue performance wiil be driven by economic recovery, continued reforms in tax policy and revenue

administration. The Nationar Tax policy that the government is deveroping will enhance administrative

efficiency of the tax system and provide consistency and certainty in tax legislation. ln light of this, revenues

for the Fy 2o21t22are projected at Ksh 2,063.1 biilion (16.3 per cent of GDp) with ordinary revenues at Ksh

1,800.0 billion (14,3 prir.nt of GDP)' on the other hand, overall expenditures-1t:fl?l:tttd at Ksh 3'054'3

bi*ion (25.0 per cent of GDp) with recurrent expenditures proiected at Ksh z,ol1.B billion (16'4 per cent of

GDp) and deveropment expenditures are proiected at Ksh 672.7 b,*on (5.3 per cent of GDP)' Transfer to

county Governments is projected at Ksh 409.9 billion (3.3 per cent of GDP)'

Taking into account the projected revenues and expenditures, the fiscal deficit incl. grants is proiected at Ksh

1,029.3 b,rion (g.2 p.r rrni of GDp) in the Fy zozirzz,This wiil be financed by a net external financing of

Ksh 412.5 billion (3.3 per cent of GDp) and a net domestic borrowing of Ksh 616.8 billion (4.4 per cent of

GDp). The flscar oeRcii is expected to decrine further to 6.0 per cent of GDp in FY 202212023 and to 3'9 per

cent of GDp over the medium term to maintain the economy on a fiscal consolidation path so as to reduce

the growth in public debt (Figure 4)' 
l0
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Fig ure 4: Fiscal Consolidation Path, Fiscal Deficit as a Percent of GDP

Source of Data: NationalTreasury

3.6 Public Debt

During the financial year, the stock of public and publicly guaranteed debt as at end of September 2021 was

Kshs, g001,82 billion (70.79 per cent qf GDP). Domestic debt stock was Kshs.3939.32 billion (34.85 per cent

of GDp) equivalent to USD 35.65 billion while the External debt stock was Kshs.4062.50 billion (35,94per

cent of GDp) equivalent to USD 36.77 billion. Domestic and external debt stock accounted lor 49.2 and 50.8

per cent of total debt stock respectively

The actual cumulative extemal debt service as at end September 2021 was Kshs. 101.14 billion' External

debt service during the month of Septernbet 2)i2l was Kshs, 77.28 billion comprising principal and interest

payments of Kshs. 47,27 billion and Kihs, 30,g1 billion respectively,: Cumulatively, debt service to bilateral

creditors accounted for 53.2G per cent of the total debt service while commercial and multilateral creditors

accounted lor 31 ,22 per cent and 15.52 per ceht respectively'
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Table 4: KenYa 's Externat Debt Sustainability Analysis

Source: Country Report No.21tlZ April 2021DSA RePort

at the same level in 2021.

pV of debt-to-exports ratio and ppG Debt service-to-exports ratio breaches debt thresholds under the

baserine driven by the srowdown in exports and increasing externar debt. The PV of PPG external debt as a

share of GDp remains flrmry berow 40 percent debt threshord ar2g.7 per cent in 2020 and proiected to remain

26.327.328.328.728.740
PV of debt-to-GDP ratio

204.2219.8239.2255.8288.3180
PV of debt-to-exPorts ratio

29.720.t22.719.126.515
PPG Debt service-to-exPo rts ratio

21.014.015.813.015.518
PPG Debt service-to-revenue ratio
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4.0 EXTERNALTRADEAND BALANCE OF PAYMENTS

4.1 Balance of Payments

The cunent account balance recorded a deticit of USD 5,796 million during the year to October 2021 tron a

deficit of USD 4,8M million in a similar period in 202Q driven by increase in imports of oil and intermediate

goods. Provisional data on balance of payments shows that the cunent account deficit was 5,4 per cent of

GDP in the 12 months to October 2021 compared to 4.8 per cent of GDP in the 12 months to October 2020.

Exports of goods remained strong, growing by 10.8 per cent in the'year to October 2021 compared to a

similar period in 2020. Receipts from exports of horticulture and manufactured goods rose by 19.1 per cent

and 35.3 per.cent, respectively, in the year to October 2021 compared to a similar period in 2020, However,

receipts from tea exports declined by 6.Zper cent, partly due to the impact of accelerated purchases in 2020,

lmports of goods increased by 23.6 per cent in the year to October 2021 compared to a similar period in

2020, mainly reflecting a pickup in imports of oil and intermediate inputs. Travel and transport receipts

continued to recover in2O2l following the resumption of international kavel, The cunent account deficit is

projected at 5.2 per cent of GDP in 2021,largely supported by improving external demand for goods and

services. The foreign exchange market remained stable supported by increased receipts from exports and

diaspora remittances.

The usable foreign exchange reserves remained adequate at USD 8,773 million (5.36 months of import

cover) as at 25th November 2021. This continues to provide adequate cover and a buffer against short-term

shocks in the foreign exchange market.

4.2 Remittances from the Diaspora

Remittances remained robust at USD 337 million in October 2021, andwere 20.1 per cent higher in the

period January to October 2021 compared to a similar period in2020.lnflows increased by 8.9 per cent to

337.4 million in October compared to 309.8 million in September 2021(figure 5), The cumulative inflows for

the 12 months to October 202'l totaled USD 3,605 million compared to USD 3,006 million in the same period

in 2020, a 19.9 per cent increase. The United States remains the largest source of remittances into Kenya,

accounting for 65.9 per cent in October 2021.

Figure 5: Monthly Remittance lnflows from January,2019 to October,2021

Source: Central Bank ofKenya
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4.3 Exchange Rate

The Kenya Shilring weakened against major intemationar cunencies in octobe r 2021 relative to october

2020. rt weakened by 1.4 per cent and 5,1 p.il.nt against the US Dorar and the Sterring pound while it

str.ngtn.ned by 0'4 per cent against the Euro (figure 6)'

Figure 6: Exchange Rate Developments (January 2O2O - October 2021)
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5.0 BANKTNG ANp FINANCIAL SECTOR

Money Supply and Domestic Credit

Annual growth in broad money, M3, moderated to 7.3 per cent in October 2021 compared to 1 1.5 per cent in

October 2020, largely reflecting a decline in growth of net domestic assets of the banking system, due to

reduced net lending to govemment. Growth in net lending to govemment moderated to 12.6 per cent in

October 2021 compared to 23,2 per cent in October 2020. Credit to the private sector grew by 7.8 per cent

in the 12 months to October 2021, This was supported by improved demand with recovery in economic

activities, accommodative monetary policy stance and other policy measures by govemment to mitigate the

adverse impact of CO,VID-19 on the economy. ln particular, the implementation of the Credit Guarantee

$cheme for Micro, Small and Medium sized Enterprises (MSMEs) continued to boost lending to the sector.

Strong lending was registered in manufacturing (10.9%), transportand communication (9.6%), finance and

insurance (8,9%), business services (8.2%) and consumer durables (16.5%) (Table 5).

Table 5: 12-Month Growth in Private Sector Credit by activity (percent)

5.1

Scqlor;.._..-. -
Agricuhre
MgI,ufgql-r.lS

.o'ydolneslic tNdc

.Building&_conru$r-o! - _

Comadtrabl*

Sharcs ln credlt ,

9st:,2!
3.2I 15.3 | 15.6 13.4

12.6 15.8 t0.7

1.2 5.6 7.7

lu

4.3

s.7 7.2

52 24.3 39.8

_7.1,^--_9A_. _!

8.1r4.9

15.4

2.5 4.0

8.2
2l.l t7.5

I

2,1

3.4 4.4

_.9.I.
I l.E

r 1.7
_)aTtrItspgr-l &mmication

Financc.r!d iq$gqi*_ _. _. _._ 3.6

15.7

4.1._. _ -

_1.7_ ...

!lt
7.1 14.0

14.0 5.8

E.4

7

2.2.

Busircs sryiccs
Othcr activitics _ ..

Tot.l PriYrtc S6tor Crcdlt.

-.- --l-0.9-
15.7

5_9

00.0 :

2.7

Source: Cenkal Bank of Kenya

5.2 Capital Market (NSE)

Trading of equities atthe Nairobisecurities Exchange (NSE)increased in October2021 compared to October

2020, reflecting improving investor confidence. The Nairobi Securities Exchange All Share lndex (NASI),

NSE 20 Share lndex, market capitalization total number of shares traded and equities turnover, increased by

27 .OB percent, 5.Bg per cent, 29.16 per cent and 20.47 per cent at the end of October 2021 compared to the

end of October 2020, respectively. The share of foreign investors trading in total equity turnover declined to

64.g3 per cent in October 2021 trom 68.16 per cent in October 2020 (Table 6). ln the domestic secondary

bond market, bonds turnover increased by 5.70 per cent to KSh 66.2 billion in October 2021fron KSh 62,67

billion in October 2020,
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Table 6: DeveloPments in Capital Markets (October 2O2O -October 20211

Source: Nairobi Securities Exchange
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6.0 PERFORMANCE OF OTHER MACRO -ECONOMIC INDICATORS

6.1 lnflation

Overall inflation remained stable within the medium-term target band in the year to November 2021.11

increased to 5.8 per cent in November 2021,1rom5.3 per cent in a similar period of 2020, driven by elevated

food and fuel prices. Fuel inflation remained elevated and stood at 10,4 per cent from 11.0 per cent in

November 2020, mainly driven by rising intemational oil prices. Food inflation increased to 9.9 per cent from

G,1 per cent in November 2020, driven by seasonal factors and supply constraints, Non-Food Non-Fuel

(NFNF) inflation remained low, reflective of muted demand pressures in the economy. lt declined to 1.9 per

cent in November 2021fron2.7 per cent in November 2020 (Figure 7).

ln the near term, fuel inflation is expected to gradually decline supported by Government interventions to

moderate fuel pump prices. However, food inflation is expected to remain elevated due to seasonal factors,

drought conditions, and supply chain disruptions. ln the medium term, inflation is expected at the mid-point

of its target range, supported by prudent monetary policy and muted demand pressures.

Figure 7: Developments in inftation rates (November 2020 to November 2021)
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6.2 lnterest rates

The Monetary policy Committee (MPC) retained the Central Bank Rate at 7.00 per cent in November 2021,

noting that the current accommodative monetary policy stance remains appropriate. The Committee noted

that inflation expectations remained anchoied within the target range, and leading economic indicators

showed contin ued robust performance

Short term interest rates remained relatively stable during the flrst ten monlhs of 2021 supported by

accommodative monetary policy stance and ample liquidity conditions in the market. The weighted average
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interbank rate was on a downward trend from 5.12 per cent in January to 3,10 per cent in August' However'

it increased 4arginaily to 4.73 per cent and 5.26 per cent in september and october 2021, respectively,

parry ieflecting reouced riquidiiy due to higher govemment receipts rerative to payments. similarly, the

average g1_day Treasury birr rate decfined tJ o.sz p.r cent in August compared to 6.92 per cent in January,

and thereafter rose slightly to 6'95 per cent in October'

commercial banks, Iending and deposit rates remained relatively stable during the flrst nine months o12021'

The weighted average rending rate increased marginary to 12.10 per cent in september 2021from 12'00 per

cent in January 2021 whire ihe weighted average deposit increased to 6.34 per cent from 6'31 per cent

(Figure 8)

Figure 8: lnterest Rates for Period January 2020 to October 2021
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7.0 ouTLooK FoR 2021

7,1 Global Econorny

Global growth contracted by 3.1 per cent in 2020 compared to growth of 2.8 per cent registered in 2019 as a

result of adverse effects of COVID-19 pandemic, As shown in Table 7, all advanced economies with

exception of China registered a coniraction in economic growth in2OlOwith UK and France registering higher

contraction of 9,8 per cent and 8.0 per cent respectively. After a sharp decline in 2020, global GDP is

projected to rise by 5,9 per cent in 2O2l supported by the roll-out of vaccines, policy support and continued

supportive financial conditions. The Euro Area is projected to grow by 4,2 per cent in202l supported by

projected growth of 6,3 per cent and 6,8 per cent in France and UK respectively.

China was the only economy to record a positive performance of 2.3 per cent in 2020 reflecting the vitality

and resilience of its economy supported by aggressive efforts to fight the COVID-19 pandemic. GroMh

estimates tor 2021indicate that China will register a higher growth qf 8.0 per cent.

Table 7: Global Economic Outlook and Growth in the Leadi Economies

Source: IMF World economic Outlook (October,
* Projections

1)

7,2 Regional Economies and Sub-Sahara Africa

Table 8 indicates that Economic growth in Sub-Saharan Africa contracted by 1.7 per cent in2020 compared

to a growth of 3.1 per cent in 2019. lt is projected that with various policy interventions countries are putting

in place'to mitigate adverse effect of COVID-19 pandemic and to aid economic recovery, growth will rebound

to 3.7 per cent in 2021. Among East Africa Community countries, only Tanzania registered a positive growth

in 2020.lt is projected that giowth in the East African countries wili average 5,6 per cent in 2021.

2021' 2022r2019 2020

5.9 4,9World Economy 2.8 -3.1

5.2-3.4 6.0United States 2.3

2.4 3.2Japan 0.0 -4.6

5.66.0 2.3 8.0China
8,5-7.3 9.5lndia 4.0

4.2 3.6Euro Area 1.5 -6.3

4.64,6 3.1Germany 1.1

3.8 3.22.0 -3.8Netherlands '. r'r.

3.9-8.0 6.31.8
6.8 5.0United Kinedom.: "' 1.4 -9.8
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Table 8: Economic Outlook for SSA and nalEconomies

SSA

South Africa

N na

Burundi

201I
3.1

0.1

2.2
1.8

2020
-1 7

-6 4

-1 ,8

-1 .0

202r
3.7

5.0

2.6

1.6

2022*

3,8

2.2

2.7

4.2

Rwanda
Tanzania

anda

5.0

9.5

7.0
7.7

-0.3

-3.4

4.8

-0.8

5,6

5.1

4.0

4.7

6.0

7.0

5.1

5,1

Source:'lMF Regional Economic Outlook Sub:Saharan Africa ,2021\

'Projections :

7.3 .,The Medium''Term Prospects for Kenya

The impact of covlD-1g on the country,s economy is expected to be lighter supported by ongoing vaccination

drive. The economy contracted by 0,3 per cent'in 2020 due to covto-tg pandemic and other economic

shocks like the desert locusts. However, the easing of containment measures towards the end of 2020 and

the access to coVtD-1g vaccine as from March zoit is instrumentar towards economic recovery in 2021' A

graduar recovery therefore is expected wi*r frowtn in2021 and2022, proiected at s'4 and 6.0 per cent

respectivelY as shown in Table 9'

The medium_term prospect is expected to be stabre mainry due to the countrywide roilout of coVlD-19

vaccination, ,.*r.ryoiu.onomii activitiesln utt i..to* ai weti as the Governments poficy support'The

Country's recovery *ilirr.o Uu ,upported d tht ;-p"tted rebound of globaleconomic activities'

Table 9:Th e medium'term ects in Ke

Rates (%)
9.1 9.7

5.6 5.0 -0.3 5.4 6.0

4.7 5.3 5.2 6.2 5.6 5.1 3.9

6.9
6.9 6.9 6.9 7 7.1

7.8

Volumes (%)
7.3 8.7

6.5 5.2 -3.1 5 5.6

7 7 4,3 b.o 10,1 10.4 9,1

-0.8 8.5 6.5 4,7 5.4 2.8 4.1

-10.6 -18.3 -21 65.2 -1.4 30.8 4.5

6.8 -3.2 -8.2 11.9 7.6 18.4 18.1

1.8 -8.5 3.8 b.o 5.5 5.1
1.4

% of GDP

-5.3 -4.6 -5.1 -5.3 -5.0 -4.5
-5.5

lndex

101.3 102.1 106.5 109.1 107.3 107.3 107.1

Source: KIPPRA Treasury Macro Model (KrMM)
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8.0

9.0

RISKS TO THE ECONOMIC OUTLOOK

i. Rising oil prices will increase cost of living and cost of production;

ii, The ongoing drought will lead to low performance of 
'brop 

and livestock sub- sectors; and

loss of lives and incomes in the affected regions;

iii. Covid-1g pandemic particularly the emergence of new variants such as 'Omicron' will

continue Posing risk to growth;

iv, Exchange rate depreciation could lead to an increase in debt service which may in tum affect

the country's debt sustainabilitY;

v, Slow payment of pending bills at the county level will affect businesses especially the Micro

Small and Medium Enterprises that delivered goods and services to govemment;

vi. Ihe Z111general election early campaigns may slow down implementation of government

Programmes and Project.

RECOMMENDED ACTIONS

i, continue scaling-up covlD-19 vaccination to ensure ma,iorityof the population are reached'

This will involve mobilization of health personnel to offer vaccination at strategic centres

across the country;

ii. Review the status of implementation of Credit Guarantee Scheme since inception in April,

2021 loinform policy on how to strengthen it further;

iii. Support pastoralist 1n drought affected regions through scaling up livestock purchase off-

take programme. To put in place requisite mechanisms to bridge the gaps in crop production

to ensure food securitY

iv. Broadening the tax base by enhancing recruitment of new taxpayers especially in real estate'

businessesintheTurnoverTax(ToT)regime,registeredcompanies,agriculturesector,

distributive trade, personal service activities, professionals, High Net worth lndividuals and

digitaleconomy' 
make it easy for taxpayers to meetv. Simplify tax processes, forms and technology links to

their tax obligations and enhance compliance'

vi. Fast_track thl development of a National rax policy (NTP) and the Medium-Term Revenue

strategy (MTRS) to support mobilization of domestic revenue and enhance efficiency and

fairness in tax administration'
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