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Telegraphic Address: 22921
Finance - Nairobi
FAX NO. 310833
Telephone: 2252299
When Replying Please Quote

Ref. No. zzlMOFl3TlOT

Mr. Michael R. Sialai, EBS
Clerk of the National Assembly
Clerk's Chambers
Parliament Buildings

THE NATIONAL TREASURY
OD LY

P. O. Box 30007-00100
NAIROBI

C/-

17thJanuary,2018 u-

NAIROBI I

Dear ('' S* ,4u
RE: THE CAPITAL MARKETS (SECURITIES LENDING, BORROWING AND

sHoRT- SELLTNG) REGULATTONS, 2017

The above regulations, issued under Legal Notice No. 295 appeared in the
Kenya Gazette o'f 12th January, 20'18.

Attached herewith please find copies of the rqqlgllggs, an explanatory
memorandum and the cover page of Kenya Gazette Vol. CXX- No.4 of 12th

January, 2018 for your necessary action, pursuant to section 11 of the Statutory
lnstruments Act, 20'l 3.

yours S*. <-,

B
DR. KAMAU BS
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rslative Supplement No. 96)

LEcAL NorrcE No. 295

THE CAPITAL MARKETS ACT

(Cap.485A)

IN EXERCISE of thc powers conferred by section l2 (l) of the
Capital Markcts Act, the Cabinct Secrctary for the National Trcasury
makes thc tbllowing Rcgulations -

TtIE CAPITAL MARKETS (SECURITIES LENDING,
BORROWING AND SHORT.SELLING) REGULATIONS, 20I7

PART I-PRELIMINARY

l. Thcsc rcgulations may be cited as the Capital Markcts
(Securitics Lending, Borrowing and Short-selling) Regulations, 2017.

2. In thcsc regulations, unless thc contcxt otherwise
rcquircs -

"lcnding agcnt" means a third party who is not a party to a

securitics lcnding agreemcnt but who providcs support scrvices to
securitics lcndcrs including thc monitoring of loans, the ncgotiation of
lending fecs or rcbatc rates, and the management ofcollateral;

"lcnding agrccment" mcans a written securities lcnding contract
cxecutcd by both thc sccuri(ics lender and bonowcr;

"lcnding fce" means a fte charged by a sccurities lender to thc
borrower fbr thc loan of sccurities undcr these regulations;

"margin" mcans thc minimum amount of collateral required in a

sccuritics lcnding (ransaction aboye the value of the loancd securitics as

speciticd in thc lcnding agrccmcnt;

"primary rcgulator" mcans thc regulatory agency primarily
rcsponsiblc for rcgulating thc business of the pcrson;

"rcbatc rate" means part of the interest earned by thc collateral
hcld by thc securitics lendcr that is rcmitted to the borrower where the
collatcral is in thc tbrm of cash;

"rcgulated pcrson" has the mcaning assigned to it under thc Act
and includcs pcnsion funds, insurancc companies, invcstment funds,
cxchangc-tradcd tunds and commercial banksi

"sccurities lcnding" mcans thc temporary transfer of securitics
from a lcndcr to a borrowcr with thc concurrcnt written agreement to
rcturn thc sccuritics cither on demand or at a future date;

"short position" mcans thc net inveslment position in a security in
which thc sccurity has bccn borrowcd and sold but not yet replaccd;
and
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(b) any other pcrson spccrfied for
Authoflty.

that purpose by the

"shon salc" mcans any sale of a sccunty whrch rhc scllcr docs nor
own at the nme ofthe sale

PART II-SECURITIES LENDING AND BORROWINC
3 (l) A secuntres lendrng and borrowrng transactlon shall bc

carncd out tn accordancc wrth thesc rcgulatrons

(2) Thc Authonty may excmpt a scll buy-back or any facrlrry tharts srmtlar to a secuntles lendrng or bonowrng trurr"at,nn ,,
contcmplated undcr thesc rcgulatrons

. (3) A pcrson shall apply tn wnlrng lo thc Authorrry to cxcmor ascll buy-back or a factllty that ts srmrlar,o u ,"ari,,,., i"nirg
transactlon from thc applcatron of thcse rcgulatrons

- (4) An appllcarron undcr subrcgulatron (3) shall slate thc rcasons
for whrch the cxcmpuon rs bcrng apphed for

. (5) The Aurhor(y shall consrdcr thc apphcatron undcr
subrcgulatlon (3) and makc a dccrsron ,rrrh,n t,rcnty_onc aays ot
recctvrng the applrcatron

! Thc Authoflty shall prescnbc the crrtcrra for thc
rdentrfrcatron of sccuntles lhat may b; lent undcr thesc rcgufrr,nn, 

'--

5 (l) A securrtrcs lendrng and borrowrng lransactron shall be
carrrcd out by

(a) a rcgulared person, or

(2) A regulaled pcrson or a pcrson specrficd by lhc Aulhonlv tn
accordancc wrth subregulatron ( | ) shall comply with_

(a) these regulatrons,

(b) any addrtronal rcqurremcnrs that may be lmposed by thc
Authoflty; and

(c) anyorhcr requtrcmenls lhat may bc rmposcd by rts prrmary
regulator

, (3) A regu.lated pcrson may act as an lnlcrmcdtary l.or a sccu ttcs
borrowcr or lcndcr

Provrded that the lntermedlary shall dtsclose any potenttal or
actual confllcls of rnterest rn relation to hrs or hc ol" ,, th" ,""u.it,",
lendrng or borrowrng transactron ro thc bonowcr o, l"nd";;i;;';;;;
may bc

6 (l) The lendcr and borrower rn a secunltcs lcndtng and
borrowrng transactron shall cnter rnto a lcndrng agrccmcnt;ca;;;
undcnaktng lhe sccurrtles lcndlng and borrowrng trinsa-ctron

(2) A lendrng agreemcnt shall rnclude-
(a) dctalled rdentrficatron of lhc lendcr,
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(b) detailed identification of the borrower;

(c) the securities to be lenti

(d) the number of the securities to be lent;

(e) the agreed value of the securities to be lent for the purposes
of the ransaction:

(f) the term ofthe transaction;

(C) the method of calculating the lending fee or rebate and the
paymcnt schedule of the lending fee or rcbate as the case
may be;

(h) the nature and value ofthe collateral;

(t) the full transfer of the title and intcrest in the securities to
be lent;

C) the full transfer of the title and intercst in the collatcral to
be provided;

(k) the methodology for the revaluation of the collateral;

0) the person who shall be responsible for the revaluation of
the collaterali

(m) the margin attached to the securities lending and bonowing
transaction, if any;

(n) the nature and consequences of default or other failures in
relation to the terms of the lending agrecment;

(o) the exercise of voting rights associated with the securities
to be lent;

(p) the exercise of voting rights associated with the collateral
to be provided where the collateral is a type of secudty that
has voting rights associated with it; and

(g) the procedure for recalling or retuming the lent securities.

7. (l) A securitics lending and borrowing transaction shall not
be registered as a sale or purchase on a traded market.

(2) A market intermediary who carries out a securities lending
and borrowing transaction shall, once in cvery month or in any
frequency that may be determined by the Authority, submit to the
Authority a report of sccurities lending and borrowing transactions the
market intermediary has carried out in the period under review.

(3) The Authority may require each rcgulated person to repon the
net securities lending and borowing position of each sccurity held by
the regulated person on a regular basis.

8. (l) A borrower in a securities lending and bonowing
tlansaction shall provide the lender with collateral of at least one
hundred per centum of the value of the borrowed securities.

Rcponiq of

Collrt nt for
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(2) The lender rn a securitrcs lendrng and borrowlng transactlon
may rcqulrc thc bonowcr to provrde an addttronal mirgrn on thc
collalcral provrded under subregulatton (l)

. (3) Thc quallty of thc collatcral requtrcd rn a sccuntrcs lendtng or
borrowrng ransactlon may rnclude-

(a) cash ln Kenya shrllrngs,

(b) Govemmcnt secuntles, or

(c) any othcr rypc of sccunty $al may bc spccrfied by rhc
Authorrty

(4) Thc lent sccurrtres and rhc collatcral shall be revalucd darly
and the amount of thc collatcral held ln relahon to the lcnt sccuntlcs
shall bc adJuslcd ln rclatton to the rcvaluatron.

(5) Wherc lt ts not possrble to rcvalue thc lent securrttcs darly, the
secuntlcs may be revalued on a weekly basrs or morc frequcntly a; may
be requrred by the Authonty and rhc collalcral hcld rn ielatton ro thc
securrttcs shall be adjustcd rn rclalron to thc rcvalualron

9 ( I ) The collatcral provtdcd by thc borrower rn a secufltrcs
lcndrng and borrowrng transacllon may bc uscd by the lendcr as
follows-

(a) ln the casc of cash, rt may bc deposltcd rn an rntcrcst
bcanng account,

(b) In thc casc of Governmcnt sccunttes, rt may bc uscd ln
ovcrnlght repo lfansactlons, or

(c) tn any othcr casc, lr may be uscd as thc Aurhonty may
prcscribe

(2) Thc pnmary regulator of thc borrower or lendcr may also
rmpose addrttonal rcstnchons on lhc usc of the collateral helj by a
lcnder of securrtres

(3) The lcnder ln a secuntlcs lcndrng and borrowrng transactron
may appotnt, ln wntrng. a lendrng agent to manage rhc collatcral
provrdcd by thc bonowcr and shall spccrfy, at the trme of apporntmcnt,
thc uscs to whlch the collateral may bc pui by thc agcnr

l0 (l) The lender rn a sccunttcs lcndrng and borrowtng
transaclton shall contrnue to enJoy the economlc bcncfits assoctatci
wrth thc secunttcs hc or shc has lent to thc borrowcr dunng thc pcnod
when thc secuntres havc been lcnt rncludrng drvrdends or rnicrcst

(2) Thc lcnder lD a sccunhes lcndrng and borrowrng transacllon
shall bc enrrrled to a lcndrng fee from the bonowcr foi lcnding the
sccuntlcs

I I A borrower tD a secuntles lcndlng and borrowrng transactton
shall-

(a) have full lcgal tttlc ofthe securrtres he or shc has borrowcd.
(b) wherc the collatcral provrded ts tn the form of sccufltrcs,

contlnue to recclvc all economtc bcnefits assocrated wrth
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the sccurities given as collateral including dividcnds or
intercst: and

(c) pay thc sccurities lcndcr such amount as may be needed to
cnsurc that thc collatcral provided rcmains sufilcient at all
timcs.

PAR'f III - SHORT-SELLING OF SECURITIES

12. (l) Thc shorrselling of securitics shall be carried out in
accordancc with thcsc regulalions.

(2) A seller may entcr into a shon-sclling transaction if the scller
provides documcntary evidcnce that shows that hc or she has-

(a) cntercd into an agreemcnt to borrow thc securities to cover
thc short sale:

(b) rcasonablc grounds to belicve that the securities will
otherwisc bc dclivercd to him or hcr in timc to covcr the
short salc: and

(c) cntcrcd in(o an arrangcment with anothcr pany under which
that party has confirmed in writing that it will havc the
sccuritics and will dclivcr thcm in timc to cover the short
sale.

(3) A person who con(ravencs the provisions of subregulation (2)
commits an offcncc and shall bc liablc, on conviction, to the penalty
spccified undcr thc Act.

13. (l) Thc Authority shall prcscribe the criteria to idcntify
sccuritics (hat may bc subjcct to shon salcs.

(2) Any prcvulidation rcquircments or obligations applicable to
securitics transactions shall not apply (o short-sclling transactions.

14. (l) Short-selling transactions shall only be carried out by
rcgulatcd pcrsons or any othcr person specificd by thc Authority.

(2) Each rcgulated pcrson who inrends to cngagc in a short-
sclling transaction shall comply with these regulations, any additional
requiremcnts imposcd by the Authority and any other rcquiremcnts
imposed by the rcgulatcd pcrson's primary rcgulator.

15. (l) A scllcr who engagcs in a short-sclling transaction shall,
whcn submiuing an ordcr, dcclarc to the cxchangc or, if acting through
a markct intermcdiury, to lhat intcrmediary, that it is a short sale.

(2) Each shon salc shall bc carricd out in the same trading
environmcnt as normal purchases or sales of securities.

(3) A securitics cxchange or a trading platlbrm shall, for the
purposes of facilitating shon-selling transactions. formulate rulcs to
provide tbr buying in.

(4) Despite thc gcncrality of subregulation (3), each short sale of
sccuritics shall bc idcntificd as a short sale by thc selling broker under
thc rules of thc cxchangcs or trading platforms contemplatcd in
subrcgulation (3).

2'731

short-sclling

s.lling.

shon-scllinB.
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. (5) For lhc purposcs of thrs regulatron, ,,buyrng rn.. mcans thc
buyrng of secuntres elfccted by a secunttes exchang;e whrch a scller has
fatled to dellvcr on the day fixcd for settlement,

16 (l) A pafilcrpant rn an exchange or tradtng platform who
holds a short posrtlon rn a secunty of fivc per 

""ntm 
oi more of thc

total amount of thc secunty rn rssue shall leporl thrs posttlon
rmmedrately to the relcvant cxchangc or tradrng platform ind thc
Authonty

_ (2) Thc Authonty may rcvtse thc hmlt prescrrbcd rn
subrcgulatton (l) and may prcscnbc dtfferent hmtts for dtffercnt
calegorres of securrtres

(3) A short posttlon ln any sccuflty by a partrclpant and rclatcd
pcrsons shall not cxcccd tcn pcr ccntum of the totai amouDt of thc
sccuflty tn lssue.

- (4) The Authonty may rcvtsc thc ltmrt prcscDbcd undcr
subrcgulatron (3), and may prcscnbc drffcrent hmrts for dtffercnr
categoflcs of sccunttcs, or prcscflbe thc llmlts of shon posltlons that
specrfic panrcrpants or types of pantctpants may hold

17. (l) The Authoflty may suspend the short sales ot a securrty or
lmposc controls on the pnces thar may bc lnput on shon salcs of a
sccuflly -

(a) whcrc the prrcc movemcnts of thc sccurrty mcct thc
condltlons sct out tn the rclevant rulcs of a rcgulatcd
sccurrtres exchange or othcr rnfrastructure provrder for thc
tmposltlon of pflce controls or suspensron of tradrng.

(b) whcrc the shon salcs of thc sccuflty havc bccn temporarrly
prohrbrted under the rulcs of a regulatcd sciurrtrcs
cxchange,

(c) wherc rhe short salcs of the sccurrty that rs tradtng tn Kcnya
have bcen prohrbttcd rn another Junsdtctron or harc been
madc subJcct to pncc controls as a rcsult of concerns about
market order, or

(d) to matntaln or rcstorc thc falr. effictcnt and transparcnl
tradtng ln thc sccunty.

(2) Thc Authonty shall rcvtcw suspcnslons of shorts salcs or
rmposltrons of pnce controls on shon salcs undcr subrcgulation (l) at
least oncc a week

(3) Where the Authorrty has revrewcd a suspensron of a shon salc
o-r the lmposltlon of prrce controls on a short salc under subrcgulatron
(2), rt may-

(a) matntarn the suspenston or thc pncc control,

(b) Lfl rhc suspcnsron; or

(c) removc the pnce control
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18. A pcrson who contravcncs any provision of thcsc rcgulations o'i'rd P'adtv

for which a spccific pcnalty is not proyidcd shall bc subjert to saDctions

by thr Authority ar spccified undcr thc Act.

19. Any mattr rcquircd to be prcscribcd or spccificd by thc
Authority shall bc prcscribcd or spccificd by thc Authority by way of a
ckcular.

Dated thc 27th Novembcr, 2017

HENRY K. ROTICH,
Cabinet Secrcmry fot ,hc National Trcasury.

M.lall b b.
p.!,arlbad by rtr.
A{tqtty.

PAflTED AND PI,BUSHED BY THE (X)WRNMENT ]BNTER. NAIIOAI
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EXPLANATORY MEMORANDUM TO THE CAPITAL M TS ECURITIES

LENDING, BORROWING AND SHORT-SELLING ULATI 20r7

''.)
LE,GAL NOTICE NO.29

PART I

|.,,

ld
/ttl

,JJ
00, e,n 

J/..

Name of Statutory Instrument:

Short-Selling) Regulations, 20 I 7

The Capital Markets (Securities L.;tii"t rTowlng and

Name of thc Parcnt Act : Capital Markets Act ( Cap. 4854)

Enacted Pursuant to Sections l2(l) of the Capital Markets Act

Name of the Ministry : The National Treasury

Gazelted on : January 12,2018

Tabled on

PART II

l. Purpose of the Statutory Instrument

The Capital Market (Securities Lending, Borrowing and Short-Selling) Regulations,20l T ("l'he

Regulations") seek to create an elficient and transparent regulatory framework to enable and

Iacilitate securities lending and short selling in order to foster liquidity and price formation

without undue increase in volatility in the capital markets. This is in line with Capital Market

Authority's mandate to create deeper, more liquid domestic markets as recommended in the

Capital Markets Master Plan.

2. Legislative Context

The Regulations are made in line with section l2(l) of the Capital Markets Act and the Statutory

Instruments Act. The Regulations set out the permitted securities, securities lending, bonowing

and short selling, reporting requirements, rights and obligations ol the pa(ies in securities

1
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lending, bonowing and short selling and other connected matters in securities lending and
borrowing and short selling transaclions.

3, Policy Background

The capital Markets Master plan (2014-2023) seeks to positron Kenya as the .Heart of African
capital Markets'. one of the pillars in the capital Markets Master plan (cMMp) revolves
around the creation of deeper, more liquid domestic markets. Liquidity within the capital markets
is a key component in making Kenya an investment destination and hence was identified as one
ofthe challenges to be robustly addressed in the Master plan.

Liqutdity is a function of an investors' ability to find a counter party for a reasonably sized trade
in a timely manner but without compromising on time. As can be observed, the delinition is
founded on the ability to put safeguards around 'not compromising on time and price, when
transacting in securities. Simply put, an investor should be able to sell or buy his or her desired
quantities of securities at the time that they wish to and at a fair price. Making Kenyan capital
markets a highly vibrant and liquid market is therefore a key priority in the Masler plan.

Experiences from other jurisdictions as well as studies have identrlied the role of Securities
Lending and Borrowing (SLB), and Short Selling in addressing illiquidity. Securities lending and
bonowing is the temporary transfer of securities from one party to another, wrth a simultaneous
formal agreement to retum the securities at a pre-agreed price either on demand or at an agreed
date in the future. sLB transactions are govemed by the terms of a master securitres lending
agreement approved by the securilies regulator, and in line with intemational besl practice. In
real life situations, lenders and borrowers will always have unique characteristics that position
them either on the borrowing side or lending side ofthe market.

Typically securities borrowers are market participants who identify trading opportunities that
will more than make up for the lending fee costs. Most borrowers are therefore active market
participants who will want to take advantage of price movements. They include market makers,
arbitragers and directional short sellers among others. ln the Kenyan market context a primary
target would be market makers, who are expected to pray a key role of making the marker by
way ofproviding two-way quotes with obligations to honour the quotes.

2
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Securities lenders on the other hand are usually institutional investors, in particular pension funds

and insurance companies that are long or medium term investors in the securities. In this

category are also high net worth individual investors whose interest is to grow the value oftheir

portfolios over medium to long term. These market players lend securities in order to eam a

lending fee and thereby increase the retum on their po(folio. The loaning of securities may be

for a fixed term, or may at times be left open so that securities can be recalled by the lender or

retumed by the borrower as and when necessary. The terms are in all circumstances put in the

lending agreement globally referred to as Global Master Lending Agreement (GMLA).

The Nationat Treasury is cunently spearheading reforms in the government debt market to

ensure that debt is as liquid as possible. Among the relbrms is the introduction ol Govemment

Securities Market Makers (GSMM) whose role will be to provide liquidity through market

making in the Govemment Securities. In order for the GSMMs to effectively perform their

duties, they will need to be in a position to borrow securities from time to time through an SLB

arrangement to meet their settlement and trading obligations.

There are numerous drivers of securities lending and borrowing in both developed and

developing securities market such as Kenya. By facilitating and encouraging SLB with

appropriate regulatory controls, various opportunities and benefits are created for market

participants and the general economy. Some of the key benefits of securities lending and

borrowing and short selling include:

(a) facilitating an increase in overall market liquidity and efficiency by allowing market-

makers and investors 10 take on and cover short positions as part of their market-making

activity. This has the effect of increasing the number of orders in the market and

placement olorders for longer term investments;

(b) aiding in efficient price discovery for securities thereby reducing the asymmetries in the

ability of investors to express opinions on the value ofassets;

(c) increasing the flexibility of financing for market participants by facilitating the exchange

of a broad range of securities that can be used in financing transactions;

(d) enhancing low risk incremental retums to otherwise dormant securities which may be

used to offset management and custody fees by the lender. This may also reduce the costs

3
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involved in providing pension and long term savings to investors thereby increasing net

investor retums; and

(e) promoting the attractiveness of the Kenya's capital markets to foreign rnvestors leading

to the development and competitiveness of Kenya as an investment destination of choice

regionally and globally. This will eventually promote the economic development of the

country.

Ultimately this allows lenders to engage in alternative investments by allocating all or part of
their holdings at the cenlral Depository and Settlement corporation to a lending pool. Market

participants are then be able to borrow stock from this pool for a fee paid to the holders of lent

secufltles.

The sLB arrangement contributes ro the fulfilment of economic pillar of Vision 2030 of
'crEating a vibrant and globally competitive financial sector that will promote high tevel of
savings to finance Kenya's overall investment needs' by diversifying investment options.

The Regulations provide for gradual uptake of the product to effectively manage risk in the SLB

arangement by allowing only regulaled persons to engage in the securities lending. The criterra

for rdentifying permitted securities for SLB and short selling has also been left to the Authority

to prescrrbe. This ensures adequate framework and effective oversight and monitoring of the

structure by the Authority.

The enactment and implementation of the Regulatrons will therefore go a long way in achieving

Kenya's goal of becoming "the heart of African capital markets".

4. ConsultetionOutcome

The development of the Regulations was guided by a policy framework developed by the world
Bank through its Firstlnitiative Project followed by extensive discussrons with market

stakeholders during two separate mrssions in Apnl and June 2016.

As required by section 12(2)(b) of the capital Markets Act, rhe Regulatrons were exposed for

public and stakeholder comments between october and November 2016 for a period of one

month, following revicw and endorsement by the working Groups Il and Ill of the capital

4
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Markets Master Plan Implementation Committee (CMMP-IC). The Authority received

invaluable commcnts, reviewed all ol them and made the necessary refinements to the

Regulations. Some ol'the comments received from the stakeholders include the following:

(i) Market participants in the securities lending and short selling should not be restricted to

regulated persons;

(ii) The Authority should not restrict securities that can be subject of SLB transactions;

(iii) The parties to SLB transaction should contract under their terms wilhout standard

agreement prescription liom the Authority;

(iv)Thc collateral and margining of SI-B transaction should be left to the parties to determine

rather than the Authority making the determination; and

(v) The requirement ol whether the underlying borrower can be unregulated person or not to

be clarified by the Authority.

The Authority appreciated the comments and incorporated most ofthe proposals made as guided

by the policy objectivcs and views of the stakeholders and the local circumstances. The

Authority also clarified concems. Over 70%o of the stakeholder proposals were adopted and thc

regulations refined.

The Authority also benefited from additional technical assistance from a one-week mission by

the Financial Services Volunteer Corps (FSVC) and representatives from the Securities and

Exchange Commission of USA (USSEC) in the refinement of the Regulations in March 2017,

during which capacity building fbr key market stakeholders including technical stalf of the

Nairobi Securities Exchange (NSE) and the Central Depository and Settlement Corporation

(CDSC) was conducted.

5. Guidance

The Draft of the Regulations was uploaded on the Authority's website for ease of access by

stakeholders and the public. Workshops and stakeholder sessions were organized to inform

stakeholders on securilies lending and short selling provisions considering the SLB structurc is

novel in Kenya. Further, the Authority occasionally posted update on capital markets products

and services including securities lending and borrowing on its Facebook page.

5



6. Impact

6. I The Impact on Fundamental Right.t ancl Freedoms
'lhe Regulations seek to enhance and promote the rights of persons(natural an4 juristic) involved
in securities lending and sho( selling including consumer rights, right to property and social
economic rights.The Regulations do not limit or inlringe upon any right or t-undamenlal fieedom
under the Bill of Rights. on the contrary, it ensures thal there are fair market praclices that
promote transparency, efficiency and accountability.

6.2 I'he impact on the Private Sector

The Regulations promote investor confidence in the market and seek to ensure that the market is
I'air, ordcrly and elficient. It protects the lenders, borrowers and markct inlermediaries by setting
oul the requirements for securities lending and short selling, rights and obligations of the
participants and elfective protection mechanism such as collateralization, rebates and margining
in SLII transactions. It therefore facilitates investments and liquidity in thc market.

6.3 I'he impacl on the public Saclor

the Regulations provide a framework for facilitative business environment while at the same
ensuring that the market is orderly and transparent. The requirement for reporting of St,B
transactions for instance, enables thc Authority to supervise the market and prevent market
manipulations and othcr market breaches.

6.1 Impacl Assessment

Il was noled during the stakeholder consultative forum that theRegulations will greatly promore
market liquidity and prevent shortfalls or failed trades thereby enhancing attracliveness of the
Kenya's capital markets to bolh local and foreign investors.

7. Monitoring and review

The persons engaging in securilies lending and short selring are all rcgulated persons and by
virtue ofthat they are bound by continuing reporting obligations to the Authority. In addition, the
Regulations require monthly reports from market intermediaries who carry out securities Iending
and borrowing transactions. Gradual review and monitoring of the SLB transactions will further
inlbrm the Authority's course of action including, for instance, whethcr to remove rcstriction on
sccuritics permittcd for SLB lransactions.

6
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In addition, all the monitoring roles and powers ofthe Authority are still applicable including the

power to take enforcement actions against market participants for breach ofSLB Regulations.

8. Contact

HENRY K.ROTICH

Cabinel SecrcIa fot the National Treasurv

t 7'h January, 20 I 8
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