
t

\

il|,
i(r'

,i*tB ''
t

Central Bank of Kenya

June 2025

o

Monetary Policy
Statement

a

I

I

i

o
o

o



I

I

i
I

Central Bank of Kenya

LETTER OF TRANSMITTAL

In accordance with Section 48 of the Central Bank of Kenya Act, it is my
pleasure to present to you, Honorable Cabinet Secretary of the National
Treasury and Economic Planning, the 56th Monetary Policy Statement
of the Central Bank of Kenya. The statement reviews and assesses the
implementation of monetary policy during the first ha lf of 2025 and outlines
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The Principal Objectives of the Central Bank of Kenya

i
I

The rolc of thc Ccntral Ba,tk of Kcnya (CBK) is anchorccl rn Section 23] of Kenya's Constrtutron and n

tlre CBK Act. Thc CBK is rcspons b c for formulatrng rnonctary policy to acirieve and m.rin[a rr pr]ce
stability and issr: rrg currency.

TheBank.llsopromotesfinancialstab itythroughrcgulatron,sL-rpcrvision,andlccna,ingol financia
rnstitutions Ur-lclcr rts mandate lt alsc provida.s ovorsrqht of thc pJyments, clearing .-]nci scttlement
syster-ns, anci fosters liqu dlty, solvency. ancj prcper functroning of thc frnancial system The CBK
formu ates and n'rp ements thc foreign exchanqc po icy and nran..rgcs foreign exchanqc rescrves.
It is also thc banker for, adviscr lo, and f scal agcnt of lhe Covernnrerlt.

The CBK's monetary policy is dcsigned to srrpport Ihe Covernmcnt's objectives wilh respect to
growth. Thc CBK formu ates and condLrcts rnorretary policy rarith lhc a m of kccping overa
rnflatron wrthin the target prcscribcd by the Nirtional Treasury at thC] beginning of ttre frnanc al
year. Currcntly. this Iarget rs a rangc between 2 5 perccnt and 75 pcrccnt

Theachievementandma ntL.nance of alowandstai)ll] nflatloor.rtccouplcdwithadcquatclrquidity
n the markct, f.tcrlitates tricthcr levels of tlorlr:stic savings ancJ prlvatc nvestmcrlt Th s Leads to
mproved c.conon''ric growlh, hr.lltcr real lncornes, attd increasL'd crllp oyment opportLlnrtics.

lnstruments and Transmission of Monetary Policy

The CBK plrrsucs i[s rr]onetary polrcy ob.lectives us ng lhe followirlg rlstrLlments

Open Market Operatlons (OMO): Th s relers [rl .]ctions by lho CBK involving p,ltrchases and
salcs of Clrgible seclrr tlCS to regulato thc money gupp y and tlle Credit Con.lrtrons in the
econonry OMO c3r'r .llso iic Lrscd to stabi izc short term rTtercst rates When tha Ccntral Bank
buys sccur trcs on the. opcn nrarket, I il.rcrcars(]s the reservcs of conrnrercta b.-rnks, rnakrng it
poss blc for them to exJlilncl Iherr loans and l]ct-rce increasc tlrc n]oney suppl'/' To achreve thc
desrrecl levc of nroney suppiy, C)MO is cor,dLrctL'd using

i. Repurchase Agreements (Repos):.A rcpo is a col ateralizc'd oan nvolving; .r contractual
arrangcrncnt betwccn two parties, in wh ch one party sclls a secLrrity at a spccillcd pricL'

witl-r a comrnitment Lo tJUy the security back at a later datc. Eloth parties tncrcfore, meet
Ihcll ll]vcstment gocrls of s(]cured f u ndrnq ,rnd I quidity CilK Qcpos arc conductcci through
auctions v!ith ter.lors of 3.rnd 7 da!,s Jnd Jrc for mopplng up lqLrciltyfroni thc rnarket Thc
Lartc Rcpo, sold in thc aftcrnoon, has a a clay tcnor and is rssUed at lO0 basrs poirlts below
the rcpo ratc of the day. Qcvcrse Repos, on the other hand, are for lqLlrdrty inJCct ons and
involvc purchase of sccur ties from conrmcrcial banks. Tlrc'currcnl tenors for Revcrse Repos
a'.,'l lL,21.28 and 11 d.ryr

ii. Term Auction Deposit rrAD): The TAD is uscd when rhe securrt es held by tirL. ctsK for Qepo
pLrrposes are exhausted or ',^./hen CBK considers it cicsirablc to otler longL'r datcd tenors
TAD rs cES€.nt ally not backed by collatcral, and it is conductcd through an.'rLrctior"\, s milar
to RL-pos Currently, the tenors for suclr cieposrts at CBK are 1,7.11,21 28 or 91 clays ancl
upon rnaturity of TAD, the CBK cred ts tlre respective commercial bank w th the deposit
and ir'rtcrcst.
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iii. Horizontal Repos: Horizontal Repos are modes of improving liquidity distribution between
commercial banks and are conducted under CBK supervision. They are transacted between
commerc al banks on the bas s of signed agrecments usrng governmenl socuflties as
collateral and have negotiated tenors and yields. Commercial banks, short of deposrts at
the CBK, borrow from banks with excess deposits on the security of an appropriate asset,
normally a government security. Horizontal Repos also heLp banks overcome the problem
of limits to lines of credit, th us promoting more efficient management of interbank liquidily.

CentralBankRate(CBR):TheCBR isreviewed and announced bythe Monetary PolicyCommittee
(MPC) at least every two months Movements in the CBR. both in direction and magnitude,
signal the monetary policy stance. To enhance monetary policy transmission the MPC adopted
a new monetary policy implementation framework in August 2023. The framework is based
on inflation targeting and on interest rate corridor around the CBR currently at 75 basis points.
Consistent with the new framework, monetary policy operations are airned at ensuring the
interbank rate as an operating target closely align with the CBR.

The efficiency in the Repo and interbank markets is crucial for the transmission of monetary
policy decisions. The CBK monitors the overnighr inrerbank money market. lt responds to the
tightness or slackness in the interbank market liquidity through OMO. Short-term international
flows of capitalare affected by short-term interest rates in thecountry. These are, in turn, affected
by movements in the CBR and hence indirectly, the exchange rate could also be affected.

Standing Facilities: The CBK does not have automatic standing facilities with respect to
overnight lending. The CBK, as lender of last resort. provides secured loans to commercial
banks on an overnight basis at a penal ra[e that is over the CBR. This facility is referred to as the
Discount Window. To improve access to the discount window the applicable interest rate is 75
basis points above CBR (upper bound of the interest rate corridor).

The Cash Roserves Ratio (CRR): ln accordance with the law the CRR is the proportion of a
commercial bank's total deposit liabilities which must be held as deposits at CBK. These
deposits are held in the CRR AcCount at no interest. During the review period, the ratio was
lowered in February 2025 from 4.25 percent to 3.25 percent of the total of a bank's domestic
and foreign currency deposit liabilities. To facilitate commercial banks' liquidity management,
commerclal banks are required to maintain thelr CRR based on a daily average level from the
lsth of the previous month to the l4th of the current month and not to fall below a CRR of 2
percent on any day.

Licensing and Supervislon of Financial lnstltutions: The CBK uses the licensing and
supervision tools to ensure stab,lity and efficiency of the banking system: this includes vetting
potential managers for suitability

The National Payments System3 The modernisation of the National payments System has
continued to lower transaction costs and enhanced the efficiency of the payments systems.
This has ensured the effectiveness of monetary policy instruments.

Communication: The increasing use of communication media ensures a wider dissemination of
monetary policy decisions a nd background data thereby increasing the efficiency of information
transmission and managing expectations. The regular interaction between the MPC and the
Chief Executive Officers of banks has ensured that monetary policy decisions are transmitted
to the banking sector. The regular Covernor's Press Conferences have also enhanced the media
understandlng of monetary policy decisions. The CBK website ls an important source of up-to-
date data on al aspects of the Financia I ma rket includ ing interest rates. excha nge rates, resu lts
of auctions of government securities, and the MpC releases.
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EXECUTIVE SUMMARY

This Monetary Policy Staternent provides the dircctron of monctary policy in the Frnancial Year

IFY) 2025/2026. lt also revrcws the outcome of thc monetary po icy adopted rn the first half of
2025. Dr.rring the first ha f of 2025, monetary policy was conducted aga nst a backdrop of clevated
uncertainties to the global outlook for growth, mainly dLre to helghtened trade tens ons attributed
to implementatron of hrgher tariffs on U S. imports. and persistent geopolitical tens ons. Clobal
inflation modcrated. but the pace of declrne slowcci down dLle to stickiness rn core inflation ln
advanced economies. lnternational oil prices declined on account of increascd supply from OPEC*
countries and subdued globa demand. Food inflation increased in the period malnly on account
of elevated edible oils price inf ation. Centra banks in the maJor economies have continued to
lower interest rates. but at a nlore cautious and uneven pace depending on inflation and growth
expectations.

The Monetary PolicyCommittee (MPC) continued to monitor thc pcrformance of the new monetary
policy imp €mentation framcwork adopted in August 2023. To augment the framework. the MPC
narrowed thc intcrest rate corridor around the Central Bank Rate (CBR) from tl50 basis points
to 175 basis points n Aprrl 2025, and also adjusted the applicable interest rate on the discount
window from 3OO basis points above CBR to 75 basis points (upper bound of the corridor). The
revlsed framework resulted in improved functionrng of the interbank market, narrower interest
rate spreads with reduced market segmcntation, and mproved monetary policy transmission in
the srx months ro lune 2025

The CBK conducred monetary policy in the first half of 2025 with rhe oblcctive of maintaining
ove rall inflation within the target range of 5t2.5 percent and supporting economic actlv ty. The MPC
held three mcetings during tl're period ln February. the MPC owcred the CBR by 50 basis points
to 1O.75 percent .lnd reduccd the Cash Reserve Ratio (CRR) by IOO tlasis points to 3 25 percent
Thls was expocted to lower lending rates, boost llquidity, and support private sector credit growth
and economic activity. Thc MPC also adopted the corc and non- corc measures of inflation, jolntly
developed by thc Kenya National Bureau of Statistics (KNBS) .rnd the CBK. ln April 2025, the MPC
reduced thc CBR further by 75 basis points to ]0.00 percent. ln June 2025, thc CBR \r',/as lowered by
25 basis pornts to 9.75 percent to augment previous pclicy measures aimed at stimulaling lcnding
by banks to the private sector and supporting econorn c growth wirile maintatntng stable rnflation
a ncl exchangc ratc

Ovcrall inflation rcmained within the targct rangc between lanLrary and June 2025 lt increased
marginally to 3I percent in lune 2025 lrom 3 O percent in December 2024. Core inflatior"r increased
to 3.O percent in lune 2025 from 2.2 percent in Dccer-I-]ber 2024 due to an increase in prices of
selccted processcd food items. Non-corc inflatlon rose to 6.2 pcrccnt from 4.9 pcrcent in the period
mainly on account of seasonal factors.

The foreign exchange markct remaincd stable in thc first half of 2025 desprte increased global
uncertainties The stability was mainly supportcd by inflows from remittances, earnings from
horttculture exports, and investments from offshore banks The currcnt account deficit was
estimated at 1.6 percent of CDP in the twelve montlrs to June 2025, compared to 1.8 percent of CDP
in a slmilar period ir' 2024. The CBK gross foreign exct"range reserves stood at USD 

,1,1,877 mil ion (5.2

mo,tths of import cover) as at lhe end ol lune 2O25 and continued to provicle an adequate buffer
against short-term shocks in the foreign exchangc market

The banking sector remained stable and resilient in the first half of 2O25, with strong liquidity
and capital adequacy ratios. The average commerciaL banks' iquidity and capita adequacy ratios
stood at 58.6 percent and 2O.1 percent, respectively, in June 2025 and were above the mrnimum
statutory limits of 2O.O percent and ]4.5 percent, respectively The ratio of gross non- performing
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loans to gross loans rose to 17.6 percent in June 2025 compared to 
,l6.4 percent in December 2024.

Ban ks contin ued to ma ke adeq uate provisions for the N PLs, Private sector credit g rowth recovered,
growing by 2.2 percent in f une from a contraction of l./. percent in December 2024.

Economic growth decelerated to 4.7 percent in 2C24 from 5.7 percent in 2023, primarily due to
a contraction in the construclion mining and quarrylng sectors and slowdown across other key
sectors of the economy. The economy remained resilient in the first quarter of 2025, with real
CDP growing by 4.9 percent, reflecring strong agriculture performance and recovery in industrial
activity. However, growth in the services sector slowed, with most sub-sectors recording weaker
performance, except for wholesale and retailtrade, and education. which maintained growth.

The monetary policy stance in the FY2O25I26 will aim at maintaining overall inflation within the
target range of 512.5 percent. The economy is projected to grow by 5.2 percent in 2025, supported
by continued strong performance of agriculture and services sectors. and improved exports.
Crowth in credit to the private sector is projected at 6.2 percent by December 2025, supported
by lower interest rates and pick up in economic activity. The foreign exchange market is expected
to remain stable supported by resillent exports receipts. and buoyant remittances. The current
account deficit is expected to remain relatively stable at 1.5 percent of GDP in 2O25, The contanued
coordination of monetary and fiscal policies is expected to sustain macroeconomic stability and
support economic actrvity.

The Bank will continue to implement reforms outlined in the White Paper on Modernization of
the Monetary Policy Framework and Operations, to strengthen the monetary policy framework
and operations. The Bank will also continue to hold regular engagements with stakeholders in
the banking sector, as well as with CEOS of non-bank privale sector firms. The Bank will continue
to monitor the impact of its policy measures, as well as developments in the global and domestic
economy to mitigate the adverse economic impact and financial disruptions to safeguard price
stability.
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INTRODUCTION

This Monetary policy State ment (M PS) provides
the drrection of monetary pollcy ln FY2O25|?6.
It also presents lhe outcome of the monetary
policy actions adopted in the first ha if of 2025.

Price stability rernains tlre pr mary objective
of monetary policy formulation and
implementation. The Central Bank Rate
(CBR) signals thc monetary policy stance
Tnc Bank n onitors devolopmcnts rn nf lat,or.
and key monetary aggrcgates such as broad
money (M3) and credit to the pnvate sector,
while rrraintaining a flexible exchange rate
regrme The Bank's participatron in the
foreign exchange markct is guided by the
need to maintain an adequate level of forcign
cxchange rose'rves, mecting thc Covernment's
external obligations, and ensuring stability in
the foreign exchange market The CBK foreign
exchange reserves provlde a bufler against
short-term shocks.

Clob.ll growth is prolccted at 3.O percent
and 3.,l percent in 2025 and 2026 whrch rs an
r;pward revision of O.2 pcrcentage points and
0.1 percentage polnts, rcspectively. comparecl
ro the April 2025 WEO by the lMF. The revision
ref ects slronqer- tha n -expectcd resilience in
economic activity. supported by front-loading
of imports lr.r antic pation of tariffs, lower than-
expectcd avcrage effective U.S. tariff Iates.
improved financiill conditions from a weaker
U S do l.rr, and fisc,:l strrnu JS 1 sori-e 'Ttd,or
cconornies. Howevcr, growth outlook remain

tiltcd to the downside. witlr key vulnerabilities
including holghtened unccrtainty on
global trade po icics, potentiai escalatior.t
of geopolitical conf licts-pa rt ic u la rly in tl]e
Middle East and the Russia-Ukraine war.

The CBK continued to assess the effectiveness
of carlier policy actions in cushioning the
economy fronr disruptions, whrle closely
trackrng glob,rl a1d domestic eco.lorn,c
developments. ln the first half of 2025, the
MPC gradua ly eased monetary policy and
lowere'd the CBR cumulat vely by l5O basis
points dunng ttre MPC meetings of February,
Aprrl and Junc 2025 The MPC noted that
the previous measures had lowered overai
inflation to below the mid'point of the target
range, stabilizcd thc exchangc rate, and
anchored inflationary cxpectatlons and there
was thercfore scopc to increasc liquidity and
support subdued pnvate scctor credit growth .

Tl're rest of this Policy Statcment is organlzed
as follows Section 2 reviews the outcomo of the
monetary policy stance lmplemented in the
first half of 2025 while Section 3 descrtbes the
external economic cnvironment and outlook
for 2025. Section 4 concludes by outlining thc
dircction of monetary policy ln FY2O25|26
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ACTIONS AND OUTCOMES OF THE POLICY STANCE IN THE FIRST
HALF OF 2025

During the F rst half of 2025, monetary policy
formulation and implementation was aimed at
achieving and maintarnrng overall inflation at
the target of 5.O percent wilh a flexible margin
of 2.5 percent on either side During the revrew
period, inflation remarned stable and withrn
the torget range, whi e the exchange rate held
steady The CBK continued to monitor overall
liquidity in the cconomy and assess potentia
threats that could trigger demand-driven
inflat iona ry pressu res.

During the MPC rneeting held in February 2025,
the MPC decidcd to lower the Central Bank
Rate (CBR) by 50 basrs points to .]O.75 percent
and the Cash Reserve Ratio (CRR) was reduced
by lO0 basls points to 3.25 percent These
measures were intended to case lending rates,
boost liqu dity, and stimu ate credil growth to
the privatc sector The MPC noted that overall
inflation was expectcd to rcmain below the
m dpoint of tl'c 5 r2.5 pcrccnt target rangc :n

the near term, supported by a lolv and stable
core inflation, low energy pnces lnflatlon, and
exchange rate stability Additionally, central
b,anks in the ma]or economics haci continued
to lower their interest rates, but .rt different
paces. Further, the Committee noted thal
economlc qrowth decelerated in 2024, and
therefore there was scope for a further easing
of the nronetary policy stance to support
economlc activity. whlle ensuring exchange
ra te sta bilrty.

During thc MpC meetrng held in Apri 2025,
the Committee noted that overa I inllation
was stablc and was expccted to remain below
the midpoint of tlre target range rn the near
term, supported by stab e food inflation, ow
core inflation, stable energy prices inflation.
and continued exchange rate stability. Thc
committee further noted that the average
lending rates had been declining gradually
since Decembe( 2424, bul privatesector cred t
qrowth remained subdued.lt was also observed
that central banks in the malor economies had

contrnued to lower their interest rates, but at
different paces depending on inflation and
growth expectations. Consequently, the MPC
lowered the Centra Bank Rate by 75 basis
pornts to ]0.00 percent from 10.75 percent.

ln June 2025. the MPC further reduced the
CBR by 25 basis points to 9.75 percent from
IO.OO percent to augment the previous policy
actions aimed at stirnulatir'r9 lendlng by
banks to thc privatc sector and supporting
economic activity, while onsuring inflationary
expectations remain firmly anchored, and the
exchange rate remaifled sta ble

The following are the specific outcomes of the
policy measures implemented 1rr the first half
of 2025

i- lnflat ion

I

I
-l

Headline inflarion remarned below the
medium'term target of 5 perccnt in the first
half of 2025. mainly supported by relatively low
sngrgy prices and prices of select frcsh food
items. ll rncreased to 3.8 pcrcent in June 2025
from 3.O percent in December 2024. reflecting
the impact of monetary polrcy eas ng and
higher prices of select processed food items

The Kenya National Bureau of Statistics (KNBS)
in collaboratior.r with the Centrai of Kenya(CBK)
developed measurcs of core and non core
inflation, which were launched in January 2O25.
Consequently, the former replaced the non-
food non-fuel(NFNF) proxy measure that CBK
had tlecn using to inform monetary policy'
Core Consumer Price lndcx (CPl) component
accounts for 8l.l percent of the 330 items n
the CPI basket. while non-core component
accounts for'18.9 percent. Core inflarion picked
up to 3 0 percent in June 2025 from 2.2 percent
rn December 2024, latgely driven by rncreases
in prices of processcd food items in the core
CPI basket.

lhccompltatlonolro.cnndnon.co,ernll.lronreii!reshash.cnerr.ndedbackwardslonro'dcaonqcrser..Fordern,!sondcln,ronsandcomp!( on
rcr., to core i^d Nor coro rnllil'on Measu,cs fo, k.rya,epo,r hrros I/*-e k^bsc, kc,tryD .onre.vuDroad5/?o)yo?/coh. nhd No^ co,L,.rnfr 

'on-Moasu.cs
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The non core CPI component main y consists
of fresh farm produce, energy items and
select transport components, which are
predominantly driven by domestic weather
conditions and volati ity rn g obal energy prces,
rcspectively. Non core inflation increased to
8.4 percent in April 2025 from4 9 pcrcent in
December 2021, bul declrned thereafter to

6.2 percent in lunc 2025. The declinc was
mainly on account of low cnergy prices, that
is, pLrrnp and electricity prices, supportod by
stable exchange rate and low international oil
prices in recent months. ln addition, favourable
weather conditlons continLred lo support low
prices of fast-growing fresh food items (Chart
Ia and Chart 1b).

Chart Ia: Core and Non Core lnflation (Pe;centl
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Chart lb: l2-Month lnflation by Broad CPI Categories (Percentl
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Credit to the prvate sL:ctor recovcted rn the
first ha f of 2A25. gro\^/ing by 2.2 percent in
the 12 months to June 2025, cornpared to
a contract on of l4 perce nt in Decomber
2022, Ihe recovcry in credit was supported
by rmprovcd credit demand with the dcclinc
in lending rates and resilient economic
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activitics, as wcl as dissipation of the effects
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was evident across kcy sectors of the economy,
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ll The pace of pflvate sector credit is expected
to prck up in 2025. supported by rmproved
credit demand reflecting resilicnt economic
activity and moderating cost of credit.
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Table l: l2-Month Growth in Private Sector Credit across Sectors (Percent)

Oec
23

Jun-
24

sep-
24

Oec- Jan-
24 25

Feb-
25

Mar- Apr-
25i2sMain sectors Ma

25 2S24
May- J un-

I

Agriculture

Manufacturing

Trade

Building and construction

Transport and communication

Finance and insurance

Realestate

Mining and quarrying

Privale households

Consumer durables

Business services

Other activities

Total pri\.ate sectgr cr€dit
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20.9
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iii. Developments in the other
Monetary Agg regates

The l2-month growth of broad money (M3)
improved to7.5 percent in June202S.compared
to a contraction of O.2 percent in December
2024, mainlydue to the increase in net domestic
assets of the banking system. The increase in
the net domestic assets of the banking system
largely reflected increased net lending to the
Covernment. Net foreign assets of the banking

system also supported the growth ir'l money
supply: but its contributions moderated sltghtly
mainly on account of reduced commercial
banks' foreign assets (Chart 2 and Table 2). On
the liability side, the ncrease in money supply
was reflected on improved deposlts, partly due
to the dissipatlon of the impact of exchange
rate apprecration on foreign currency deposits.
ln the near term, money supply is expected to
improve fu'ther, partly reflectrng a recovery rn

credit to the private sector

I
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Chart 2: The l2-Month Growth in Broad Money Supply (M5l (Percent)

2a: Components of Money Growth
(Percent) 2b: Sources of Money Growth (Percentl
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Table 2: Key Monetary Aggregates

Broad Money.M3 (Ksh Billion)

Reserve Money (Ksh Billion)

Credit to private sector (Ksh Billion)

Memorandum ltems

12-month growth in actual Reserve
Money (Percent)

l2-month growth in actual Broad
Money, M3 (Percent)

5,503.4

524.9

3,802.1

5,595.4

566.8

3,467.9

5,786.5

572.3

3,880.9

5,444,7

622,1

3,8s7.7

5,473.7

600.4

3,808.5

5,516.6

583.4

3,837.6

5,683.5

s63.9

3,870.2

4.5 6.4 (r.9) O.9 2.1 (o.2) 0.3)

Monetary Policy lmplementation
Framework Ref orms

The MPC continued to monitor the
implementation of the monetary policy
framework adopted in August 2023. To further
enhance the effectiveness of the monetary
policy implementation framework. the MPC
approved on April 2025 the narrowing of lhe

1.3 6.O 5.5 7.5

width of the interest rate corridor around the
CBR f rom 1l5O basis points to 175 basis pornts.
This enhances the stabilrty of the interbank
rate and align the rate closer to the Central
Bank Rate (CBR). ln addition, the committee
approved the adjustment of the applicable
interest rate on the Discount Window from
3OO basis points above CBR to 75 basis points,
which is the upper bound of the interest rate
corridor.

{o.2) 11.4)

SaLtrco C,onlrol Bonk ol Ka,nv(,

1
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iv. lnterest Rates Developments

a. Short Term Rates

Short-term interest ratos declined during
the first half of 2025, reflectinq easinq of the
monetary policy stance and improved liquidity
conditions in the money markets Cfable 51.
The averaqe interbank lnterest rate declined

to 9.72 percent in June 2025 from 1,l.45 percent
in December 2024 and remained within the
prescribed interest rate corridor around the
Cenrral Bank Rare {CBR) (Chart 2c). Similarly,
the average 9l-day Tr€asury bill rate decltned
to 8.2] percent in lune 2025 from l0 32 percent
in December 2024. whtle the average ]82-day
Treasury bill rate decreased to 8.51 percent
from 10.39 percent over the same period.

I
)
I

)

Chart 2c: lnterbank rate, interest rate corridor and Overnight Discount Window Rate (Percent)
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b. Commercial Bank Rates

Commercial banks' average lending and
deposit rates declined in the first half of 2025, in
line with easing of the monetary policy stance.

The weighted average lending rate declined to
]5.28 percent in June 2025 from'16.89 percent
in December 2024, while the weighted average
deposit rate decreased to 8.37 percent from
10.45 percent over the same penod.
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Table 3: lnterest Rates (Percent)

Central Bank Rate 9.50 10.50

lnterbank '7.O5 9.4A

gi-Tbi 9.76 11.19

ta2-Tbilt 10.25 r.54

avera-ge Lending t3.o9 13.31
Rate trl

Overdraft/loan 12.69 12-A3

l-syears 13.4? 13.79

Over syears 12.91 13.06

aveaaoe Deoosit-:- ', 't.6tJ 't.at)
Rare tzl

Demand 1.77 1.97

O 3months a.l3 432

Over f months A.l9 8.54

Savrngs 1.55 3.92

Spread (l-2) s.so 5.51

So\rc? aenllol Bonk tif Kct1ro

t0.50

12.36

14.38

14.42

r3.94

13.62

1/148

13.6t

4.64

237

9.76

4.96

100

s.33

r2.50

'i1.65

15.70

t5.ao

14.64

14.55

15.t6

14.14

9-44

2.59

11.o8

9.50

4.O1

4.95

't3.oo

13.14

15.9'7

16.67

I5.45

16.74

17.52

r6.25

lI.4a

2.45

12.56

.92

5.ll

5-37

)2.75

12.6'7

r5 75

r6.62

't6.9t

16 83

1't.69

l6lB

i,24

2.62

12.28

12.O1

3.5'l

5.67

]l25

1t.45

ro.32

ro.39

16.49

t5.75

17.72

16.59

'1o.45

2.90

11.27

lt.o4

1.25

6.44

n.25

I.2t

963

1o.03

16.64

15.38

17.56

r6.33

lo.o5

265

ro.65

ro.73

4.OB

6.59

1o.75

ro.68

9.11

957

r6.4]

15.'lo

17.21

16.19

9.76

2.54

totl

ro.59

4.O2

6.4

r0.o0

to.t4

a5l

9.t5

I5.55

14.o8

16.33

t5.61

a.a7

2.O7

8.92

9.93

3.66

6.74

I

'13.o0

13 42

r6.68

16.86

I6.24

15.9?

r6.82

r5.90

IO.52

2.57

12 o8

11.27

3.90

si6

10.75

ro.6B

888

9.13

15.?6

1429

)6.44

15.67

9.34

2.37

9aa

to4a

r09

6-12

ro.o0

9a6

437

8.59

15.44

1373

16.O'7

15.49

a.70

4.61

3.31

5.74

9.75

9.72

8.21

B.5l

15.24

13.49

t5 a8

15.37

a37

1.92

a.4a

3.76

5.9',1

v. Balrking Soctor d.'velopnrents

The banking scctor remaincd stable ancl
resilient rn the period ending lune 2025, witlr
strong liquidity and capitaladcquacy ratios The
averagccommercial banks' liquidityand capital
adequacy ratios stood at 58.6 percent and 2O.4
percent, respectively in lune 2025. These were
above the minimum statutory lirnits of 2O.O
percent and .!4.5 percent. respectively.

Credit risk remained eievated. wlth the ratio
of gross non-pe rformrng loans (NPLs) to gross
loans standing at ]76 percent rn June 2025, an
increase from'16.4 percent in Dccember 2024.
Cross NPLs incre.ised by Ksh 55.9 b llion or 8.3
percent from Ksh 67?.6.6 billiorr in December
2A21, \o Ksh 728 5 biilion in June 2025. mainly
due to a challengrng busrness environment
The main sectors with increased NPLS were
trade, real estate. personal and household and
tou rism sectors.

Customer deposrts remarned the marn source
of funding to the banking sector, accountrng

for 745 percent of the banking sector's total
liabilities and shareholders funds as at June
2025. This was a slight decrease from 75.O
percent in December 2O24. Customer deposits
increased by Ksh .]08.2 billion or 19 percent
ro Ksh 5,847.8 billion 1n lune 2025, from
Ksh 5,739.6 billlon in December 2024

The Credit Cuarantee Scheme (CCS)

established n December 2O2O cont rnued to
support acid jt onal credit uptake by vulnerable
Micro, Small, and Medium sized Enterprises
(MSMES). As at the end of June 2025, the
seven banks partrcipating in the CCS had
cumulativeiy disbursed quaranteed loans to
MSMEs amounr nq ro Ksh 6.6 billion.

The banking sector is projected to remain
stab e. ln the short and mediLlm term,
interest rate r sk is expected to decline due to
stab lizing interesl rates, while liquidity risk is
projected to remain stable. However, credit risk
and operational risk are expected to remain
elevated.
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East (Charts 3a and 3b). Tlre stabil ty n thc
foreLgn excltilnge market w;ls arge y drivcn ily
clivcrsified forciqrr exchangc nflr:ws including
remittances. earnings from horticLr lt u rc
cxports, and invcstmeats from offshorc banks
as,,^r'ell as growing confidence- n the co!.lntry's
aconomlc outlook

The forcign exchange rl-rarket rema ned stable
in thc first half of 2025 desprte ncreased
global uncCrtainties. cffects of a stronger U S.

do lar and gt:opolltlcal tensions in the M ddLe

Chart 3a: Exchange rates of currencies in the region against the U.S. Dollar
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The CBK forcign exr,h,rngc reservcs rcrnainecl
adequaLc Offic a forcrgn cxchanq;c rcserves
stood .rt USD 1,l.877 rnil ion (5 2 rnont hs of
rmport aovcr as at end lunc 2025) and conlrn uc

to provrdc .n .ra.lcquate lfulfcr against short
tcrm shocks rT tlte foreign cxchange rnarkcL
(Chart 3c)
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Chart 3c: CBK Gross Foreign Exchange Reserves

Chart 4: Components of the Current Account Balance (Percent of GDP,
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vii.Balance of Payments
Oevelopments

The current account deficit was estimated at
].6 percent of CDp in the twelve months to
June 2025, compared to l.8 percent of CDP
in a similar period in 2024, fhe narrowing
of the current account deficit was mainly
attributed to resilient goods exports and
diaspora remittances. Coods imports grew
by 9.9 percent in the '12 months to June
2025, and by 8.3 percent in the first half of
2025 period, supporting domestic economic
activity and mainly reflecting higher imports
of crude materials, animal and vegetable
oils, manufactured goods and lncrease in
intermediate imports, especially industrial
supplies, machinery, and transport equipment
(chart 4 and Table 41.

Oil imports decreased by 9.4 percent in the 12

months to June 2025 on account of relatively
lower international oil prices, The value of
merchandise exports g rew by 77 percent in
the 12 months to June 2025, and by 3.9 percent
in the first half of 2025, supported by demand
from traditional markets and commodity
prices. Earnings from horticulture, coffee,

manufactured goods, and apparel supported
export growth, despite the reduction in
tea, chemicals, and re-exports. The increase
in horticulture earnings is supported by
demand from the traditional markets while
manufactured exports to the regional market
have increased despite a decline in selected
EAC markets. Exports to Africa accounted for
55.8 percent, with COMESAand the EAC region
accounting for 3.l,5 percent and 33.8 percent,
respectlvely. UAE, China, and lndia were the
major sources of imports, accounting for 221
percent, 19.8 percent, and 8.7 percent of total
imports, respectively ffab|e 51.

The balance on secondary income improved
supported by record remitt'ance inflows. which
accounted for 5.7 percent of cDP in the twelve
months to June 2025. Remittance inflows
in the year to June 2025 totaled USD 5,084
mlllion compared ro USD 4,535 million in the
same period in 2024, an increase of 12.'l percent.
Service exports improved from a growth of ].8
percent in the 12 months to lune 2024 lo a
g rowth of 24.4 percenl in the]2 months to June
2025, supported by resilient travel receipts but
moderated by services payments especially for
transport.

CENIRAT BANI( OF KENYA
MONETANY POIICY STATEM€I'IT JUN€ 2025
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Table 4: Annual Balance of payments (Percent of 6DP)

2023 2024 est 12 months to
)une 2024

12 months to
June 2025

Current account

l.l Trade balance

Goods exports, f.o.b

Tea

Horticu lture
Manufactu red Coods

Reexports

Other
coods imports, f.o,b

Oil Products
Other

Machinery and Transport
I.2 Services balance

Servrces Credit

Tra nsport
Travel

SerYices Debit
Transport

Goods and services Balance

I.3 Primary income, Balance

Credit

Debit

1.4 secondary income

Credit

Remittances

Debit

Capital account

Financlal Account

Foreign Direct investment

Portfolio investment

Other invest ment

SirLf.:. a,Yrr.r'8ir:,; i)l n' t1.o

(2.s)

(8.8)

lo.2

1.2

o.9

o6
3.9

l9.l
7.5

11.5

3.O

1.4

6.6

1.8

2.6

s.2

1.6

(7.s)

0.7)

1.9

6.5

6.6

3.9

o.I

o.l

0.7)

(o.3)

o.5

0.e)

n.3)

(8.r)

lo.4
1.2

o.9

o.5

1.3

3.5

18.5

5.4

11.7

3.6

2,O

6.7

1,8

2.9

4.7
1.6

(6.U

0.s)

4.2

l.a

6.3

6.4

4.1

o,o

o.2

(1.81

(o.2)

o.2

(1.9)

0.8)

{8.s)

I.O
1.3

o.9

o.6

4.6

3.6

I9.5

7.4

L7
3.4

I.8
6.7

1.7

4.9
1.6

(6.81

0.71

o.2

1.9

6,7

6.7

4.2

o.l

o.I

(o.s)

(o.2)

to.t)

(o.2)

0.6)

(7.8)

9.6

1.O

o9
o.5

3.3

3.9

17.4

5.7

11.7

3.6

I.A

6.1

1.7

4.3

1.5

(6.01

0.31

o.3

1.6

5.7

5.7

3.8

o.o

o.2

(3.21

(o.3)

112)
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Table 5: Kenya's Direction of Trade
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viii. EconomicCrowtl')

Economic growth decelerated to 4.7 percent
in 2A24 frcm a revised growth of 57 percent
tn 2023. Crowth was largely constralned by
the contractron of construction and mir.rinq
and quarryinq sectors, and a deceleration in
growth across key sectors of the cconomy.
The agriculture sector remained rcsilient in
2024, though growth slowed to 4.6 percent
compared to 6.6 percent rn 2023. lt contributcd
O.8 percentage points to overall CDP growth.
Broadly. the servrces sector growth moderated
to 6.0 percent in 2A2a from 70 percent in
2023 and contributed 3.4 percentage points
to real CDp growth. Al sectors recorded a

slowdown in growth except wholosale and
retarl tradc, publrc administration, cducation,
health, socral sectors, and taxes on products.
Meanwhi e, growth of tldustry was subduecl at

O.8 pe rcent in 2024 compated to 2.0 percent
in 2023. The s owdown was mainly attributed
to contraction of construction, and mtning
and quarrying sectors by O7 percent and -9.2
percent. respectively. Moreover. electricity and
water supply sector growth sloweci down to
1.9 pcrcent from 3.2 percent in 2023. Howevcr,
the manufacturlng sector improved and grew
by 2.8 percent compared to 2.2 percent rn

2023. mainly supported by increased agro-
processing

The economy remained resilient in the first
quarter of 2025, with rcal CDP growth holding
steady at 4.9 percent. unchanged from the
corresponding period in 2a24. Thls reflected
st rong performance of ag ricu ltu re and recovery
in industri,ll activlty, particularly construction
Oable 6 and Chart 5).

Table 6: Kenya's Real GDP Growth across the Main sectors (Percent)

2O21Q12O24Q3zo24Q2 2O25Qt2O24Q1M.in Sectorg 2O2I Annual 2o24 annual

I agncurture 66 t 5

2 Non Agrlculture (o/w) 5 5 47

2l lnduslry 20 Oa

2.2 Services 7O 60

2.3 Taxes on products 32 t;4

Qea CDP Cro\&th S-'7 1-7
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Chart 5: Contribution to Real GDP (Percentage Points)
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THE ECONOMIC ENVIRONMENT AND OUTLOOK IN 20/25120.26

lnternational Economic
Environment

According to the July 2025 update of the
IMF WorTd Economic Outlook (WEO), qlobal
growth is proJected at 3.O percent in 2025 and
3.'l percent n 2026, reflecting upward revisions
of 0.2 and 0.1 percentage points, respectively,
from the April 2025 WEO. Nonetheless, growth
remains below the historical average of 3.7
percent recorded between 2O0O and 2O]9.

Crowth in the advanced economies is protected
to grow at l.5 percent in 2025 and moderate
to 1.6 percent ia 2a?6. The growth outlook
for the U.S. was revised upward to 1 9 percent
in 2025 and 2.O percent in 2026, reflecting
in part improving consumer spending and
investments amid greater policy uncertainty
and trade tensions. The Euro Area growth
in 2025 is projected at LO pcrcent and 1.2

percent, mainly driven by improved economic
activity across the region. The UK and Japan
are prolected to grow by 

,l.2 percent and O.7
percent, respectively in 2025.

ln the emerging market and developing
economies, growth is expected to remain
stable at 4l percent and 4.0 percenl n 2025
and 2026, an upward revision of 0.4 percentage
points in the WEo for July 2025 compared
to the April 2025 WEO. The revision reflects
resilient activity in Asia particularly China and
lndia. However, economic prospects in the
region are expected to be subdued as the full
impact of tariffs materializes. ln sub- Saharan
Africa (SSA), economic growth is prolected
at 4.0 percent in 2025 and to improve to 4.3
percent in 2026. The forecast for 2025 in the
July 2025 WEO is 0.2 percentage points higher
relative to the projection in April 2025 WEO.
Nrgeria and South Africa are expected to
grow by 3.4 percent and l.O percent in 2025,
respectively. Kenya's growth is expected to
remain above the global and Sub-Saharan
Africa (SSA) averages in 2025.

Clobal financial market conditions remained
volatile. The equity market exhibited volatility
while government bond yield spreads in
ma.jor economies declined on expectations
that rising tariffs and reta iatory actrons
would hurt corporate earnings and Slow the
global economy. Central banks in thc ma]or
economies have continued to lower their
interest rates, but at a different pace depending
on their inflation and growth outlooks. The
ECB has so far lowered interest rates by lSO

basis points, the Bank of England by 75 b,asis
points. and the US Fed by 75 basis points. The
Bank of England lowered its policy rate by 25
basis points in the meetings of May 7, while the
US Fed retained its poiicy rate during the May
and June meetinqs due to uncertainty from
trade tensions.

Clobal headline inflation has moderated but
is pro.lected to decline more slowly in 2025
and 2Q26 than previously anticipated, mainly
due to the impact of higher import tariffs.
lnternationaJ oil prices eascd on account
of increased supply from OPEC* countries
and subdued global demand, but the risk
of potential volatility remains elevated due
to higher tariffs on imports, and persistent
geopolitical tensions. However, global food
inflation rose slightly in lune 2025, driven by
elevated ed ible oil prlces. Key risks to the global
growth outlook include heightened trade
policy uncertainty, escalating geopo itical
tensions particularlv in the Middle East and
the Russia-U krai ne conflict-and the possibility
of higher-than' expected inflarion, which could
prompt more restrictive monetary policy and
increase volatility in financial markets.

I

I
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Table 7: Growth Performance and Outlook for the Global Economy (Percent)

Actual Estimate Projections

country/Region

world Output

Advanced Economies

United States

Euro a rea

Japan

United Kingdom

Emerging Market and Developing €conomies

Emerging and Developing Asia

China

lndia

Emerging and Developing Europe

Russia

Latin America and the Caribbean

Brazil

Sub-saharan Africa

Nigeria

South Africa

Middle East and North Africa

\aut.c lMl: wotld Ecdtlonitc ()Ltlloak

zo2i
3.5

'1.8

2.9

o.5

1.4

o.4

4.7

6.i

5.4

9.2

3.6

4.1

2.4

3.6

2.9

o.8

2,4

2024

5.3

I.a

2.4

o.9

o.2

t.t

43
5.3

5.0

6.5

3.5

4.3

2.4

3.4

4.O

3.4

o.5

2.4

2025

3.O

l5
1.9

t.o

o.7

1.2

4,1

5.i

4.8

6.4

'1.8

0.9

2.2

') '.,

4.O

3.4

l.o

3.4

20?6

3.t

'1.6

2.O

1.2

o.5

1.4

4.O

4.7

4.2

6.4

2_2

't.o

2.4

2.1

4,3
-4, -)

't.3

3.5

ii. Do nr L-st ic Economic E nvr ro n nr,-r n t near term. driven by modest rncrease rn core
inflation and non'core rnflation, reflecting
impact of monetary polrcy easir.rg and seasonal
factors, respectively. However, this increase is
not expected to breach the tolerance range
of 512.5 perccnt around the target. lnflation
is expectcd to remain anchored around the
midpoint of the target band in the second
quarter of 2026, supported by expected easing
food prices. stable energy prices attributed to
projected stabllity n lnterr'rational oil prices
ar'rd a stable exchange rate.

This outlook is subject to risks which are
mainly trlted to the downside. These include
uncertainty around expected weather
patterns, the evolution of international oil
prices, herghtcned geopolitical tensions and
Iradc wars which could potentially disrupt
supply chains and impact commodity prices
negatively

(TNIRA{ fJANI{ Of KENYA

Economrc growth is estimated to be higher in
2025 comparcd to 2024, supported by rccovcry
of the agricultLrre and the industrial sector
through the planned ir]crease in deve opment
spending n FY2O25126, and envisaged
recovery of growlh in private s€ctor credit
with the easing of monetary policy stance
The downside risks to growth outlook include
the contrnued geopolrtical conflicts that could
disrupt supply chains, uncertainty associated
with the US protectionist policies, impact of
tanffs and subdued global demand.

The macroeconomic environment rs expected
to remain stable, with overal inf ationexpected
to re'narn below t he mcd,Jfi' term target in
the near-tern.]. supported by muted demand
and prudent mor]etary policy decisions (Chart
61. lt is pro.Jected to increase modestly in lhe
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The foreign exchange market is expected to
remain stable, supported by the narrowing of
the current account deficit which is expected
to remain relatively stable at ,l.5 percent of
CDP in 2025 compared to 1.3 percent of CDP
in 2024. mainly reflecting contlnued growth
in goods exports, increase in services recelpts,
and resilient remrttance inflows The CBK
foreign exchange reserves are projected to
remain adequatc in 2025. consistent with the
positive outlook of the balance of payments.
The reserves will continue to provide a buffer
aga inst externalshocks in the foreig n exchange
market The coordinatlon of monetary and
fiscal policies will also suppor t mac,oeconomic
sta bility.

The CEOS and Market Perceptions Surveys
conducted ln thefirst halfof2025ahead of the
MPC meetings revealed continued optimism
about economic growth prospects tor 2025.
Respondents attrrbuted this optimism largely
to the stable macroeconomic cnvironment
reflected in the low inflation. stability in the
exchange rate, and the continued strong
performance of the agriculture sector
Nevertheless, respondents' concerns included
the subdued consumer demand. high cost
of doing business, and increased global

uncertainties attributed to higher tariffs
and geopolitical tensions Surveys of the
Agriculture sector conducted in the period
revealed expectatrons of increased output
for most agricultural products on account of
mproved weather conditions. Howcver, there

wero concerns about unpredictable weather
conditions, competition from imports, and
rncreased costs of labor, and transport nputs
such as seeds and fertilrzers.

The overall fiscal def cit including grants
amounted to Ksh l,Oll 2 billion (5.8 percent
of CDp) against a target of Ksh 1,Ol2.3 billion
(5.8 percent of CDP) by end of June 2025.
Total revenue including grants increased by
8 3 percenr ro Ksh 2,95].9 billion in June 2025
compared with a growth of 14.3 perccnt by
end June 7021. Over the same period, total
expenditures and net lending increased by
9.9 percent to KSh 3,9631 billion. Nonetheless,
both total revcnucs and total expenditure were
below their respective targets. The Covernment
remains committed to fiscal consolidation
over the medium term to reduce debt-re ated
vulnerabilities. The fiscal deficit is projected
to decline fronr 5.8 percent of CDP in the FY

2021/25 to 2.7 percenr of CDP by FY 2078/29.

Chart 6: Headline lnflation Outlook: August 2025 - June 2026 (Percentl
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DIRECTION OF MONETARY POLTCY INFY2O2SI25

Pricc stabrlity w ll be the overriding oblect vc of nronetcrry pol cy ir.r thc FY2O25/26 Monctary policy
forrnLrlation and irrplcmentation w ll airn at m;intaining ovc.ral r'rFlation within the tilrget range
of 5 i2.5 pcrcent.

Table 8: Outlook for Key Macro-Economic lndicators

2O2S P.oj202j2 2023 2024

Real CDP growlh (YoY, percent)

Overall lnflation (YoY, percent) end period

CLrrrent Account defrcit lPorcent of CDP)

Exporrs of Coods and Services {Percent of CDP)

lmpo/rs of Ooods and Servrces (percent of CDP)

Private sector creclit growth (YoY. percent)

19

9.1

.1.2

ts.9

243

12.5

5.7

6.5

.25

16.8

243

13.9

1.7

3.O

1.3

1'/ \

23.2

14

5.2

50

1.5

l5 9

21.6

62

Fy 2022/23 F\ 2O23i?1 Fr 2021/25 FY2O25|26

Fiscal Deficit (Percent of CDP)
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5.5 5.3 5a

The Bar'rk wrll colltir]ue to rmplr.ment
measures outlrned fi] th('' Wl-Trte pape r,

towards rnodernrzat on of thc monetary po icy
f ra rT]cwor k and operations lrnplementation
of thc intcrest rate corridor franrcwork wi I

ensLrre marntcnance of the rntcrtr.lnk intcrest
ratc within a prcscribccl brancl/corridor arourrd
thc CBR and srrbsequent y enhancc' the
transmissron of monetary polrcy to the short-
term rnterL\st ratcs

Thc bank ng sector is projccted to rcmain
stable ar]d resrlie nt Pr va[e sector crcd]t growth
is expected to prck up orl the back of rnrproved
economrc condrtror'rs, witlr the easir]q of
monctary policy stancc and rnprovcd llqurdrty
posrl ror.ls i)y banks

Thc pr cc stab lity oblectrve and growtll in
monetary aggrcgates are sublcct to Sks
emanatinct fror-]] both thc domestic and
global fronts On ti.'rL' external front, the key
do^ rs d{' 'is,.s ircludc' pC,rsr\le1l rrrce'tainly
duc to trade tcnsions. geopolrtrc.l tensrcrls
and thcrr potential lmpact on lnternational
oil prlccs;lnd global supply chains Domcstic
m.rcroeconornic developn-tcnts wrll thcreforc
be closc y nronitorcd considcring these
r sks, to provrdc' neccssary rcviews to rnform
th€' decision-making proccss n the MPC.
Aclc.lrtional y. the CBK w I cont nuc to monitor
tl-rc c.conornrc rmpact ilnd lhe outcomes of
po rcy mc!-rsurcs put in p arcc as wc I as otirer
devclopmcnts in thc domcst c .rnd qlobal
econom cs to s:rteguard prlcc stabil ty
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ANNEX

EVENTS OF PARTICULAR RELEVANCE TO MONETARY POLICY (]ANUARY .

luNE 2O2s)

February
2025

CBR reduced to 10.75 percent from ll.25 percent

April 2025

Cash Reserve Ratio (CRR) reduced from 4.25 percent to 3.25 percent.

CBR reduced to IO.OO percent from ]0.75 percent.

The width of the lnterest Rate Corridor around the CBR reduced to t75 basis
points from 1l5o basis points

The applicable interest rate on the Discount Window adjusted to 75 basis points
above CBR (upper bound ofthe interest rate corridor) from 3OO basis points.

Release of the A pril2O2S lMF World Economic Outlook update showing that
global output expanded by 3.3 percent in 2024- Crowth was projected to
moderate to 2.8 percent in 2025 and 3.0 percent in 2026. Clobal headline inflation
was expected to decline to 4.3 percent in 2025 from 5.7 percent in2024, and
further to 3.6 percent in 2026.

lmplementation of Tariffs on US import

CBR reduced to 9.75 percent from]O.OO percent.June 2025
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GLOSSARY OF KEY TERMS

OVERALL iNFLATION

Overall rnflation is a measure of price change
in the economy calculatcd as the weighted
year-on year movement of the indlccs of the
prices charged to consumers of the goods and
services in a rcpresentat ve basket established
in a base year. The indrces are derived from
data collected monthly by the Kenya National
Brl reau of Stat istrcs

RESFRVE tvlON EY

Reserve Money rs computed as tl're CBK'S
rronctary I abililies co-lp'is ng cur.ency ia
circulation (currency outside banks and cash
held by commercial banks in their tills) and
deposits of botlr commercial banks and non-
bank financial lnst tutions (NBFls) held by the
CBK. lt excludes Covernmcnt deposits.

MONEY S(JPPLY

Moncy supply is the sum of currency outside
banks and deposit iabilities of commercial
banks Deposit liabilities are defined in narrower
and broader senses as follows: narrow'money
(M1); broad money (M2), and extended broad
money (M3). These aggregates are computed
as follows:

N a rrow Money

MO: Currency outside the banktng system
Ml: MO * demand deposits of banks (or
depository corporations).

Broacl Money

M2: Ml * quasi (long term) money deposits i.e.

time and savings deposits of banks and non-
bank financial instilutions.

Extendecl Flroad Money

M3: M2 + resldents' foreig n currcncy deposits

Overall t-iq u id ity

L: lV3 * non-bank holdings of Covernment
Paper This howcver, is not a monetary
aggregate.
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