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oErEcTrvEs oF THE CENTRAL BANK OF KEIYYA

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

PRINCIPAL O&IECTIVES

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

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

SECONDARY O&'ECTIVES

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

Formulate and implement foreign exchange policy

Hold and manage its foreign exchange reserves

License and supervise authorised dealers in the money market

Promote the smooth operation of payments, clearing and
settlement systems

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

6. Issue currency notes and coins
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It is estimated that real GDP grew at 0.7% per

annum in the first eleven months of 7002

comparedwith l.l%inthe irrgperiod

of 2001. The l}month underlving inflation

increased to 3.0o/o in January 2003 from 2.4Yo

in December 7002. The 12.month overall

inflation also increased to 6.5% from 4.1% in

the same period. The increase in inflation was

mainlyattributed to increases in the intemational

prices of petroleum and related products and

domestic prices of basic foods due to normal

seasonal weather patterns.

Interest rate for the 9ldayTreasurybillwas 8.4%

in January 2003 and December 2002. Monery

euppln M3X increased by L0.2Yo in the year to

December 2002 compared wirh 2.3Yo increase

over a similar period in 2001. The increase was

attributed to increase in both net foreign assets

(NFA) and net domestic assets (NDA) of the

bankingsystem.

Assets of the f,anlring sector increased bv IGh

30.1bn or 1.lYo to lGh 457.7bn at the end of

December 2002 from Ksh 427.5bn atthe end of

December 2001. Nonaerfiorming loans (NPIs),

net of interest in suspense, were estimated at XGh

79.9bn ot 3l.5Yo of the total loans in December

2002, compared with IGh 75.6bn or 30.9% in

December 2001. Provisions for the NPI-s

increased from IGh 30.3bn in December 2001

to xGh 32.0bn in Decembet2002. Adjusted for

the provibions and the value of securities held by

the banking sector estimat€d at IGh 43.4bn, banls

were covered in orcess of Ksh 6.8bn.

Gorrcrnment budgetary operations during the

frrst half of ffscal year ?N2/ 03 result€d in a deficit,

on a commitmentbasis, of XGh 20.6bn or?.L%o

of estimated GDP compared with a deficit of IGh

8.4bn in a similar period in the prwious fiscal

year. The stock of public debt increased to Ksh

629.5bn in December 2007 from IGh 613.8bn

in June 2002. The increase was entirely in

domestic debt as ortemal debt dedined.

The lGnya shilling appreciated against the US

dollar to errchange at Ksh 77.7 inJanuary 2003

from IGh 79.5 in December 2002. The bdane
of paymentr strengthened to US$ 76m surplus

in 2002 from a US$ 22m surplus in 2001.

Foreign exchange neEenrrs of the Central Bank

consequendy increased to US$ 1,067m or 3.3

months of impot cover at the end of December

2002 compared with US$ 1,06,+m at the end of
December 2001.

2 Kenya Monthly Economic Review, February 20A3
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INDICATOR

1. POPULATION

People in Mllions

Growth (%)

2. NATIONA ACCOUNTS
GDP tvlarket Prices (Ksh bn)

GDP at Factor Cost (US$M):

At Current Prices

At Constant 1982 Prices

RealGDP Growth (%)

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

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

5. CONSUMER PRICE tNFLATION (URBAl,l)

Average Annual lnflation

Twelve-m onth lnflation

6. STOCK MARKET

Nairobi Stock Exchange Price lndex (1966=100)

Trade Turnover (o/ol

7. GOVERNMENT BUDGET (Ksh bn)"'
Revenue and Grants

Expenditure

Budget Deficit (-)/ Surplus (+)

Budget Deficit ( % of GDP)

8. MONEY AND CREDIT (Ksh bn)(end period)
lvloney Supply (M3Xr)

lvbney Supply (M3X)

Reserve lvbney

Total Domestic Credit
Government

Others

9. BALAIICE OF PAYMENTS (US$ m)

Overall Balance

Current Account

Capital and Financial Account

10. FOREIGN EXCHAI.IGE RESERVES (US$ m)

Official"'-
Months of imporls

Commercial banks & public

11. PUBLIC DEBT (US$ bn)
Domestic

As % of GDP

External

As % of GDP
12. EXCHANGE RATE (Ksh/US$) (AIINUAL AVERAGE)
' Prorisional.

1997 1998 1999 2000 2001'

28.1

2.5

623

9120

9'.!24

2.4

327

t0.s
18.5

9825

9285

1.8

325

9.8

17.4

2962.1

0.4

9090

9417

1.4

322

10.9

16.2

2303.2

30.2

2.1

9005

9393

-0.2

314

7.4

15.4

1913.4

0.2

30.8

2.1

9833

9465

1.2

311

6.5

14.5

1 355.1

o.2

216.4

232.9

-16.5

-2.1

28.8 29.5
2.2

742

2.4

691 796 895

11.2

8.3

6.6

2.5

5.7

10.4

10.0

11.8

5.8

1.6

31 't5.1

0.3 o.2

155.0

159.8

-4.7

-0.8

184.9

195.0

-10.1

-1.6

201.2

197.3

3.8

0.5

182.7

175.2

7.6
't.0

370.6

321.8

75.9

327.4

82.7

244.7

381.3

333.6

75.0

350.6

91.1

260.6

414.4

345.7

79.0

358.5

84.1

274.3

435.5

360.0

77.7

362.1

76.4

285.6

462.1

368.4

79.1

369.1

89.1

280.0

-33

-450

417

1,099

788

(2.5)

311

8.5

2.7

29.2

5.8

64.0

58.8

66

-549

615

1 ,100

783

(2.5)

317

8.7

3.0

30.2

5.7

57.7
60.4

-21

-214

193

1,104

791

(2.e)

313

8.0

2.6

24.5

5.4

50.6

70.3

-8

-288

279

1,398

897

(2.e)

501

7.7

2.5

22.8

5.2

47.9
76.2

22

-398

420

1,459

1 064

(s.2)

395

7.7

2.8

23.9

4.9

41.8
78.6

" Revised to reflect data report€d in Economic Suney 2002.

"' Fiscal year to June 30th.

"" Figur€s in parentheses referto official resenes in months of imports of goods and non-factor seMces.

Sources: Central Bureau of Statistics, Central Bank of Kenya and Nairobi Stock Exchange
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SELECTED MONTHLY ECONOMIC INDICATORS
2001
[bc

2002
Jan

2003

IIICATOR
1. |IG-ATIC{(7.)

Olerall(t.[ban)
12-month

Alerage annual

thder$rU (otorall excludngfood and olprgy)
12-month

Alerage annual

2. TNTTEiTRATES(7C

9ldayTreasurybill
O,erdrafl

3. STMXMAfiUGT
Nairobi Stcck Erchange Price lndex

Trade Turnowr (%)

4. @VERt{tlE{r flIff" (rch bn.}

Rerenue and Granb

Ependiture:
Budgpt tbftcit (-) / Surplus (+)

5. illqrEf AlD CREIT (l(sh bn.)

ilbneySupply(1t/3)ff)

lbneySupply([l13!
Resene ltlbney

Tda! Ibnestic Oedit
Gowmment
PriwteSe@r

6. itq\Ff Af{) CfiEUT 1Pp6! %ctnrUB)
lbney Supply ([A)fi)
ilbneySupply(l/3{
Resene l\lbney

Tel lbnesticOedit
Cowmment
Priwte Seclor

7. BALAIG OF PAYITIENTS (Lllii m)

otoral! Bahnce
CurentAcount Balance

Trade Balance
Capital and Financial Account

8. FORETGN B(CI!cISE RETERVES (tEi $ m)

Oficial"'
lvbnths of impois

Commercial banks

9. PIBLICIET(tls$br)
Domestic

As%of GDP

Extemal

As%of GDP

10. GROGS DOiTEITIC DEBT(l(sh bn)'*'
1 1. AVERAGE E(CTIAIIGE RATE

IGMJS$
lGh/Pound Steding

]Gh/ 100 Yen

lGh/Euro

ilar Jun Sep Oct Nov lbc

0.4

4.8

4.',|

5.3

4.1

5.'l

10.9
't9.3

10.1

18.8

8.1

18.9

8.3

18.6

11.0

20.0

1355.1

0.'t7

8.4

18.6

1362.9 151

0.47 0

1.8

5.8

b

2

2.8

2.3

3.7

4.6

5.0

5.5

'1.9

3.5

1.8

1.8

1.9

1.7

2.7

1.7

4.',|

1.9

1.7

3.7

1.8

3.4

1.9

3.1

2.7

2.9

7.3

18.5

7.6

18.5

1343.0 1183.1

0.15 0.2',1

1082.6 1043.4 1116.4 1'r61.6

0.19 0.36 0.23 0.40

93.8

102.2

AA

't't0.5

122.4

-12.0

142.3

157.6

-15.3

203.3

225.6

-22.3

48.6

57.8

-9.3

499.4

387.4

78.6

354.3

101.6

252.6

u.4
79.3

.14.9

497.7

387.3

77.',|

355.5

103.9

251.6

80.8

98.7

-17.9

't00.1

120.7

-20.6

462.1

368.4

79.1

334.0

89.1

244.9

460.2

360.6
73.6

325.8
u.2

241.7

466.4

366.1

75.8

329.5

88.6

240.8

483.9

378.3

76.9

341.9

94.7

247.2.

8.4

6.7

10.9

5.4

37.9

-3.4

50s.9

395.7

80.6

362.6

108.4

2U.2

13.6

9.6

9.1

5.6

18.4

2.2

521.2

406.0

88.5

365.5

108.5

256.3

12.8

10.2

1't.8

92
21.8

4.9

6.1

2.3

1.8

0.8

16.5

-3.9

78.7

113.2

61.9

70.2

4.3

0.0

3.4

-12
14.9

-5.9

5.7

2.1

8.2

{.6
't6.7

-5.7

78;l
111 .1

59.5

68.4

10.6

8.4

't2.6

7.3

32.5

-0.4

9.5

7.0

6.9

62
23.2

0.5

79.3

123.6

64.0

77.8

42

-11

-83

53

1459

1064

(3 2)

395

7.7

2.8

23.9

4.9

41.8

220.0

-24
-51

-83
27

14/.2

1035

(3.1)

406

7.7

2.8

24.2

4.9

41.5

222.7

25

-67

-1't9

91

1479

1077

(3.4)

402

7.8

2.9

24.9

4.9

41.3

229.2

43
15

-73

28

1 563

1137

(3.6)

427

7.8

3.0

25.6

4.8

41.1

236.0

4
-99

-168

103

1548

1119

(s.5)

429

7.9

3.2

25.5

4.8

38.1

250.8

-.t9

-50

-128
3't

ts34
1096

(3.5)

438

7.9

3.2

25.5

4.7

37.9

251.2

-31

41
-137

1',!

15't 5

1oil
(3.3)

461

7.9

3.2

25.9

4.7

37.7

255.2

20

26

-141

-6

1614
1 067

(3.3)

547

7.9

3.3

26.4

4.6

37.6

259.8

78.6

112.8

59.3

69.5

78.7

116.6

63.7

75.1

78.8

122.5

65.2

77.3

79.6

125.1

65.5

79.7

79.5

126.1

65.1

81.0

77

25.

65

82

' Povisional
*' Cumulatile fiscal year 2001/02 budget out-tum: deficit induding granb and on commitrnent basis.

"* Figures in parentheses refer to official resenes in terms of months of imports of goods and non-bctor serr,rces.
-"'Edudes ]Gh 2,028m lltf disbursemenb onlent to the Covt. bythe CBK, which is included in e{emal public debt.

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

The orcrall inflation remained on an upward

aend orrcr the last four months to January 2003.

This was largely due to increases in the

international prices of petroleum and related

products occasioned by political tensions in the

Middte East. Prices of basic food items,

particularly green groceries, also went up

follon ing poor weather, whicl reduced supplies

in the market Houarrer, the underlying inflation,

which is normally influenced h th. stance of

monetary policy, remained within the 57o target

Owrall Inflation

latesttrends in measures of orrerall inflation are

as follocrs Cfable 1A and Chart 1):

The orrerall l}month inflation increased to

6.5% in January 2003 from 0.'1% in

January 2002 and 4.1% in the year to

December 2Cf.2.

a The orrcrall inflation in January 2003,

measured by the change in the overall

coruumer price inden betrreen December

7,002 and January 2003, was 1.8%

comparedwith 1.3% in December 2002.

o The overall average annual inflation
increased to 2.4% in lanuary 2003 from

1.9% in Decernber 2002.

TABrE rA oVEMLL IilFLATlOll (%)

CHART T

e

3

/

Sourco: Cotrl 8uruu of StrUrdo I Cf,td Brnk gl Kmyr

Thble 18 shows latest trends in prices of selected

commoditi.es orrcr the last three months beginning

November 2002.

tglit m cFlElElB(tqrolrrJNc)

o

Underlying inflation

The underlying inflation, whicl oaludes food

and energy prices and reflects the effect of
monetarypolicy, evoh/ed as follows Clable 2 and

Chart 2):

lThe rate of change in the CPI owr the same month ln the prwtoru

year, oomedmee referred to ar the 'annual' rate of c.hangc.
zPercentage dunge tn the arrcrags CPI for the laut 12 montha or=r

the arrcmge CPI for the prcvioru l?,month pctiod.

2001 202 20!
J.n Jun E.p O.c Jln Jun t.P D.c J.n

't2mon$i tz.O {.6 3.1 1.8 o,a

Arsragaannual2 10.2 to.'l 0.1 5.E 4.!

Ch.ngos o\.r ona mmth 0.0 0.2 4.3 4.2 4.4

Chanoa! o\er 3 month! 1.9 2,3 0.1 {.3 {'t

2.4

2.3

1.2

3.4

r.8

1.E

{.3
.1.0

4.1

t.9

1.3

2.O

i.t
2.4

t.a

t.t

l1(,l0(ltlns)
lUrUoth,lg)
Buil,mpd(lcrfi)
ilr0(lftr,

e.zt

29.c)

s7t)
3tr3

3as

3o2,

s7t
3.13

03
{Ita
ge
ao

2.n
a$
7.a)

i10
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INFLATION

a The underlying 12 month inflation declined

to 3.0o/o in January 2003 from 4.LYo in

January 2002

o The underlnng average annual inflation

declined to 2.8Yo in January 2003 from

5.3% inJanuary 2002

The underlying inflation, measured bvth.
percentage change in the underlying

consumer price indor between December

?.002 and January 2003, however,

increased to 0.8% from 0.67o in December

200?,.

TABLE 2: UNDERLYING IilFLATION (%)

CHART 2

2fi2

F$kAs{ryb!AqSO&t

200!

January 2002 and 4.07o in the year to

December 2002.

The l}month inflation in prices of goods

and services purchased by the Nairobi

middle/upper income group rose to 3.3o/o

in January 2003 from l.2o/o in January
2002 and 3.0o/o in the year to December

2002.

a The l}month inflation in prices of goods

and services purchased by the combined

Nairobi income groups, therefore,
increased a 5.9o/o in the period from 3.8%

in the year to December 20f,.7.

a The l}month inflation in prices of goods

and services purchased h consumers in
other towns also increased to 6.70/o in
January 2003 from l.7o/o inJanuary 200?.

and 4.5o/o in the year to December 2002.

TABLE 3: OVERALL l2.MOllTH INFLATION BY TNCOME

GROUPS(%)

2001

Jan Jun Occ J.n
2003

Oac Jrn
2002

Jun S.p
Nairobr Lower

Nairobi middle/upper

Nairobi Combined

Resl of Urban Towns

o.2

1.5

0.4

2.4

4.5

2.2

4.1

2.1

4.0

3.0

3.8

4.5

6.6

3.3

5.9

6.7

11.5

8.7

10.9

'12 7

1.3

4.6

1.9

6.4

-2.0

1.2

-1,1

1.f

1.6

3.2

1.9

CHART 3

a

o

Sourclr: Cintrd Buroru of Strtirtlcr & Ccnt'.l Ernk of Kcnyr

Inflation by Income Groups

Inflation in January 2003 affected'rarious income

groups as follows Clable 3 and Chart 3):

a The l}month inflation in prices of goods

and services purchased by the Nairobi
lower income group increased to 6.60/o in

January'2003 from negative 2.Oo/o in

2001 2002 2003
J8n Jun Dec Jan Jun SeD Dec Jan

lz-month 5.9

A\,Brage annual 5.2

Changes o\€r onsmonth 0.9

Changos o\,"r 3 months 1.7

4.1

5.3

0.0

0.3

3.7

4.6

0.1

0.9

1.7

3.7

0. 1

0.3

2.7

2.5

0.6

0.9

3.0

2.8

0.8

1.6

5.4 5.0

5.4 s.ls

0.0 0.2

1.2 0.4

R.rto'UfuTffi

3

s6 F.b hr As hy In U tug S.p Orr bv k
NI

In
ilt
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Inflation by Categories of Goods and Outlook

Services
Inflationary pressures experienced in recent

months are not expected to persist since they are

atrributed to transitory factors. Monetary policy

will, horerrcr, remain prudent to ensure that price

stabilityis maintained. The stability in the shilling

exchange rate is also expected to contribute to a

low inflation scenario.

In January 2003, two categories of goods and

services, namely fuel and power; and food and

drinks recorded the highest inflation rates of

10.8% and 8.5% respectively from 7.5% and

5.7o/o in December 2002. Transport and

communications; and recreation and

entertainment activities had inflation of 5.4olo and

5,TYo from 2.4o/o and 7.5o/o respectively, in the

same period. Inflation in the prices of other

categories of goods and services remained below

5olo (fable 4 and Chart 4).

{: BASKET WEIGHTS & OVERATL l2'llONTH
INFLATIO}I, DEC 2002. JAN 2()()3

lncomcoupt' linton(*)
lllou Rdol Contind
Lor mdddrPpr lrdrfomt rdeht Dc

55.7 31.9 s0.2 50.5 5.7 E.5

fi.g 3t.7 I 11.7 3.5 39

1.6 7.3 6.6 6.0 2.5 5.2

5 1.1 6.1 5.0 t.6 2.2

9.2 t.1 9.1 9.0 0.8 l l

5.r 10.2 5.5 5.7 2.1 5.1

3.5 2.2 4.E 4.2 7.5 108

0.9 1.3 2 1.6 4.1 5.4

2.3 r.9 2.6 2.1 1.9 ',l.E

lil$on
G}
to,

IJ

5t

3t

5'

t.0

?2

It

l.i

l.l

-) 0 + 6 t1

F6lE PMr

Food ard Dnr*

Medi@lgoods & seM@s

TB6podAComm

Res & od@lion
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Crrc\ilth in all moneysupply aggpeg:ates accelerated

in the year to December 2002, relative to the

gros'th in the year to December 2001 (Iables 5

and 6 and Chart 5).

Narrow mon€ry, M3, which consists of cutrency

in circulation and the private sector holdings of
shilling denominated deposits with banks

incteased by 8.87o relative to 6.87o arget grouth

and 2.5Yo grovrth in the year to December 2001.

Broad money, M3X, comprising M3 and

residents' forergn currency deposits increased by

TABLE 5: ANNUAL PERCENTAGE CHANGE III MONEY SUPPLY

CHART 5

Source: Central Bank of Kenya

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

up
1/ Broader money, M3XT, comprises M3X and non banking public holding ol Government securllies.
2/ Broader money, M3X, comprises M3 and resldenfs foreign currcncy deposits with local banks.
3/ Broad money, M3, comprises currency outside banking institutions, and all privale and other public sector holdings of
demand savings and time deposirs. ltexcludes central and local Government deposits with banking instilutions.
4/ NFA at constant exchange of Ksh 78.95 to ,he US dollat (Sept. 30th, 2001).
5/ Excludes intercst in suspense.

Sourcc: Ccntnl Brnl of Kdry.

s

2001

Sep Dec Jan

2002

Mar Jun Sep Dec

M3

M3X

M3XT

0.7

1.7

8.1

2.5

2.3

6.1

2.O

0.0

4.3

3.9

2.1

5.7

8.5

6.7

8.4

8.1

8.4

11 .4

8.8

10.2

12.8

&oi6. MoruySuppryOoYlh

Id, !urdyo*lh (Ir)

r6y sumtodrhlru)

15.0

1t.0

1.O

3.0

-1.0

EC N EB M ffi UY .I,t .II' AIJG sEP @I }*U EC
2001 2fii2

Dec.
2001

Dec.
2002

Annual Change
Absolute %

5. Net domestic assets (5.1+5.2)

5.1 Domestic credlt (5.1.1+5.1.2)

5.1.1 Government (net)

Central Bank

Banking institutions

5.1 .2, Privale sector and other public sector 5/

5.2 Other net domesic assets (5-5.1)

6. Reserve money

Currency in circulation

Banking institutions' deposits with CBK

Memorandum items

462.1

368.4

3;22.3

308.7

94.0

75.6

18.4

274.4

33'f .0

89.1

't4.6

74.5

244.9

-s9.6

79.1

53.1,

26.1

521.2

406.0

350.7

338.2

102.1

70.3

31.9

303.9

365.5

108.5

18.0

90.5

256.3

-61.1

88.5

62.5

25.9

59.1

37.6

2E.3

29.5

8.2

-5.3

13.5

29.4

31.5

19.4

3.5

16.0

11.4

-1.5

9.3

9.4

-0.1

123.8 't07.0 -16.8 -13.Treasu bllls outstand

21

2

21

4.7

-2

1. Money supply, M3XT 1l

2. Money supply, M3X (4+5) 2/

3. Moneysupply, M3 3/

Of which: M2

Netforelgn assets 4/

Central Bank

Banking institutions

12.8

10.2

8.8

9.6

8.7

-7 .1

73.

10.

11.8

17.8

-0.5
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MONEY SUPPLY

lO.2% during the period compared with 6.5%

target grouth and 7.3Yo grourttr in the year to

December 2001. As a resulq the ercpansion of

broader money aggregate, M3XT, comprising

M3X and nontank private sector holdings of

Government securities accelerated by 12.8o/o

relative to 10.3% target increase and 6.10lo

increase over a similar period to December 2001.

The expansion in M3X the intermediate money

supply target for monetary policy, over the year

to December 2002 reflected increases in both

NFA and NDA of the banking qptem. The NFA

rose by 8.7o/o in the year entirely due to a build

up in the foreign assets of banking instinrtions as

the Central Bank foreign exchange holdings

declined during the review period. The NDA

increased by l}.7o/oreflecting errpansion of credit

to the Govemmentbyboththe Central Bankand

the banking institutions. Other net domestic

assets of the banking system declined byZ.So/oin

the year to Decembe r }Cf,2 compared with 5 .7o/o

fall in the year to December 2001.

Reserrrc Money

Reserrre money(RM), whicl comprises deposits

of banking instinrtions at the Central Bank and

currency in circulation, increased by 11.8% to XGh

88.5bn in the twelve months to DecemberZA0Z,

which was higher than both the 4.9Yo target

grovvth and 1.87o grorrth in the prwious year

Ctable 7 and Chart 6). The expansion in the RM

was entirely in currency in circulation, whichrose

by 17.8% offsetting a0.5Yo decline in banking

institutions' deposits at the Central Banlc

The ocpansion in reserrr money during the rwiew

period was entirely in the NDA of the Central

Bank, whidr rose by IGh 14.7bn and offset lGh

5.3bn decline inNFA. The decline inNFAwas

attributed to repayment of Govemment foreign

debt coupled with reduced purchases of foreign

exchange in the interbank market Darelopments

in the components of the NDAwere as follows:

Government net position increased bV Ksh

3.5bn to IGh 18.0bn during the review

period relative to a decline of IGh 4.5bn in

the year to December 2001.

a Central Bank net indebtedness to the

commercial banla declined by IGh 14.6bn

reflecting a decline in commercial banks'

repurchase agleements (REPOs) under

open market operations by XGh 8.6bn. At
the same time, overnight advances to

commercial banks by the Cennal bank

increased bv XGh 6.0bn.

Other domestic assets net of other domestic

liabilities declined by K"h 2.9bn compared

with IGh 2.6bn decline in the pranious year.

a

a

TABLE 7: RESERVE ilOt{EY & ITS SOURCES (Krh bn)

CHART 6

B u I E e q r
&.

cax cd5

Souro: Crnbrl &nh of Kcnyr
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2.3 6E Oo(rBstic Asse8 (ret)

75.0

3.5

14.0

-12.E

't.E

79.r

8.1
53.1

70.3

1E.?

16.0

1.6

-1.1

8E.5

25.9

e2.5

€.3
11.7

3.5
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-2.9

9.3
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MONEY SUPPLY

Credit Derrclopments

During the year to December 2@2, net domestic

credit from banking institutions grew by IGh

30.9bn or 9.3o/o, compared with IGh 2.7bn or
0.8% increase in the prwious year. The credit

extended during the year under review was

channeled to the Govemmeng and to the private

and other public sectors.

Credit to the Govemment increased by Ksh

19.,1bn or 21.8o/o. The increase comprised Ksh

3.5bn from the Central Bank and IGh 16.1bn

from commercialbanks.

Credit to the private sector increased bv IGh
11.4bn or 4.8o/o in the year to December 2002,

wholly offsetting O.LYo decline in credit to the

other public sector. On a monthly basis, credit

extended to the private sector increased by0.3%
in October, and 0.9o/o in both November and

December compared with the mixed trends in the

September 2002 quarter.

Analysis of credit extension to various private

sector activities over the twelve.month period to
December 2002 indicates that the banking sector

extended additional loans amounting to IGh
24.2bn to the following sectors: private
households, transport and communication,
finance and insurance, agriculture,
manufacturing, real estate and consumer
durables. However, rrade, business services,

building and construction, mining and quarrying,

and other activities partially offset the increase by

IGh 12.9bn repayment Ctable 8).

TABLE 8: CREDI T0 PRIVATE & OTHER PUBLIC SECTORS
(Krh bn)

' Absolut. .nd parccnttgr changat mty not ncccasarily dd.up du! lo ro!nding

Sourco: Cmtrll Ernt ot (.nyr

200 r

oaemba.
(.i bn Sh.r lI

2002

0.{hb.r
Xrhb^ Shr&

Annu.lCh.n9.

t. Ciadlt to oth., pobllc a.cior

loc!l 0ovarnmcnl

Ptraalalala

L C,.dlt to p,lvala t.ctor
A0rcullur.

Mrnulactunng

Trrdr

Buildine and conslruclpn

Irtnrporl & comhunicaljons

Fhanca t mauranc!

Rcal allaL
Mrnh0.nd quurying

Pryal. hou..hold!

Consumd durtblaa

Buahaai sctoicar

Olhar.ctrYili.r

r. ToIAt (lr2)'

t.0

0t
EO

2ta.l
229

a99

16E

20r
99

r56
202

22

102

53

2tl
6.1

2aa.t

t.t
00
x2

ta.,
93

201

19 I

82

a0

6a

E2

0.9

12
22

il3
25

t00.0

t.0

0l
79

2at.l
2a9

506

11.5

200

167

2rr
2ir
20

tEr
56

2al
2a

,il.!

t.l
00
3l

la.t
9'

19 7

l6.t
78

65

E2

82
OE

70

22

91

06
t00.0

0.0

00

00
I r.a

20

01
.53

.0 I

6E

55

09
.02

79

0a
.36

-37

I l.a

-o.l

a67

,06

a.t

E9

t1
-i11
.03

686

35r
aa

-E6

tl g

EO

.!2 I

.50.3

a.,

Kenya Monthly Economic Review, February 2003 ll



Stnrcnre of the Banking SYstem

The Banking system comprised 44 commercial

banlc, 3 norrbank financial instinrtions (NBFIs),

2 mortgage finance companies, 4 building

societies and 48 forex bureaus at the end of

January 2003 Ctable 9). Six commercial banls

were involved in mergers, which reduced the

number of institutions from 56 inJanuary2002

to 53 in January 2003.

TABLE 9: COITMERCIAL BANKS, NBFIg & FOREIGN EXCHANGE

BUREAUS

Sourca: Cantrd 8.nk of Xrnyr

Assets and Adrrancee

Total assets of the banking system increased to

Y.,sh 467.2bn in December 2002 from Ksh

42?.5br. in December 2001. Total loans and

advances, which accounted f.or 55% of total

assets, increased by K"h 11.1bn to lGh 755.7btr

in December 2002 from Ksh 244.6bn in

December 2O0l Oable 10).The increase intotal

adnances was mainly on account of increased

tending to ransport and communication, ftnance

and insurance and private households.

TABLE 10: SELECTED ASSETS OF THE BAt{Kll{G

INSTITUTIONS (Ksh bn)

and percenlage may not up lo rounding

" I ncl udo s into b ank b al a nce s.

SourcG: C.ntral B.nh of KenYl

Other Assets

Govemment securities held by banks increased

h 8.5% to Ksh 98.1bn in December 2002 from

IGh 89.6bn in December 2001, and accounted

for Llo/oof the total assets. Cash deposited with

the Cenral Bankdecreased to IGh 25.5bn from

Ksh 29.?bn and accounted for 6Yo of the total

irssets.

Asset Quditv

At the end of December, 2002 the lerrclof NPls

was estimated at IGh ?7.3bn or 30.2Vo of total

loans, compared with IGh 75.6bn or 30.9% of

total loans in December 2001 (table 11). The

NPLs were mainly concentrated in ten

institutions, whose NPIs amounted to lGh

46.4bn or 58% of the industry's total. The level

of provisions increased from XGh 30.3bn in

December 2001 to XGh 31.8bn in December

2002. On average, the banking sector was

adequately cushioned against the NPI-s as the

estimatedvalue of securities increased from lGh

36.5bn in December 2001 to lGh 43.4bn in

December 20f.7.

Dcc Chengc'
2002 Ab.olutc

Dac
2001

.h

ASSETS

Loans and Ad\ances

Go\emment Securitie3

Balances at Central Bank

Fixed Assets

Other Assets

31.7

11.1

8.5

{.0
0.0
8.2

12f .5

244.6

89.6

29.7

18.1

23.5

182.2

255.7

98.1

25.7

18.2

31.7

0.1

0.0

0.1

{.1
0.0

0.3

Jrn-2001 Jrn-2002lnrtlhrtlon/Bu]!au

(a) Operaling
(b) Und6r Cerrral Bar* sbtlory rnalrBge.nert

t'lolber* FirErEial lBtitnions
(a) Op€raling
(b) Urder Cerlral Ba* statlory rnanag€rnert

44
44
0
4
2
3
3

53

48

47
46

,l

4
2
3
3

56

47

Corn nercial Bar*s

Societiss
FinarEe Comparies
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BA NKI NG SECTO R DE YELOPM ENTS

Doc{rl O.c{n
1. TdalAddE€s
Z Specfrcftor/binE

3. Garsalftoviskrs
4. TdalProMskns (2+3)

5. t€tAd\arEes(14)
6. Totd lElP€rb.rirE l-sE (t€Ls)-
7. tgt tlqlP6rfornim LGns (S2)

8. Vdt.Ecfceui0€s(e6tknat€d)

9. l$Eecuo(ru)
10. Totd l9ts as o/odtotal LEns (d1)

11. Tobl Pro/siqs as % dtobl loarB (41)

12. Frecu€ a6 06 caEd loarE (91)

255.7

n.4
z4

31.8

?z3.9

n.3
47.9

€.4
4.5

n.2/o
12.4o/o

1.tr/o

24/'.6

27.7

2.6

30.3

214.3

75.6

47.9

s.5
11.4

fi.9/o
12.4o/o

4.7/o

TABLE 11: ilOt{.PERFORlillilG LOAiIS'(t{PLr) & PROVISIONS
(lrbh bn)

l61s tnMlpldnitg b6ns (/Pts.l

Soutc.: Catfd 8!nk ot Kdryr

Deposit Liabilities

Deposits, including interbank deposits and

accrued interest held by banking instinrtions,

increased by9.3Yoto Ksh 360.7bn in December

2002 from Ksh 330.0bn in December 2001. The

largest ten commercial banks accounted for

77.5Yo of all deposits with the banking st6tem.

Capital and Reserrrcs

Capital and reserves of the banking system

decreased by Ll.?o/oto lGh 56.5bn in December

2002 from IGh 63.9bn in December 2001 Cfabh

12). The level of capitalisation as measured by

the ratio of total capital to total riskweighted

irssets ratio decreased to 16.50/o at the end of
December ?.002 from 17.9o/o at the end of
December 2001, butwaswell aborre the minimum

requirementof l7o/o.

TABLE 12: SELECTED L!{BlLlTlES OF THE BAI{KING
lilSTIrUT0t{S (Krh bn)

'Absoluto and potcontage chenges may nol nec6ssadly add up due to rcunding.
" I nclude s lnloft an k b ala nces.

Sourca: Calfd &nl ot lfuiya

Profitability of the Sector

Unaudited pre,tix profia decreased by 11.17o to

IGh 8.8bn for the nrelve months to December

2002 ftrom IGh 9.9bn for a similar period in 2001.

The deterioration in the banking sector

profitability was mainly attributed to reduced

interest income from adnances.

Building Societies

Total assets and deposits of building societies

were IGh 9.2bn and IGh 7.6bn, respectirrcly, while

toal adrances amounted to IGh 3.0bn atthe end

of December2002. Income stood at lGh 1.4bn

while total expenses stood at lGh 1.1bn, giving a

pretaxprofitof IGh0.3bn for the nvelve monttrs

ending December 2002.

Cash and Liquidity Ratios of
Commercial Banls and NBF'Is

Deposit taking institutions continued to obserrre

both the minimum starutory 20% liquidity and

the 10% cash ratio requirements in November

and December 2002 Clable 13 and Chart ?).

D.c
m0r

O.c Annurl Chrng.'
2002 Abllut %

LIAEILITIES
Dsposits"
Capital and Rese^€g
ForBign Liabiliti€s
Other Liabilitiss

383.6
3i10.0

63.9
8.6

25.0

lo1.0
359.9
55,8
4.0

37.9

3t.3
29.9
€.1
4.5
12.9

r0.5
9.1

-12.7
-s2.8

51.7
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BA N KI NG SECTO R DEYELOP M ENTS

D.c Jan Jun Er Drc Jrn

A\,.r9gc Llquidlty
Minimum Liquidity
Cash Ratlo - All Banks
Mlnlmum CaBh Ratio"
3F13
Awrago Liquidity
Minimum Liquldity
Ca8h Retio
Minlmum Cash Ratio"

11 ao tl6 41 43 11

20 20 20 20 20 20
9.8 9.9 9.7 9.5 9.1 9.0
r0 10 10 10 10 10

56 57 59 59 52 58
20 20 20 20 20 20 20

10.5 10.9 11.0 11.8 12.5 13.0 14.3
10 r0 10 10 10 10 10

I 8rnk.o

20

10
I

TABLE 13: CASH Al{D LICIUDIY RATIOS'(%}

aroraar c[lr nllor
'CoiirrcLl !.nlt rrd ll!fl. ilrltobrrr lcilnlghtlr an lrtrle. ol

to.i c.th irtlo rnd I dtll, nlntnln ol at(. Th. nqulEn.nl
b.c.m. .ft cllv. ttom ttl Octob.r 2000.

CHART 7

Sourcr: Cotsrl 8uk o, Kfryr

Liquidity Ratios

Crcmmetcial banls and NBFIs continued to hold

liquid asseslargelyin cashbalances at the C-entral

Bank and Gorcrnment sectrities comprisir,g both

Treasury bills and bonds. The arrcrage [quidity

ratio for banls incteased from 43% in Nqrcmber

to 44% in December z@Z,while that for NBFIs

increased ftom 53% to 56i6 over the same

pedod.

The average liquidity ratio for building societies

and mortgage finance companies remained

unctranged at 50Vo and 3196, respectirrcly, in

December 2002.

Cash Ratios

The average cash ratio for commercial banks

increased to9.So/oinJanuary2003 from 9.1% in

December 2@2 while that forNBFIs increased

to l4.3Yo from 13.07o during the same period., r hCfrrl. Llqt*f,

IlnitM

Adul Crh RrUo

I N FEB [.TIR APR TIAY tr,il .II. AE SEP Ofi TOV DEC JIN

,t5

2!0!

{5

35

a
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Interest rates movements between December

2002 andJanuary 2003 were mixed as follorvs:

The 91day Treasury bill rate remained

unchanged * 8.4o/o while the 182day

Treasury bill rate declined to 8.7% from

8.8% in December 2002 (Thble 14 and

Chart 8).

o The interbankrate rose to 9.0o/o from 8.7%

over the same period indicating tighter

liquidity in the ovemight money market.

o The average rate on 3 months time deposits

eased to 5.4o/o in December from 5.60/o in

November.

TABLE l{: |I{TEREST RATES (% per annun)

'notrlnary Ul ,i

CHART 8

Soom: Crntsd&nhollhnyr

The average rate on savings declined to

3.5Vo in December from 3.8o/o in
November 7002.

a

a

The average lending rate increased from 18.0%

in Norrcmber to 18.3olo in Decemb er 2002while

the average deposit rate remained unchanged at

4.7"/o. Consequendy, the average interest rate

spread widened from 13.3% to 13.60/o over the

same period.
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The Kenya shilling remained relatively stable

against the US dollaq butweakened against the

Sterling Pound and the Euro to errchange at an

average of lGh ?8.7, IGh Llg.4 and IGh 75.5,

respecdrch in the year to J"t uary 2003 compared

with IGh 78.6, IGh 112.8 and XGh 70.0 in a

similar period the prwious year Clable 15 and

Chart 9). Against the Japanese Yen and the South

African Rand, howwer, the shilling gained by

1.0% and 14.0o/o,respectirrely, to exchange at XGh

63.4 per 100 Japanese Yen and IGh 7.7 per Rand.

The shilling also strengthened against the

Tanzania shilling to exchange at Tsh 12.4

compared with Tsh 11.3 in the year to January

Z@?.,and apinst the Uganda shilling to erchange

at Ush 23.0 in the 1,ear to January 2003 mmpared

with Ush 22.3 similarperiod of the prwiousyear.

TABLE 15: SHlLLlilG EXCHANGE RAIE

an average of Ksh 77.7 ar.d Ksh 125.6,

respectively, inJanuary 2003 compared with an

average of XGh 79.5 and IGh 126.1 in December

7002.It, howwer, weakened against the Euro,

the Japanese Yen and the South African Rand by

L.9o/o,0.4o/o and 0.8olo, respectively. Against the

Thnzania shilling, the shillinggained by'1.0% to

trade at Tsh 1 2.8 and brv 3 .7 
o/o qg"airut the Uganda

shilling to ffade at Ush 24.1inJanuary 2003.

The strengthening of the shilling against the US

dollar in January 2003 was due to renewed

confidence in the Kenyan economy after the

peaceful general elections and the smooth

transition of power. Corporate demand for
foreign currency remained low while there were

normal inflows particularly from tea and

horticulnrral oeorts.

In nominal effective terms, that is tradeu,eighted

against major partner currencies, the shilling

depreciated by 1.5% in the year to January 2003

compared with L,Zo/o appreciation in a similar

period to January 2002.In real terms, howwer,

the shilling appreciated by 0.7% in the year to

January 2003 compared with 0.6%o appreciation

in the year to January 2002 (Chart 10). The

appreciation in the real effective shilling exclange

rate in the year to January 2003 reflected higher

inflation in Kenya than in major tradingpartner

countries.

CHART'10: NOiIINAL& REAL EFFECTIVE EXCHAT{GE RATE
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Govemment ftscal operations in the ftrst half of
fiscal year 2N7/03 resulted in a deftcit of IGh

20.6bn, orZ.l%of GDP on a @mmitnentbasis,

comparedwith a deftcit of IGh 8.4bn or0.9% of

GDP in a similar period in fiscal yerr 200L/02

CIable 16 and Chart 11). On a cash basis, the

deficit also widened to XGh 27.4bn from Ksh

14.0bn over a similar period in the last fiscal year.

TABLE 16: BUDGET OUT-TURil (Krh bn)

'Bo.slcS
- Hgu6 h rEnBB fr ddt to@P Rlio (%)

CHART l1: l2-UONTHS CUUULATIVE BUDGET OUT-TURN (Krh bn)
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Rerrcnue and Grants

During the ftrst hdf of fiscal yert2002/03, the

Gorrcmment collected rcceips amounting to Ksh

100.1bn comparedwith IGh 93.8bn in a similar

period in fiscal year 2001/02 Clable lD.

TABLE 17: COtPOSrOil OF GOI/ERI|[E]|T REVEI{UE

(l$h bn)

Sourcr: Tnrury
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Of the levenue collected, taxes amounted to IGh

83.6bn or 83.5% of the total. This represented

IGh 5.7bn increase orrer the ftrst half of the ftscal

year 2@l/02. The narious categories of taxes

preformed as fo[onns,

o Value Added Tax receipts rose bv trGh

2.8bn to lGh 27.6bn from IGh 24.8bn

collected in a similar period lastyear. The

increasewas attributed to improved revenue

co[ection measures adopted h th. Kenya

Rerrcnue Authority. The tur contributed

33Yoof taxrevenue.

a Income tarc collections werle IGh 31.5bn or

37.7%o of tur revenue, compared with IGh

27.4bnin the same period lastyear.

Import and excise duty receipts decreased
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B U DG ETA RY DEYELO P M ENTS

a

a

}4.4bn,import and orcise duty amounted

to lGh 8.5bn and lGh 15.9bn, respectirrcly.

Other Govemment receipts were iN follows:

Non tax revenue amounted to lGh 5.8bn

compared with IGh 5.6b'n in a similar pedod

lastyear;

User charges, fees and other levies

amounted to XGh ?.1bn comparedwith XGh

?.3bn in a similar period in the last fiscal

year; and

Extemal grants were IGh 3.6bn, Ksh 0.6bn

higher than lastyear.

Expendinrrc and Net I-ending

During the first half of fiscal year 2002/03,

Government orpenditure, on a commitment

basis, amounted to IGh 120.7bn; IGh 18.5bn

higher than in the same period in the previous

fiscalyear (Iable 18). The orpendinrrc comprised

thefollowing:

Recurent expenditure of XGh 106.0bn

representing 87.8% of total orpendinrre,

compared with lGh 93.6bn or 91.6% of

orpendinrre in the last fiscal year. Major

items of recurrent orpenditure were as

follows:

o Interest payments were IGh 19.2bn

compatedwith IGh 16.1bn in a similar

period last year, of whicl interest on

domestic and foreign debt was Ksh

13.5bn and lGh 5.6bn, respectively;

and

i Other expendinrres mainly relating to

operations and maintenance totalled

IGh,t6.0bn and were IGh 6.4bn h,gh.t

than in a similar period lastyear.

o Dwelopment erpenditure amounted to

lGh 14.?bn representing IGh 6.1bn increase

over a similar period in 2001/02. At this

lercI, derclopment erpendinrre was l2.Z%

of total Government expenditure,

compared with 8.4% last Year.

TABLE 18: COMPOSITION OF GOVERilIIE}IT EXPEI{DITURE

(Krh bn)

'hcludes commission and othff charges paid to CBK

Sourcr: Trmrury

Financing

The budgetary derrelopments in the first half of

the fiscal yerr 2002/03 resulted in a financing

requirementof IGh 25.5bn. Thiswas XGh 2.8bn

lower than in a similar period in fiscal year ZCf,/./

02 (Iable 19). The financing was sourced as

follows:

a

a

a Expenditure on salaries and wages

amounted to IGh 40.8bn or 33.8% of

total orpendinrre, compared with IGh

3?.8bn or 37.0% of total enpendinre

in the pranious fscd year;

Dcc-01
K3h bn

Shrrc

'lt

Dcc{2
Krh bn

Shrrc
%

Salaries & Wages'
Total hterest

Domestic'
Foreign

Development

Olhers

TOTA. EXPENOITURE

37.0
15.8

11.7

4.1

8.4

38.8

100.0

37.8
r6.1
12.0

1.2

8.6

39.6

102.2

rrc.8

15.2

t3.s
5.6

11.7

'f6.0
120.7

33.8
'15.9

11.2

4.7

12.2

38.1

100.0
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BU DG ETA RY DEV E LO P MENTS

a XGh 15.9bnwas borowed from commercial

banks; and

a lGh 9.6bn was borrowed from noniank

sources

TABLE 19: GOVERNMENT FINANCING REQUIREITENTS &

SOURCES (Krh bn)

Sourca: Trurury & C.ntr l Blnk of Kcnyl

The funds were used to make net repayments of

lGh 1.0bn and XGh 5.0bn to the Central Bank

and external sources, respectively, increase

Govemment deposits at the Central Bank by Kth

0.9bn and finance a budget deficit of XGh 18.5bn.

Gorrcr:nment Indebtedness to the

Central Bank

Government indebtedness to the Central Bank

in the first six months of the fiscal year 2002/03

dedined h IGh 1.0bn to Ksh 43.9bn from [Gh

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

indudes IGh 36.9bn in frozen overdraft (OD)

incurred prior to implementation of the Central

Bank of Keq'a (Amendment) Act, 1996 that limit

Govemmentaccess to the OD facilityatthe Bank

to no more than 5% of the recurrent revenue

reported in the latest audited Appropriation

Accounts. Based on this, the Govemment access

to the facility is currendy limited to lGh 8.8bn.

The utilization of the facilitywas IGh 4.2bn as at

the end of December 7007.

TABLE 20: GOVERNMET{T INDEBTEDNESS TO THE CENTRAL

BANK (Ksh bn)

Souac!: Ccntr.l Bank of Kanyr

The Ksh 1.0bn Govemment repayment to the

Central Bank arose from lGh 5.0bn decltne in

cleared items awaiting transfer to the Paymaster

General Account and lGh 0.2bn decline in the

Bank's holding of rediscounted securities. The

above debt reducing ransactions were partially

offset bv lGh 4.7bn utilization of the overdraft

facility at the Central Bank
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Overall Debt

At the end of December 7007,the stock of total

public debtwas XGh 629.5bn. This equdled 64%

of GDP and was IGh 15.8bn higher than the

stock in June 200?.. Of the fGh 629.5bn total

public debt, domestic debt was lGh 259.8bn or

4l.3Yo while foreign debt amounted to lGh

369.7bn, representing 58.7o/o of total public debt

Clable 21).

TABLE 21: KEi{YAS PUBLIC DEBT (Ksh bn}

awaiting rransfer to the Pay Master General

Accoung IGh 0.'1bn dedine in commercialbank

advances to the Government and Ksh 4.2bn

utilization of the Government overdraft facility

at the Central Bank

TABLE 22: GOVERNMENT DOMESTIC DEBT (Kth bn)

?m J.rrtl &l rffi d b rid- n. tE 5 1^ YaaEa ld.f d tdma
adlt.rtr r*Ebt-d'

TABLE 23: ANALYSIS OF DOMESTIC DEBT (Ksh bn)
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Domestic Debt

Public domestic debt rose by lGh 23.8bn to Ksh

259.8bn in December 2002 from IGh 236.0bn

inJune 2002 (tables 22 and 23). The increase in

domestic debt during this period was entirely in

Government securities, which rose by Ksh

25.0bn. This increase was partially offset by IGh

1.2bn decrease in other categories of gorremment

debt reflecd"g fGh 5.0bn decline in cleared items

Treasury Bills

The outstanding stocrk of Treasury Bills at the end

of December 2002 was XGh 82.9bn distributed

among investors (Table 24 and Chart 12) as

follows:

Banking institutions held XGh 36.2bn or

43.60/o of the bills. Of this, commercial

banks and NBFIs held lGh 35.2bnand IGh

1.0bn worth of bills, respectively.

i!

Tobl rhd( o, ErAc tLU l r€l

A Go.m.l Saqrltat

l. T[r.ry ElL ludldtl Ego Ellrl

Btin! ElihraiE

OtE

2TDrryffi

Ba*rp iEtt'hfin

CtEs

Itr!4m96

Bati! tdhjim

OtE
,l t&LraDt b.d.E iU

O*in RprEIb

I Orrr
g$.tchCA<wd toCoarcl

n7.5

a{5

t6t
g7

s.4

71.0

A1

ilz6

1.5

o0

t5

ae

710

10

zlo
2,115

fl
45.3

51.5

a3
?E

17.5

1.5

o0

't5

!o
7.O

a5

o0

al
415

BI
384

9.1

a0

37.1

50.3

1.5

o0

1.5

T9

zto

12

0.0

2[0
aa
a.t

I.5

515

l(l'3

47.1

*2
1.5

00

15

!e
30
12

0.0

2S.l

x2
a,c

34.0

526

tta2

51.4

0a.E

1.5

00

't.5

a0

30
1a

3.0

&,
2nt

aaa

52
,95

1n.1

s8
703

1.5

o0

t5

Lt
II0

tr0

'I 1

1

x

Govarnmant 3acurltlaa
Treasury Brlls"
Treasury Bonds

Ofwhich: special bonds

Gowrnment Stock
Non{ntara3l barrlng dobt
Othart"'

Ot which OwrdEft al the C€ntEl Bank
Tot l Slock of Dom.a0c O.bt

22C.E

82 1

106 3
64
15

3C.0

e.2

0.0
23C.0

251.t
82.9

1 30.5
96
15

36.0

E.0

42
25e.1

0

21

-t
4.2

20

a

Kenya Monthly Economic Review, February 2003



PUBLIC DEBT

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

' E(du6t r.prcharc qdcrHllr

CHART 12: OUTSTAi{DING TREASURY BILLS BY HOLDER (Krh bn)

8ourcr: Grntsrl Brrk of Krtya

The nontank sector, comprisrng insurance

companies, parastatals, individuals and

other corporate entities, held bills wofth
IGh 46.7bnor 56.4Yo the bills.

Treasury Bondc

The outstanding stock of Treasury bonds,

increased to Ksh 130.5bn in December 7007

from IGh 106.3bn inJune 2002 fo[CIiling efforts

to lengthen manrity proftle of the domestic debt.

Consequently, Treasury bonds constituted
54.6Yo of total securitised debt in December

Z00Z,compared wirJr.47.lo/o inJune 2002 (Iable

25 and Chart 13). The outstanding stock of
Treasury bonds was held by various investors irs

follows,

o
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PUBLIC DEBT

tD1 M,
Jm % Sep 'h [}ec Vo Jn 1o SeP 'h [bc 'h
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TABLE 25: OUTSTAiIDING TREASURY BOilDS BY HOLDER (Krh bn)

CHART 13: OUTSTAIIDING TREASURY BONDS BY HOLDER (Krh bn)
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a Commercial banks held bonds worth IGh

55.3bn;

NBFIs held IGh 2.0bn worth of bonds; and

Other investors, induding parxslxral", held

bonds worth IGh 73.2bn.

Government Long-term Stoclio

Govemmentlongterm stocks in December 2002

were IGh 1.5bn, the same level as inJune 2002,.

Of these, the National Social Security Fund

NSSF) held XGh 0.8bn while other nonbank

sector investors held IGh 0.7bn.

Jun

2001

Jan Jun

2002

sep Nov Dec

a

o

Soc.rCom. tl IParastatals

^-l.-.IIIIII
-a .IIITI
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PUBLIC DEBT

External Debt

Kenya's entemal debt decreased in the first hdf
of the fiscal year 2002/03 from lGh 377.7bn at

end June 2002 to Ksh 369.7bn in December

2002. External debt declined to 37.6% of
estimated GDP in December 2002 from 41.07o

in June 2002 (Chart 14). The XGh 8.1bn net

dedine in ortemal debt followed:

a Repayments of Ksh l2.1bn to external

creditors, comprisrng XGh 9.2bn repayment

of Central Gwemment debt, IGh 0.7bn by

the Cenrral Bank to the International

Monetary Fund, and IGh 2.0bn rcpayment

of Govemment guaranteed debt.

Disbursements to the Central Govemment

amountingto IGh 4.2bn, and

IGh 0.2bn revaluation gain for Kenya due

to the appreciation of the Kenya shilling.

Multilateral debt accounted for lGh 217.9bn or

58.9o/o of the total orternal debt stock while

bilateral debt stood at lGh l26.7bnor 34.3Yo of
the debt. Commercial loans and orport credit

accounted for Ksh 73.7bn and IGh 1.3bn or
6.4Yo and 0.3% of the debt stock, respectively.

a

a

CHART 14: EXTERNAL DEBT DISTRIBUTION

Ivtultilateral
58.9%

Comm. banks
6.4%

Elgortcredit
0.3Yo

Bilateral
34.3o/o

Source: Treasury
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The overall balance of payments improved to a

surplus of US$ 76m in 2002 compared with a

surplus of US$ 72mtn2001. The improvement

reflected a lower current account deficit, whic}

more than offiet the reduced capial and financial

account surplus (table 26 and Chart 15).

Current Account

In 2002, the deficit in the curent account

nanowed to US$ 216m from US$ 398m the

prwious year reflecting a reduction in the trade

deficit S US$ 389m, which more than offset the

US$ 20? decline in the services account surplus.

The lower services account surplus was wholly

due to a dedine in current transfer inflorrs as net

non factor service receipts increased.

Merchandise

ln 2002, the trade deficit nanowed to US$

1,183m flom US$ 1,577m in the previous year

due to decline in imports by US$ 186m and a

grourth of US$ 203m in orpott earnings. The

TABLE 26: BALANCE OF PAYMET{TS (US$ m)'

Rcvlrcd to roflect thc now BOP pnrentrUon lormrt
Provlrlonrl

Clutrte13 ln Y..r to Doc.mb.r 2002

Y..r to Q 1 Q2 Q3 Q4 Yelr to
Dcc Jen-Mrr Apr-Jun Jul-S.P Oct-Dcc" Doc"
2001 2001 2001 2002 2002 2002

OVERALL BALANCE

I. CURRENT ACCOUNT

il.rch.ndlr.
Exports (fob)

Cotfee
Tea
Horticulture
Oil products
Other

lm ports (cif)
oil
Chemicals
Manufacturod goods
Machinery & transport equipment
Other

Scrvlccr
Non-factor s6rvices (n6t)

Of which: tourism roceipts
lncome (net)

Of which: otficial interest income
Current Transfers

Private (net)
Public (net)

II. CAPITAL & FINANCIAL ACCOUNT
Crplttl Trenfcrr (net)
Flnrncl.l Account

Official, medium- & long-torm
lnflows

. Outflows
Private, medium- & long-torm (net)

Commercialbanks (net)
Othsr privat6, medium- & long{6rm (nst)

Short term and 6rrors & ommissions (net)

Grorr Rctorvor
Otficial

in months of goods and non-factor servic€s
Commercial Banks

22

.398

.1572
I 891

94
435
241
174
947

3462
721
479
437
838
987

117 4
543
308

-148
-123
779
692

B7

420
68

352
-204
167

-37 1

167
95
72

389

t459
1 064

3.2
395

27

-82

.255
520

17
128

72
21

281

775
163
135
100
179
197

173
91
69

-30
-31

112
95
17

't 09
19
89

-18
6'l

-79
-4
E

-1 2
't 11

I tl79
107 7

3.3
402

83

52

-1 99
586

32
104

64
13

372

785
184
126
99

'I9 l

184

252
135
68

-16
-17
132
115

17

30
17
13

9
61

-53
-16
-1 I

2

20

1 563
1 137

3.6
427

.4

-12'.1

.323
508

23
103
59
18

306

831
199
131

97
157
247

202

-25

-66

-t106
480

20
80
87
46

247

886
193
124
93

132
344

340
193

91
-18
-17

166
149

17

37
16
21

-14
58

-72
-155
-1 41

-1 4

190

l8't tl
I 067

3.3
547

76

-216

-l 183
2091

0l
a18
282

98
I 205

3277
7t0
516
3E0
660
972

067
556
257
.96
-04
507
439

68

292
70

222
.21

232
.2 53
-193
-172

-21
437

I 614
1 007

3.3
547

137
70

-32
-30
97
80
17

117
t8
90

1

51
-49
-18
-21

2

116

15'lE
11't9

3.5
429

Sourca: C.nb.l Brnl of Krnyr
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BALANCEOF PAYMENN

decline in imports was largely due to
manufactured goods and machinery and

rransport equipment whicl fell by 11.1% and

7l,2Yo, respectively. The increase in export

earnings was attributed to higher eamings from

horticultural and non,traditional exports.

Receipts from coffee and tea o(ports, however,

declined mainly reflecting reduced export
quantities.

CHART 15: TRENDS lN PRICES & VOLUMES OF MA,OR EXPORTS

12-Months Cumulative Tea Volume
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Seruices

The surplus in the services account declined to

US$ 967m in 2002 from US$ 1,174m in 2001

mainly due to reduction in grants to both the

private and public sectors h US$ 271m. During

the year, the public sector received grants

amounting to US$ 68m mainly to finance famine

relief efforts compared with US$ 87m in 2001.

Net non factor service receipts increased bV US$

Tea Prlces/Tonne
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Source: Central Bank of Kenya,Central Bureau of Statl3tlca, Coffee Board of Kenya,
and Afrlca Tea Brokers
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BAI-ANCEOF PAYMENTS

13m in spite of the decline in receipts from

tourism bV US$ 10m. Net income payments

declinedbyUS$ 52m.

Capital and Financial Account

The capial and ffnancial account zurplus declined

to US$ 292min 2002 comparedwith US$ 420m

in the prwious year. Official inflou,s rose from

US$ l67m in 2001 to US$ 232mwhile outflo*,s

dedined from US$ 371m to US$ ?S3mrcsulting

in a net official outflow of US$ 21m in 2002

compared with a net outflow of US$ 204m in

2001. Net prirrate medium and long-term capital

flox,s deteriorated to a net oudlorv of US$ 193m

in the year 2002 compared with a net inflow of
US$ l67m in the pranious year mainly reflectrng

increased commercial banks net foreign holdings.

CHART t6: FOREKIiI EXCHAI{GE RESERVES (USl m)

Foreign F'xctrange Reserrrcs

Following the imprwement in the overall balance

of payments, official forergn endrange resenrcs

increased marginally to US$ 1,067m, equivalent

to 3.3 months of imports of goods and non factor

services at end of December 2002 comparedwith

US$ 1,064m or 3.2 montts of import cover in
December 2001 (Chart 16). Foreign orchange

reserves of commercial banlc also increased ftom

US$ 395m at end of December 2001 to US$

547m at the end of December 2A07. The total

foreign exclange reserves held by the banking

qptem therefore increased by US$ 155m to US$

1,614m atthe end of December 2002 from US$

1,459m at end of December 2001.
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CHART 17: t{SE 20 SHARE ll{DEX (1966=100)

Activity at the Nairobi Stock Exchange (NSE)

improved in January 2003 with turnover

increasing at all counters.

Equities Market

Trading at the equities counter improved in

January 2003 as reflected by the follouring market

indicators:

The NSE share index increased by 10.8%o

to close at 1510.63 in January 2003 from

1362.85 in December 2002. (Chart 17).
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a Market capitalisation increased by lGh

10.9bn or 9.7 o/oto lGh 173.2bnin January

2003 from IGh 112.3bn in December

2002..

a The turnover ratio defined as the
proportion of thevalue of shares traded to

marketcapitalisation increased to 0.60% in

January 2003 from 0.47o/o in December

2002.

While the value of shares traded increased

W 40.5o/o to XGh 742m in January 2003

and the number of transactions increased

bV L76Yo to 5,762 in January 2003 from

1,908 in December, the resulting average

value per transaction of IGh 141,014 was

lower than in December 2002by 49o/o.

Forergn Inrrcstors Board

Tumover at the counter increased h IGh 33.3m

or 148.?%o inJanuary 2003 to IGh 55.7m, wholly

Sourcc: Nrirobl Stocl Erchrngr

reflecting foreign oudlors as foreign inflows were

minimal. In January 2003, sales to foreigners

were Ksh 1L5,440.

The Bond Market

Trading at the secondary market for bonds

increased bV lGh 2.5bn or 191.87o to lGh 3.8bn

in January 2003 from lGh 1.3bn in December

2007. The increase of IGh Z.Sbnwas wholly in

the secondary Eading of Govemment securities

in January 2003. The average yield on traded

bonds remained high and increased to tZ.Lo/oin

January 2003 from ll.lTYo in December 2002

reflecting the increase in the gldayTreasurybill

rate in the month.

a
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Introduction

Provisional data on leading economic indicators

shou, that economic recoverywas still on course

during first eleven months of 2002,though at a

slower pace than originallv envisaged. During the

period, annualised real GDP is estimated to have

grounr by 0.?96 compared with a grourth of t.LYo

in the corresponding period of 2001 Clable 27

and Chart 18). Major factors that contributed to

the slowdown in economic activity included low

CIIART lE: REAIGDP GROIYTH RATES, 1996' HOVEf,BER2IX,2

1900 ie07 IBOE r909

E@: EqDtilc lure, md Cdthl Br* ol fffYr

5.0

1.0

3.0

2.0

1.0

0.0

-t.0
2@l' ibv. O2"

TABLE 27: REAL GROSS DOilESTIC PRODUCT AND RELATED AGGREGATES

l, o res

1 From the Econom ic SurveY, 2002.
2 Based on selected econom ic activities

Sorrcc: Crrd &n u of Stdldcr rtd Crtbrl Brnk o, ftayr

1.4

4.6

2.1

1.2

0.7

Share ln
Rea! GDP

ln 2001 (% )

Annuallsed Estlmates
N ovem ber N ovem ber

2oo1l 2oo2l2}IAIN SECTORS
Agriculture
Manufacturing
Trade, Tourism & Hotels
Financial Services
Building & Construction
Transport & Communications
Government
Others of which

Non-m onetary Secfor
Domestic Servlces
Ownership of Dwellings
Other

Est. Real GDP (19E2 Prices)
N om lnal G D P (at Factor cost)
Overall GOP Deflator
GDP at Mkt Prices
MAIN SECTORS
Ag ric u ltu re
Manufacturing
Trade, Tourism & Hotels
Financial Services
Building & Construction
Transport & Communications
Government
Oth e rs

Non-monetary Sector
Dom estic Servlces
Ownership of Dwellings
Other

Est. Real G row th

24.1
13.0
12.7
1 0.6

2.4
6.2

14.7
16.3
5.7
2.9
5.7
2.0

100.0
772,893
7.4
895,27E

25,131
13,670
1 3,201
11,064

2,511
6,375

15,260
17,201
6,0 25
3,0 60
6,00 5
2,111

104,413

2 5,31 6
13,73E
13,247
11 ,167
2,562
6,5 04

15,343
1 7,31 3

6,0 59
3,0 80
6,064
2,109

105,191

Annual Percentage Change
1 .0 0.7
o.7 0.5
1.1 0.4
0.8 0.9
-0.5 2.1
3.0 2.o
0.6 0.5
0.8 0.7
0.7 0.6
0.8 0.7
0.8 1 .0
-0.4 -0.1
1.1 0.7
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REAL SECTOR

investor confidence attributed to a number of

factors induding the poot state of infrastmcture'

insecrrrity, election uncertainties and la& of donor

support.

furiculnrre

The perfiormance of major cash crops in the first

eleven months of 2007was as follows:

o The production of horticultural crops for

ocport increased by ll.7o/o compared with

L,7o/o inqease in a similar period of 2001

(table 28). As a result, €r(port eamings from

the crops increased to US $349m in the

first eleven montfu of 2002 ftom US $
262m in the same period in 2001. The

increase in production partly reflects the

shift by farmers from less profitable

agriculnrral activities to horticulture.

a Sugar cane deliveries increased by 32.60/o

comparedwith }9.3o/odecline in the same

period in 2001, following favourable

weather conditions:

a Tea, pyrethrum and sisal output declined

by 2.9Yo, L5.2Yo and 4.3o/o respectively in

the first elenen months of 2@2 compared

wtrh 78.2Yo, lZ.Tyo and 6.5% increases in

the same period in 2001. The dedine in tea

production arose from the delay in the long

rains in major growing areas while

pyrethrum production was adversely

affected by management problems in the

industry.

a Coffee deliveries declinedby 18.1% in the

first eleven months of ZA02 compared with

a decline of 43.5o/o in the same period of
2001. The sustained decline in coffee

output reflects the organisational and

management problems in the subdector as

well as low international prices of the

commodity.

I

I

TABLE 28: GROWTH 11{ OUPUT OF KEY CROPS (%)

.l"i - N;,
tG ro p 2000 2001 2002

Tea
H o rticulture
C offee

lSugar cane
P yrethrum

Sisal

-5.0
0.2

52.4
-10 .7

-5.0
-2.3

28.2
1.7

-4 3.5
-2 9.3
12.2

7.5

-2.9
11 .7

-18.1

3 2.6
-1 5.2

-4.3

Sourc6: Crrtrd Eunru ol Stdrdcr, Wrrum Borrd of Kroyr, Krnyr Sugrr

Autho.ity, Slul Borrd of lfunyr rnd HCoA

Manufacturing

Key performance indicators from the

manufacturing sector evolved as follows:

. The consumption of electricity, a major

input in the sector, increased by 3.lYo

compared with an increase of 10.4% in a

similar period of 2001. The large increase

in 2001 reflected the restoration of normal

power supplyfrom rationing occasioned by

drought in 2000.

Exports of manufacnrred goods increased

by 6.90/o during the first eight months of
2002 compared with an increase of 10.2o/o

in the same period of 2001. The increase in

manufactured e:rports followed increased

access toregionalmarkets in the EastAfrican

Community and COMESA and to the

United States. In particular, export of
textiles and fabrics increased by 229.0o/o

compared with an increase of 4.0o/" in the

first eight monttrs of 2002 mainly due to

improved access to the United Sates market

a
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REALSECTOR

facilitated by the African Growth and

Opportunities Act (AGOA). Exports of
cement and paper products increased by

175% and 696, respectively, during the

period. Other manufactured goods that
have beneftted from wider regional markets

indude rrcgeable oils and galvanised sheets.

Imports of chemicals and related products

increased W 59% during the first erght

months of 2002 compared with 17.4%

increase in asimilarperiod of 2001.Impots

of other inputs such as cnrde materials;

minerals and lubricane, howerrcr, dedined

since the manufacnrring sector continued

to operate belon, capacity.

TABLE 29: PRODUCTION OF SELECTED ilAIIUFACTURES (%)

Sourc.: C.ntrd &rrrru of Strtlrtlo rnd Konyr Sugrr Auftorlty

Building and Constrtrction

Building and construction improved in the first
elenen months of 2@2. The consumption of
cementrose W L4.3%comparedwith an increase

of Z.lYo in a similar period of 2001. The
improvement in the sector's perfiormance was

supported by the priva.te sector construction
activities. The expected resumption of donor
support in 2003 is expected to revive public

sector projects, which had stalled due to
budgetary constraints.

Transport, Storage and Communications

The performance of keysub.sectors over the first
eleven monttrs of 2002 was mixed as follows

Clable 30):

Passengers through Jomo Kenyatta
International Airport (ICA) increased by

10.1% compared with an increase of lL.5%

in the first ten months of 2001.

Cargo carried by the Kenya Railways

Corporation increased by l.Lo/o during the

ftrst eleven months of 2002 comparcd wirh
a decline of 79% in a similar period of
2001.

a

o The consumption of petroleum fuels
increased W 1.4% in the first nine months

of 7002 compared with a decline of 1.7%

in the same period of 2001.

a Cargo handled through the Port of
Mombasa (KPA) declined by 1.3%
comparedwith 15.8% increase in the first
elwenmonths of 2001.

a In the telecommunications subsector
subscriptions for mobile phones increased

to l.3million in December 2002 from
790,000 in July }Cf.Z.

TABLE 30: PERFORMANCE lN ITAJOR SU&SECTORS (%)

Sourcr: Calfd &rrtlu of Strdtdil, K.nyt Portt Arhorlty, Kdry. Rrlhr.y!.nd
Xrnyr Plpdlnr Comgrny

a

It.m
Jan . Nov

2001 2002

Galwnised sheets (MT)

Mineral water ('000 litres)

Soda ash (MT)

C6ment (MT)

Assembled !€hicles (units)

Processed Sugar (MT)

5.9

3.7

24.7

-3.5

-1 4.4

-t1.9

r 0.6

7.8

2.5

14.8

-19.7

35.6

Jan - tbv
zxrl N2

CaBo by KPA ofr)
Cargo by KR Mr)
Passenprs th.o J(A
Itru.fhnr bV Xrc

CmsurBiandlirds

15.8

-7.9

14.2

1.7

-1.7

-1.3

1.1

7.'.|

-2.1

1.4
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REAL SECTOR

O Throughput by the Kenya Pipeline
Company (KPC) declined by Z.lYo

compared with an increase of L.7Yo rn a

similar period of 2001.

Trade, Restaurants and Hotels

During the first eleven months of 2002, the

tourism sector performed as follows:

The number of tourists arriving at Jomo
Kenyatta International Airport (KlA)
dedined W 7.?o/o compared with a decline

of L.l% in the same period in 2001 while

arrivals at Moi International Airport,
Mombasa (MIAM) increased by 3.9% in
the first eleven months of 2007.
Consequently, total arrhals through the tuo
Airports declined by 0.7o/o.

a

o Tourism earnings were estimated at US $
227m in 2002 comparedwith US $ 263m

in 2001.

Financial Ser:vices

During the ftrst eleven months of ?@Z,total pre
ax pofts of banking instinrtions declined slighdy

to XGh 8.4bn compared with IGh 8.8bn during
the same period in 2001. The decline in the

profitability was attributed to both a drop in
interest income and an inctease in the provisiors

for bad and doubtful debts.

Economic Prospects in 2003

Despite weakened oudook for global economic

recovery the country's growth momentum is

projected to accelerate in 2003 as a result of the

enhanced investor confidence accruing from
Govemmentcommitrnent to address the enisting

business concerrrs. The Govemment has begun

fighting comrption while the implemenation of
key reforms in narious sectors of the economy

including the reconstnrction of the dilapidated

infrastmcnrre are underway.

The economy is also expected to benefit from
increased regional and international trade. Within
the region, the country is likely to e:(port more

manufactured products to countries in
COMESA and the East African Community,
while under the ACrOA arrangement, enports of
tentiles, handcrafts, fresh fruit, flowers, leather

and leather products to the United States are

trpected to increase. Based on these oeecations,
it is envisaged that the economywill pick up and
growby 3.0o/o in real terms in 2003.
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Bnlnrucr SHrrr oF rHE CErurnnl BnNr or KrNvn

(Amounte in IGh Milllons)

Dec.
2001

Dec.
2002 Movemen

ASSETS

Foreign Exchange

Advances and Discounts to Banks

lnvestme nt i n Government Securities

Government Accounts

Overdraft to Government

Clearing Account

IMF funds onlent to Government

Non-interest Bearing Government Debt

Debtors

Retirement Benefits

Property and EquiPment

Other Assets
Revaluation Account
Times Tower

LIABILITIES

Currency in Circulation

Repo Securities

Deposits
Government
Commercial Banks

Kenya

External
Non -bank Financial lnstitutions

IMF

Other Public Entities and Project A/Cs

Other Liabilities and Provisions

Capitaland Reserves

Capital
General Reserve Fund

Period's S lus

150,671

82,238

1,362

1,557

42,853

154,389

81,211

7,484

1,200

43,867
4,166

693

2,091
36,917

1,907

287

791

17,642
17,642

3,718

-1,027

6,122

-357

1,014

4,166
-3,275

123
3,968

1,968

36,917

1,848

289

581

19,943
18,642

1,301

150,671 154,589

53,080

15,815

73,103
28,537

25,629
27

423
9,756
8,731

6,861

1,500
4,248

1,113

62,525

6,979

70,833
25,886

25,704
19

228
9,138
9,858

12,792
1,500
7,952
3 340

21

-2,301

-1 ,

-1,301

3,71

9,44

-8

-2,

-2,651

-1

-o

1,1

-5

1

5,931

3,7

2,22

7

1,812 1,260

Source Crntral Bank of KenYa

I'r-
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The folloning changes occtrrred in items of the

bdance sheet of the Central Bank benreen

December 2001 and December 20f,.2:

Aesec

Foreign e-change decreased by lGh 1,027m to

Ksh 81,211m from lGh 82,238m.

Adrnnces and discounts to commercial banks

increased by IGh 6,l22mto IGh 7,484m.

Gorrcrnment accounto increased by IGh 1,014m

to IGh 43,867m in December 2002, mainly on

account of increased utilization of overdraft by

Gorrcmment b'r IGh 4,l66m,whicl was partially

offset by Krh 3,275m dedine in the Clearing

account

Other aseets, comprising rerraluation account and

Times Torver, decreased by IGh 2,301m to IGh

17,642m.

Liabilities

Currency in circulation increased by Ksh

9,445m to Ksh 67,535m from Ksh 53,680m.

The stock of repo securities decreased bv IGh

8,836m to Ksh 6,979m,

Deporitr decreased bv tGh 2,270m to lGh
70,833m due to a decrease in deposits of the

Gorrctnment of Kenya by IGh 2,651m. Similarly,

deposits of IMF and non,bank financial
institutions declined by lGh 618m and Ksh

195m, respectively. Deposits of other public

entities, honercr, rose by IGh 1,127m.

Other liabilities and provisions decreased by

IGh 552m to Ksh 1,260m.

Capital and nesenec increased h Krh 5,931m

to Ksh 12,792m in the year to December 20OZ

due to Ksh 3,704m increase in the general reserve

fund and Ksh2,227m increase in the period's

surplus.
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