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PREAMBLE

The Status of Kenya Economy Report is a publication by lVlacroeconomic Planning and lnternational

Economic Partnerships Directorate of the State Departmentof Planning, the NationalTreasury and Planning,

The Report provides a review of the country's economic performance (annual and quarterly GDP), sectoral

performance, fiscal and monetary policies, banking and flnancial sector, and economic outlook (global,

regional and Kenya), The analysis of various economic variables guides in making recommendations in the

repod.

The Report is prepared by the fVlacro Working Group (tVlWG) through regular consultative meetings. [VIWG

comprises of representatives from State Department for Planning, the National Treasury, Central Bank of

Kenya (CBK), Kenya Revenue Authority (KRA), Kenya National Bureau of Statistics (KNBS), Kenya lnstitute

for public policy Fiesearch and Analysis (KIPPRA), Commission on Revenue Allocation, and Controller of

Budget. Consuliations with relevant Ministries, Departments and Agencies (MDAs) with regards to sourcing

of data and necessary information are undertaken.

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

i. The National Treasury and KRA - Fiscal data

ii. Central Bank of Kenya (CBK) - Balance of Payments and Financial and Banking data

iii. Kenya National Bureau of Statistics (KNBS) - Annual and quarterly GDP and Sectoral data

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

macroeconomic indicators based on KIPPRA-Treasury [Iacroeconomic [/odel (KTM[vl)

v, Controller of Budget and CRA- County Expenditures and Own Source Revenue

vi. lnternational lVlonetary Fund (llvlF)- Global and Regional Economic Trends and Projections.

The Report acts as a briefing note to the Cabinet Secretaries, Principal Secretaries and other Senior

Government Officers to inform policy. lt also acts as reference document during Economic Review Missions

and meetings with development partners.
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1.0 ECONOMIC PERFORMANCE

The Economy recovered strongly in 2021and remained resilient in the first quarter of 2022amidst effects of

Covid-1g pandemic, The economy grew by 6.8 per cent in the first quarter of 2022 compared to 2.7 per cent

in the corresponding quarter ol 2021 as shown in Figure 1. The growth was supported by rebound in

Transportation and storage (g.1%), Accommodation and Food services activities (56,2%), Professional,

Administrative and Support services (14.g%) and other service activities (11.1%). ln addition, there was

accelerated growth in Manufacturing (3.7%), wholesale and Retail Activities (8.7%) and Financial and

lnsurance activities (14.4o/,)coupled with sustained growth in construction (6.4%), Real Estate (6.1%) and

lnformation and communication activities (6 1%) which had been subdued in the first quarter in2021due to

measures instituted to curb the spread of CoVID-19. However, the growth was constrained by contraction in

Agricultural activities (-0.7%) mainly owing to insufficient rain during the preceding quarter as well as delayed

long rains during the period under review.

Figure 1: Quarterly GDP Growth Rates, 201 9-2022
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2,0 ANALYSIS OF ECONOMIC PERFORMANCE BY SECTOR

2,1 Agriculture

The agricultural sector contracted by 0.7 per cent in the first quarter of 2}Z}compared to a growth of 0,4 per

cent in a similar period of 2021owing to depressed rainfall received during the quarter under review as well

as delayed onset of rains. The dismal performance in the sector was partly attributed to contraction of

horticulture exports and tea production. Volume of tea produced contracted by 3.7 per cent from 141,0

thousand metric tonnes (MT) in the first quarter of 2A21to 135,8 thousand MT in a similar quarter olr2022.

The value of horticultural exports decreased by 43,6 per cent to Kshs.26.0 billion in the first quarter of 2022.
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The sector's groMh was shielded from steeper contraction by increased production of cane, milk and coffee,The quantity of cane delivered to millers increased from 2,6il2.gthousand MT in the first four months of 2021to 2'899'8 thousand MT in the same period of 202.2. The volume of milk intake increased by 6.1 per cent tostand at 259'3 million litres in the first four months of 2o2lwhile coffee sales increased by 40.4 per cent from13'5 thousand tvlT in the first quarter of 2021t0 18.9 thousand tVlT in the similar quarter of 2022.

Table 1a: Qua of Main ricultural Produ ction: 00M

Source: KNBS Leading Emnomic lndicators

Table 1 b: value of Main Agricurturar Exports: (Kshs.biilion)

Source: KNBS Leading Economic lndicators

2.2 Manufacturing

The manufacturing sector expanded by 3.7 per cent in the first quarter of 2o22compared to 2,1 per centgrowth in the corresponding quarter of 2021. The growth in the sector was mainly supported by manufacture
of food products, which expanded by 6,4 per cent in the quarter under review compared to a contraction of
1 '5 per cent reported in a similar quarter in 2021.lnthe manufacture of food products, growth was supported
by improved performance in the processing of coffee and sugar, and manufacture of soft drinks, The volume
of sugar processed increased by 13.4 per cent from 244,150 MT in the first four months of 2021 lo 276,7g6It/Tinthesamequarterof 2022.similarly,thequantityof softdrinksproductionincreased by11,7percent
to stand at 163,104 thousand lihes in the first quarter of 2022.

ln the manufacture of nonfood products category, growth was supported by manufacture of galvanized sheet,production of cement and assembly of motor vehicles, ft'e quaniiiy of galvanized sheet expanded by 6,6 percentto65,206tvTinthefirstquarter cf 2022fr0m61 ,174.nAT inasimilarquarter of 2o2l,Thenumberof
assembled motor vehicles increased from 1,830 units in the first quarter of 2021 to 3,045 units in thecorresponding quarter af 2022. The voiume of cement production increased ay zisp.r.unt from 3,417,6thousand MT in the first five months of 2021to 4,180.6 thousand IVIT in a similar period of 2022.

2.3 Electricity Supply

Electricity supply slowed down to 1'3 per cent,in the first quarter of 
!o!21rg.m2.5 per cent growth duringsimilar period in 2021' This was attribuied to a decline in gr;ririion of electricity from hydro and geothermals0urces coupled with increased generation of electricity rrom tnermat sources,
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Totar generation of erectricity {or.lr._?.li:l between January and May z0zz increased bv 2'B per cent to

5,0e0,6 mi*ion r<iro*jt-nou,'rwnt in, p.io,*;;;;*,. l*rtJ, *;l;ffi*;Jnv in.''uted seneration

of electricity t,o* *,ni uil ;il. n, ,no*l'ln'il;i; a q.r;1rT.'tj rrrritiiritv from wind increased from

742.3 mi*ion Kwh,. zr[i to biesr.'irrion"rwiii-n i,izz..i,..:u.rir;;;;;;iil of electricitv from solar

increased from 37.2 -irri.'.'r<wt in zozl to iot.9 million KWh in 2022'

Generation of electricity from hydro decreased by 17.1 p.,9:lly 1320'6 million xwl i1 2022 mainly due to

insufficient rainrarr *'iiL";;;ii* ot .r.ri,ii[i iil'seotherm'al;il;ilfrom,2'157'5 
mitlion Kwh in

2021 to1,eBB.7 **r.n ;wn in 2022 ,,Ele;[[iii t:r:i;:g i..:T 
th;'ilino'u"o bv e2'3 per cent from

419.0 mittion r<wn i.ibii to aos g m*rion-t<wn' ii zozz.in. .,gniii.rnilnr"utt in generation of electnctty

from thermat ,ou,rur-n-i'adetriment., *iip.'nrri rriu. .rii il tJ'g! rrqricosts 
in the process of

oeneration. Totar electricity_consumptionin.,ruJ.r 
uv +.s pu,'lJnlir*'ilgga]t *ittion Kwh in 2021 to

iPos.g mittion KWh in 2022'

Table 2: Electri

Source: KNBS Leading Economic lndicators

2022

on source Million

iL..*::iil::*::1ff;:H;:l:..ffii:lil*.,,:l,u,,performance 
after reraxatisn of coVtD.

1 
g restriction measures in Kenya's tourist .*.. *rnets coupled *itn inr"uted uptake of domestic tourism '

As a resurt, the sector is estimated to have .-p.^oro by 5^6r? po ..nt in the first quarter of 2022 compared

to a contraction of 33.0 per cent in . ,i*ir., [u;;;.izoz,n. ,"uouno was refrected in visitor arrivals

through Jomo Keny.nu'tn*,nutionar Airplrt 1ir<rnr ano 
lvroi^fie,^na.a 

Airport (MlA) which increased

considerabry from 1g6,514 visitors u.t*..n'jr*ury .no r'ray zoir to 397'136 visitors over similar period in

2.5 Construction

The sector expanded by 6.4 per cent in the first quarter of 2,Z.compared to 6'8 per cent growth over a

simirar period in202L in, 
'urtuined 

growth in the secto, ** ou*rlrpp.lr^lll,infrastructure 
proiects

being undertaken by the government and priurru ,.-.1:, construction. cement consumption' a key input in

construction increased by 20.1 per cent to siand at 4,058.4 thousanJ,onn.. between January and May 2022'

The vorume of bitumen imported in.r.rruJ from 20,668.g tonn* in the first quarter ol2021to 44'060'9

tonnes over a simirar period inzo2z.rn. totuivatue of nuiroings"ap;;r;; r Nairobi,city county increased

by 67,6 per cent **!.n .,.nuary and Mav ur- *rn.. 42r5 b';[rio;Iin zorr to Kshs'71'2 biltion in2022'

?:.rr.H::'r'ilHl;:i.1lL,rTw by B 1 per cent in the rirst quarter ott[Z|compared to a contraction

of 7.9 per cent over ;fii,* perioo in 2021, The recovery was *i;;; in consumption of light diesel and
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operations of Standard Gauge Railway (SGR). Consumption of light diesel increased from 575,3 [/T in thefirst quarter of 2021t0 578,4 MT in same quarter of Z)Z2.Passenger transportation through sGR increasedby 12'7 per cent from 460,497 passengers in the first quarter of 2021to 518,780 passengers in thecorresponding quarter of 2022. similarly, freight movement through sGR increased by 8,6 per cent to standat 1'536'0 thousand Ii/T in the first quarter of 202.2. However, growth of the sector was curtailed by decline
in port throughput by 12,4 per cent to 8,637.9 thousand MT in the first quarter of 2022.

2.7 lnformation and Communication

lnformation and communication sector expanded by 6.'l per cent in the first quarter of 2[Z2compared to 10,1per cent growth recorded in the corresponding quarter of 202L The growth was buoyed by increased usageof internet and short Messaging services (slvls). Bandwidth utilization increased by 22.3per cent from4,299'3 Giga bits per second (Gbps) in the first quarter of 2021 to 5,262.0 Gbps in a similar period of 2022
mainly due to harnessing of technology to conduct operations remotely. sirnilarly, sMS increased from 10.6billion messages in the first quarter of 2021t0 10,9 billion messages over similar period in 2022.The sector,sgrowth was held back by decline in voice traffic from 19,5 billion minutes in the first three months of 2021 to19.2 billion minutes over the same period in2022.
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3.0 FISCAL DEVELOPMENTS

3.1 Revenue

Total revenue collection, including ministerial approp riation in aid (A-i-A) for the Period JulY 2022 was

Kshs.146.3 biltion (1'0 Per cent of GDP)comPared to a target of Kshs.161'1 billion (1.2 Per cent of GDP) as

shown in Table 3' The reve nue collection was below the target bY Kshs.14 B billion on account of shortfalls

recorded in both ordinary revenue and ministerial A-i-A Total revenue for the period grew bY 8'3 Per cent

compared to a growth of 29.8 Per cent recorded in similar period in the FY 2021lz}when total revenue was

Kshs.135.0 bitlion (1.1 Percent of GDP)

Table 3: Government Revenue and External Grants Performance lor FY202?J23 (Kshs. billions)

Source: National Treasury

ordinary revenue collection in July 2022 amounted to Kshs.132.6 biilion (0.9 percent of GDP) against a target

of Kshs.143.6 birtion (1.0 percent of GDp) ,..o,oing a shortfa* of Kshs.11.1 billion' This shortfall was on

account of berow target cotlection registered in inro*. tax of Kshs.5.B bittion, excise taxes of 4'4 billion and

VAT of Kshs.3.5 b*rion. other revenur, .rt.iofi*u, ,bor* tnelarget by Khs'3'3.bitlion' The shortfatl in

VAT revenue is rargery exprained by high inflationary pressure ano tne depreciation of the shitling against the

do*ar reading to high costs of inputs. The short fa* in income taxes is partly attributed to dectine in PAYE

remittance from the pubric sector, Excise tax* w.re affected by the deciine in volumes of Petrol' Diesel and

l*uminating Kerosene by r2.Zper cent, rzs pur cent and 1g.1 per cent respectively, and decline in volumes

of Spirits, Tobacco and Soft drinks deliveries'
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For the period ending July 2022, ordinary revenue registered an annual growth of 8.5 per cent compared to
a growth of 28.9 per cent over a similar period in 2021122, Over the same period, growth rates of the major
tax heads were as follows: import duty (22.5%), excise taxes (8,4%), income tax 1S.S.f; and VAT (4.6%) as
shown in Figure 2.

Figure 2: Growth rates of ordinary revenue categories, July 2018 lo July 2022.

Source: The National Treasury

on the composition of total revenue, income tax takes the largest share at 3g,6 per cent followed by VAT at
27 .2 per cent, and excise taxes at 12.3 per cent as shown in Figure 3.

Figure 3: composition of Total Revenue in Jury 2022 (percentage)
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3.2 ExPenditure

Totar expenditureandnetrendingfortheperiodending 
JuryZ,z2amountedtoKshs'158'0billion(1'1 

per

cent of GDp), which was berow the target of Kshs.227.7 bi*on (1.6 percent of GDP), by Kshs'69'B bitlion'

This was rargery on account of berow target disbursement of recurrent expenditure by Kshs'60'1 billion and

deveropment.*punoitu* by Kshs.1.2 biilion, Totar expenditure ancr net iending for the period ending July

20zzgrewby g.2 percentfrom Kshs.144.7 bittion in the period ending Jury 2021 as shown in Table 4'

Table 4: ExPen ditures Pe rformance inFY 2022123 hs. billions

ffi,.::Ti|f,::ilr,.. for the period was Kshs.12e.4 biltion against a tarset or Kshs lse'5 billion thus

recording a berow target expenditure of Kshs.60.1 biilion, 
'r-he berow target in recurrent expenditure was

mainry attributed to operations & maintenance, domestic interest, and pensions & other cFS' which were

berow target by Kshs.36.7 billion, r<sns,it.3 biilion, ancl Ksrrs.7.0 biilion, respectivery' Development

Expenditure for the period ending. Jury Zozzwas Kshs.s,6 birion, against a target of Kshs'6'B billion'

recording a shortfall of Kshs'1'2 billion'

3.3 Fiscal Balance and Financing '

overarl, flscar deficit incruding grants (on cash basis) for the period ending July 2o22was Kshs'11'7 billion

(0.1 percent of GDp) against a target of Kshs.66.6 birtion (0.5 p.,c.nt of coel as shown in Figure 4' This

deficit was financed by net foreign ,".pryrn.nt of Kshs.10.8 bitlion (0.1 percent of GDP) and net domestic

financing of Kshs.S1,6 bi*on (0.4 perceni of cor1. The net foreigh financing consisted of disbursements

(infrows) of Kshs.27.9 bi*ion and externar ,.puvruntr (outfrows) oifrincipat debt of Kshs'38'6 billion'

)ul-22lul-
GDPo/orowthGoloDeviationActualActualDPENDITURE (Ksh billions)
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Figure 4: Fiscal Deficit for period Ending July 202 1and2022(Kshs. Biilion

Source: National Treasury

3.4 Fiscal Outlook for Fy 2OZ2t2i

Going fon'vard, revenue performance will be driven by economic recovery, and continued reforms in tax policy
and revenue administration. As such, the total revenue including A-i-A is projected to grow by 11,g per cent
from Kshs.2,199'B billion in FY2021l22to Kshs,2,462.4 billion inFy2o22l23. The oroinary revenue for Fy
2022123 is expected to grow by 11.7 per cent to Kshs,2,141.6 billion from a collection of Kshs.1,g17.g billion
inFY 2021122.

The following factors are expected to support revenue ouflook:

i' Continued economic recovery across various sectors mainly due to implementation of Economic
Recovery Strategy.

ii' Realization of full impactfrom the implementation of the Finance Ac.,2022.

iii' lmplementation of different initiatives by KRA to enhance revenue collection including roll-out of Tax
lnvoice Management System (TIMS) and implementation of compliance improvement plan,

Total expenditure and net lending is projected at Kshs,3,358.6 billion tor Fy2o22l23 compared to
Kshs'3,027'5 billion inFY2021l22. of this, recurrent expenditure is expected to amount to Kshs.2,271.0
billion and development expenditure at Kshs,676,6 billion, Fiscal deficit inclusive of grants is projected at
Kshs.B62,9 billion (6.2 per cent of GDp) in the Fy 2OZ2IZ3.

3.5 FiscalConsolidationprogramme

ln the 2022123 budget, the Government aims to continue with its revenue mobilization and expenditure
prioritization policy geared towards economic recovery. This will support sustained, rapid and inclusive
economic growth, safeguard livelihoods and continue the fiscal consolidation programme, thus creating a
fiscal space for the implementation of Government priority programmes in the medium term.
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The medium-term consoridation poricy aims at reducing fiscar deficit progressively f..::-G 2 per cent of GDP

inzo,2tz3to 4.4 per;r.,.iGDp in zozrtzi anafurther to 3.2 per ceniof GDP 
'n2025t26' 

ln this respect'

the Government shall closely monitor tne impact of the current op.r.ting environment to the economy and

accordingry adjust the fiscar plan to ensure tnat tne tleveropment ,g.nJ. rr*ains sustainably funded' At the

same time, the government is in the process oifinatizing a *ationaiiax policy, and developing Medium Term

Revenue strategy(MTRS). This wirtenhance ..rtrintvin the budget pro.... and improve implementation of

Governmentp,og,u*,,,andprojectswhileadheringtotrrefiscalconsolidationplan.

3.6 Public Debt

The stock of pubric and.pubricry gu13rt::d debt increased by Kshs'882'4 billion to stand at Kshs' 8'579'1

bi*ion as at June Z,22.romKshs. 7,6g6.r i,r,a. * at June zozr. ine increase is attributed to disbursements

and exchange rate fructuations on u*t rnui'i.rt; ,no the uptake oioo*.rtir debt during the period under

review. pub*c debt net of governme., o.o.ri, *u, r<rnr. 8,160.1 bittion for the period under review as

shown in Table 5

Table 5: Overall debt ition from June 2020 to June 2022 hs. Billion
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1,924.0

1,181.3

12.2

- ,i,iso.7 t

'-!

1,321.6 ,

.,.,,-','. ' ., -. i'
1,421.8

1 ,102.3 i i2o.a-l

1,498.8

r ,t is.4

2.3 123 
'

2.3

17.6 18.0 18.1 i8.

3,793.3 3,
4,062.53,999.5769.9

4,174.4 4,209.6

3,515.8 ,663.53

I

Banks

Total Banks

Non-ban k&Non Residents 1,425.5

Sub-Total Domestic

Grand Total Net

107.4
87,6

1,653.2 1,808.0 1,776.7 1,814.2

1,752j 1 ,915.4 1,868.2 1,876.6

1,541.7

i,iii..s ', 
-5,nsz.i 3,488.8

-_.--- -,--n -

3,569.8 ,

6,693.3
7,339.7

-614.4 416.8

6,190.0 6,500.5 6,826.8 i 6,s17

i_

90.9 88.7 95.6

1,917.6

1,901.8 2,008.6 2,031.7

1,620.6 '1,693.3 1,795.3 i -iBrs, 2,000,7

3,697.1 3,937.8 i 4,032.4 4, 192 4,288.3

i asri
i z,oos q1,978.5

i 8,401 o

i

8,579.
8,206.7 I

-544.2
418.2

8,160.9 I

40.2.2 7 1 7,745.5 i ?,967.9

'Provisional
slli.i''in-. NationalTreasury and central Bank of Kenya

tn do*ar terms, the external public debt stock decreased by usD 670,41 million to USD' 36'413'Bg million as

at end of June, Z22]tromusD. 37,084.30 mittion at end of June ioir u. shown in Table 6' This comprised

99.9
98.9

Central Bank
98.7

1,769.5

Dec'21Jun-21
Mar-22

Sep.21Mar-21Dec-20Sep-20Jun-20

8,000.37,696.67,282.1 ?l
I

I

7,120.6
Grand Total Gross

-556.4

-5.7-5.7

449.6

-5.7-5.
Less OnJending

449.1461.3
497.6DepositsLess
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of 44'B' 27'3' 27'5, and 0'3 per cent debt owed to multilateral, bilateral, commercial banks and suppliersCredit lenders, respectively.

Table 6: Ken s Public and Publ Guaranteed External De June 2022 millions
BILATERAL

AUSTRIA

BELGIUM

CANADA

DENMARK

FINLAND

FRANCE

GERMANY

ITALY

JAPAN

NETHERLANDS

USA

CHINA

OTHERS

TOTAL
BILATERAL

MULTILATERAL

ADB/ADF
BADEA

EEC/EIB

IBRD

IDA/IFAD

IMF

OTHERS
TOTAL
MULTILATERAL

13 14

112.42

0

5.67

13.4

748.38

333.07

349.64

1,423.97

0.51

14 83

6,753. 1 3

316.66
10,084.80

13.52

113.07

0

5.41

12.51

762.54

345.47

365.49

1,489.84

0.53

12.32

6,731.17

313.28

10,16s.16

14.18

123.31

0

5.03

13.1 1

835.65

342 54

383, 1 7

1,525.90

tJ.5 /
121.7

0

4.33

1 '1.16

800.13

323.67

366 88

1,447 gn

30.31

39.67

29.53

0.48

100

19.93

117.61

0

4.39

1 1.31

8s1.83

338.31

371.85

1,474.72

12.98

1 19.13

0

4.3

9.71

836

331.43

364.79
t,q6s.lt

12.44

6,917.51

337.44

10,408.90

3,068.91

38.94

zos.ad

298.58

10,1 18.26
'1,63s.00

47.26

15,410.83

11.94

r io.oa
0

4.12

7.93
goo.st

lst.zt
347.71

r,sai.ca

11.04

109.81

0

3.88

764.63

332.55

10.69

6,830.'10

311.8

9,956.78

328.79

zqs:gg

2,475.99

36.66

1s7.67

250

8,399.27

1,038.33

49.13
12,407.05

1 65.51

33,005.37

2,726.74

36.34

186.99

250

8,808.04

1,047.10

49.66
13,104.87

2,910.65

38.36

195.65

296.1 1

9,219.83

1 ,016.70

51.86

'13,729.16

2,886.3B

37.51

185.05

294.15

9,220.s9

985.04

48.3?

13,657.03

2,988.3s

39.53

215.38

294.98
'10,146.65

1,652 44
48.97

15,386.29

3,187.8,1

38.72

197.0S

297.56

10,150.48

1,834.49

44.83
15,750.98

3,269.84

41.1

nah
569.35

10,474.77

1,751.87

45.43
16,328.48

10'348'00 10'330'26 10,253'45 't0,167'10 11,010.10 10,838.54 10,679.43 10,510.99 10,02s,49

1 1.98

7,0'16.85

326.17

10,597.89

11.77

7,013.42

320.06

10,434.65

13.14

7,056.92

321.73
10,575.15

28.52

41.49

29.69

10.78

6,83s.26

323.09
10,191.86

3,317 25
39.2

188.94

isia.tq
to,osg.r3

1,824.62

43,87

1 5,809.95

COMMERCIALl

o/w
lnternational
Sovereign Bond

EXPORT
CREDIT
GRAND TOTAL

ln percentage of
total
BILATERAL

MULTILATERAL

COMMERCIAL
BANKSI

EXPORT

CREDTT

TOTAL
- 

Provisional

165.51

33,765.80

1 6s.51

34,146.02

165.51

34,424.30

7,1 06.28

108.74

28.07

rz.qs
28.9s

0.29

100

7,100.00

1 07.58

37,084.30 36,769.44 36,895.24 36,620.38 36,413.89

7,106.58

1't2.77
7,100.00

't11.17
7,100.00

1 03.14

27.83

43,17

28.7

27.34

44 84

27.53

0.29 0.28

100 't00

30.s6

37.s9

31.35

30.1

38.81

30.59

30.5

39.51

29.51

28.31

41.9'l

29.48

0.5 0.49 0.48

'100 100 100

0.3

100 100

0.3

Source: fhe National Treasury and Central Bank of Kenya

Provisional Externar Debt service as at end of July 2022

As at end July 2022, the external debt service payments amounted to Kshs.54,B billion. This comprisedKshs'38'6 billion principal repayments and Kshs.16.2 billion interest payments as shown in Table 7.commercial; Bilateral and Multilateral creditors constituted 11.3, 83.4, and 5.3 per cent of the total externaldebt service respectively.
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Table 7: External Debt Service end J ,202? hs. Billions
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.46
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0.15

0.58
0.35
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AL 6.21
4.58
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-__.,-...----l--.-
3854 

i

Source: The National Treasury and Central Bank of Kenya

Kenya's Pubtic debt remains sustainable in line with the PFM Act, 2012 which requ ires that Pubtic debt and

obligations remain at sustainable levels' As shown in Tabte 8, the Present Value of external debt-to-

-' {6il

(PV)

Guaranteed (PPG)of debt-service-to-exPo rts indicators remained above the

export and Public and PubliclY

thresholds throughout the medium-term Proiection Period . This is attributed to high deficits combined with the

sharP slowdown in exPorts and economic growth in 2020 caused bY the Pandemic' However, the debt

indicators witl imProve as fiscal consolidation Progresses and exports and outPut recover from the global

shock. ln addition, the Government has Pu t in ptace various measures to increase tax reve nue and control

expenditures in order to reduce the fi5catdeficit over the medium term

Table 8: External Debt Sustainabili$ Analysis

ITALY

25.625,926.927.228.227.140 198.8207.5225.6241.7ratiodebt-to-GDPofPV 278.5280.1180 17.428.B19.523.7ratioofPV 21.624.715 12.220.013.3ratioDebtPPG 16.013.614,618ratioservice-to-revenueDebtPPG

'Proiection
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The current account deficit relative to GDP is estirnated at 5.1 percent (usD 5,868 million) in the year to July2022 compared with 5'2 percent (usD 5,495 million) in-tu },!rr. to july 2021, refbicting increased imports

;ffi:'rtflYo3::.'n 
in exports of tea and horticulture, rtr.ong liowtn oiremittancu, uno recovery of cross-

The deficit in the goods account widened to UsD 12,403million in the year to July 2022,largelyreflecting anincrease in imports of peholeum products due to nign internailonal oil ilice-s lrffi;; goods increased by20'3 percent to stand at UsD 19,604 million in Jut! 2022friiuso io,zge nliiiion-in luty 2021,reflectingincreased imports of oil and other intermediate 
-o*or. rrportr of intermediate goods also increased,attributed to increases in economic activities afLr the.o*,r, lifted the covro-rg restrictions. Theperformance of exports improved by 11.3 percentto USD 7,200 mrllion in tne y#[ JulyZo21.Earningsfrom tea remained relatively stable riflecting demand rrom traJitilnal markets iux-, n.L and Africa). Exportsof manufactured goods also.increaseo ny)a.s p.r..nt in tn. feriod unuer ieview.'Ho*rr.r, horticulturereceipts fell by 10.7 percent due to a drop in e.rnings in the third quarter,

Total receipts from services almost doubled to USD 6,711 million in the_year to July 2022 compared to asimilar period in 2021, driven by international travel ,no trrn.fort, and lci. rinanciar iows to Kenya wereusD 5'746 million in,the year to July 2022 compareo to uso 5,160 million in a simitar period in2021.Financial inflows into Kenya have mainly been driven by other investment flows to the government, banksand nonfinancial corporations as shown in Table g

The usable foreign exchange reserves remained adequate at USD 7,375 millio n (4.20 months of importcover) as of september 1,2022. This meets the cBK's siatutory requlrement to endeavor to maintain at least4 months of import cover,

Table 9: Balance of payment development

4,0 EXTERNAL TRADE AND BALANCE OF PAYMENTS

4,1 Balance of payments

Jul-2O
Actua

. Jul-21 Jul-22 rrentage

Trade balarrce
Goods: exports, f.o.b.

7ba
I{orticulture
futan4factured ()oods
Other

Goods: impotts, f.o-b.
Oil products
Other

Machinery & Tranrport eguipment
rvices balance

nt account

Otlcr

Setviccs, CrEdit
Trrcporotbn
Trawl

Serviccs, De bit
Trrcpotution

income, bf,ltrnce
ry irrcome, balance

Remimces
Capital accoirnt
Financial Account

Foreign Dircct Inwstrrent
Porrblio lnvesEnett

4,854
-9,233
5,9r8
1,234
901
366

3.4t7
l5,l5r
2,549
8,1 95
4,407
a6l

4,436
t,584
74t

3,576
1,242
-1,51t
5r03O
2,484

146
4,223
-636
1.220

-5,495
-9,a3t
6,467
1.t8t
t,136
463

3.687
t6,29A
2,71 0
9,333
4,255
212

3,a82
r,t49
683

3,57O
1,34 I
-1,382
s,5o6
3,494
206

-5,095
t02
-306

-s,a6a
-12,4O3

7,2OO
t,289
1,O14
571

4,326
r9,604
4,955

1 0,1 73
4,476
1,84O
6,711
2,237
t,ooo
4,472
2,25a
-1,102
6,3a9
4,027

246
-5,71o
-593
965

6.8
26.2
11.3
9.2

-70..1
23.3
17,3
20.3
a2.a
9,O
5.2

768.7
72.9
94.6
46.5
32.A
6a.4
23.2
r6.o
15.3
19.9
l2.l

-6AO.a
41s.4

Source: Central Bank of Kenya
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c,

Diaspora remittances inftows in Juty 2022 totared usD 31g.4 miilion compared to us? 336'7 mittion in Juty

2ozt, adecrine of s.1 ;;;r;nt Fisure b Td;ilawe introws f* ih; i' montns to Julv 2022 totaled USD

3,gg5 mi*ion .o*p.r.[ io uso g,++z *,*r. i. tn. rrme period i. io'zrl 
'n 

inr"u" of 16'1 per cent' The

strong remittances inflows continue to ,upportin. .uu.nt...ount''nJ the stability of the exchange rate' The

US remains tne targesi sourcu of remittances inio Gnvu, accounting for 58 per cent in July 2022'

4.3 Remittances from the DiasPora

re 5: Remittance lnflows
Figu

Source: Central Bank of KenYa

4.3 Exchange Rate

The Kenya shi*ing exchange rate was stable against maior international currencies amid high demand for

the Us do*ar in ,n. ,n'i.'nu,ional marketr. rt'**r.ned by 9,4 pd;i;;.inJ tnr us Dollar to exchange at

an average of 119.45 in August zozz.omprr.i *iin rob,z+ i. 2;i. rt"h*.*,,,'trengthened against the

sterling pound, the Euro, ,io tn. ,rprn.rJv-Jn. ii.rro outperfoimed art East African Regional currenctes

with Ugandan .no raiziian shiltings o.pre.irting against t<.ny. snitting strongly as shown in Table 10'
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Table 10; Foreign Exchange Rate

* 
Units of currency per Kenya Shilling

Source: Central Bank of Kenya

t011 i,txt Annual

%changelun Jul Aug sep 0ct Nov Der Jan Feb Mar Apr May lun Jul Aug

US Dolhr

PmndShrlhg

Euro

lffiJapanese Yen

South Afiica Rand

Uganda Shilirg*

Ianania Shilling*

Rwanda Francl

BurundiFranc*

t07,81

l5 1,45

130,07

n,w

1,16

32,84

21,51

9,30

18,39

108. t4

t49,ii

1x.89

98,m

1.45

32,84

2t.44

9,31

18,32

tff,,24

150,87

t28 59

w,41

1,19

3L,39

2t.23

9.23

18. l6

I 10. l5

15t,5 I

t29,78

tm,06

i.56

32,06

2t,04

9,20

18,03

l 10.86

15t,58

r28,60

98,03

1,44

32,28

20,78

9,n

n,94

l[,fl
150,97

t21,94

98, 19

7.23

3t,u

20,51

9, r5

n,w

il2,91

150,15

121,64

w,20

7, l0

3 1,49

20,n

9. t8

l?,65

113,38

153,$

12842

98,63

7.3r

31.13

20.33

9, l5

17,6 r

I 13,66

153,71

r28,79

98,69

1,45

30,n

20.35

9,1 I

ri,59

I 14,32

H,m

126,21

96,U

1,6t

31,39

20,21

8,91

tI.19

I 15,40

150,09

t25,52

91,83

1,73

30,68

20. 13

8,83

17,?8

I 16,28

145,08

tn,9i

90,30

1,14

3t,24

20,00

8,78

t7,66

17,,N

144,83

124,t4

87,58

7,44

31,9r

19.87

8,n

17,54

I 18.32

r41,85

tN,n

86.57

7,03

32,04

t9,7 I

8,68

17.40

ilq45

r43,46

n1,03

88,51

1,t6

32,08

t9,s2

8,64

11l,21

9,35

4,91

.5.88

.ll,02

-3,t2

-0,95

.8,05

.6,38

4,93
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5.0 BANKING AND FINANCIAL SECTOR

5.1 Money Supply and Domestic Credit

Annuar growth in broad money, M3, increased to 7.6 per cent in Jury 2022 conpared to 6.g per cent in July

2021, mainry supported by an increase in rending to the private sector. credit to the private sector grew by

l4,2percentinthel2monthstoJuly2022supportedbyimproveddemandwithrecoveryineconomic
activities. strong rending was registered in transport and communication, manufacturing, trade, business

services, consumer durJbles, and building and construction as shown in Table 11'

Source: Central Bank of KenYa

5.2 CaPital Market

Trading of equities at the Nairobi securities Exchange (NSE) decrined in July 2022 compared to July 2021'

The Nairobisecurities Exchange Ail Share lndex (NASi), NSE 25 and NSE 20 Shar:e price indices declined

by 20.5 per cent, 15.8 per cent, and 13.8 per cent, in July za,zcompared to July2021, respectively. Market

capita,zation, equities turnover and totar number of shares traded declined by 20.5 per cent, 13'B per cent'

and 7.4 percent, respectivery, The share of foreign investors trading in equities also declined to 50'6 per cent

in July 2022from56.2 per cent in July 2021'

rn the domestic secondary bond market, bonds turnover decrined by 33.3 per cent to Kshs'61'9 biltion in July

2022tronKshs.g2.g billion in Jury 2021, ln the international market' yields on Kenya's Eurobonds increased

by an average of 912,8 basis points as shown in Table 12'
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Table 12: Developments in Capital Markets

Source: NSE and Reuters
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Jan-20 t62.09 4.023.35 2,600.41 336.00 t2.336.t9 2.473.87 38,971.8r 712.00 60.60 96.48 5.65 4.74 6.0t 6.89 7.s9
Feb-20 r48.60 3.662.74 2,337.03 385. I 5 12.265.1s 2.267.6t 50,349.99 948.00 62.81 97.05 6.0r 5. l0 6.23 6.94 7.6s
Mar-20 13t.92 3.109.00 t,966.t2 639.33 19.092.00 2.016.06 68,734.89 t.222.N 60.01 97.13 8.78 8.26 8.s7 9.08
Aor-20 t39.69 3.292.64 I,958.07 439.03 12,659.6t 2,135.01 30,549.27 647.00 il.96 97.31 9.27 9.67 9.23 9.66 9.52
Mav-20 137.t3 3.201.94 1,948.08 430.26 14,573.20 2.095.92 41,t52.t0 1.004.00 65.38 98.21 8. l2 8.05 8. t8 8.76 &88
Jun-20 137.68 3.217.| t,942.12 552.55 12,30 t.6 I 2.105.36 58,949.92 I.376.00 63.43 98.34 7.30 6,48 7.s1 8.21 8.41
Jul-20 133.23 3.059.56 I,880.84 517.07 13,469.60 2,036.04 69,993.89 1.073,00 60.62 98.30 7.32 6.43 7.40 8. t4 8.43

Aue-20 139.68 3.223.79 I,804. r 0 470.56 10,543.37 2.144.43 70,462.01 1.203.00 65. 14 98.24 6.95 6.02 7.08 7.63 8.20
Sep-20 r39.89 3.258.78 1.794.8s 524.s3 13,923.59 2.147.74 87,406.25 1.882.00 75,55 98.00 7.M 6.37 7.49 8.l9 8.67
0ct-20 140.04 3.t70.87 1.852.29 2t9.42 5.880.9 I 2.150.06 4.672.73 1.356.00 68. l6 97.7'1 6. r9 5.12 6.62 7.34 8. 16

Nov-20 t4s.20 3.264.t5 1.783.68 3E 1.00 I 1.393.00 2,229,00 48.524.12 1,222.00 67.97 97.50 5.21 4.42 5.61 6. 16 7.24
Dec-20 t52. I I 3.4t5.24 1.759.93 369. I l t0.236.93 2,336.70 58.06 L98 r,459.00 61.79 98.21 4.86 3.92 5.22 5.85 7.04
lan-21 t56.6 3.434.s r,868.4 281.7 8.176.3 2,405.3 54.414.5 2.070.0 29.7 97.2 4.8 3;t 5.3 6.1 7.2

Feb-2 I 165.4 1.625.0 1.9 15.7 330.7 10.8 I9.7 2,54t.2 77.395.0 2,t24.0 62.0 97.0 4.6 3.2 5.3 6.3 7.3
Mar-21 158 5 3.53 t.6 1.846.4 372.5 12.064.0 2.437.0 67.s69,0 1.6s8.0 56.4 96.4 5,6 3.6 6.3 7.1 8.0
Aor-21 t69.2 3.674,8 1.866.5 293.0 9.877.6 7,599.t 67.590.6 2.046.0 64.8 96.7 5.0 3.2 5;1 6.7 7.7
May-21 r70.0 3.669.6 1.871.6 385.9 t4.16t.7 2.646.7 r07.044.6 4,286.0 56.7 95.8 4.6 3.1 5.3 6.2 7.3
Jun-2 I 173.5 3.7n.2 1.927.5 420.7 t3.952.6 2,702.2 96.603.9 1,668.0 54.7 96.8 4.8 3.3 5,4 6.3 6.3 7.4
Jul-21 t1't.5 1.890. I 1,974.3 285.0 9.275.3 2.166.3 92.753.2 1,720.0 56.2 96.9 4.8 3.3 5.4 6.2 6.2 7.3

Aus-21 182.3 4.018.8 2.020.8 344.6 I 1.854. I 2,84t.4 87.139.6 2,010.0 48.5 96.6 4.6 3.1 5.0 6.0 5.9 7.t
Sep-2 I 178.3 3.9 14.5 L03t.2 317.0 10.232.0 2,778.6 I r8.188.8 2,589.0 49.9 96.7 5.0 3.2 5.4 6.5 6.5 7.5
Oct-21 178.0 3,85 t ,7 1.96L3 264.3 10,274.2 2.7:17.t 66.243.6 1.924.0 64.8 96.8 5.5 3.7 5.7 6.'.l 6.6 7.9
Nov-21 163.9 3,633.5 r.871.3 457.2 15.584.0 2.552.9 65.793.7 2.003.0 51.2 96.6 6.0 4.4 6.2 't.l 7.0 8.4
Dec-2 I 166.s 3.743.9 1.902.6 285.6 10.453.8 2.592.9 53.224.3 3.022.0 57.2 96. r 5.6 4.4 5.8 6.7 6.6 8.1
Jan-22 163.3 3,680.2 r.889.3 220.5 8,247.7 2.543,4 48.426.3 2.972.0 59.7 96.5 6.3 4.2 6.6 7.2 7.t 8.7

Feb-22 t60.3 3.62t.2 r.886.8 281.3 9.971.5 2.49s.9 54,884.6 2.060.0 57.0 96.4 8.1 5.4 8.1 8.8 8.6 9.6
Mar-22 155.7 1.565. I 1.846.7 25t.3 9.64 I .0 2,425.5 81.640.4 3,066.0 47.9 95.7 8.1 6.9 8.2 8.7 8.3 9.5
Aor-22 t50.2 3.382.8 1.800.6 t9?.9 5.85 1.4 2,340.8 71.363.7 1,895.0 62.9 94.8 10.5 8,7 10.0 10.4 10.0 I 1.0

May-22 128.8 1.055.9 1.58 1.8 320.0 10.778.0 2,006.0 58.877.8 2,066.0 64.0 94.8 10.4 10.3 10.0 I0.2 9.6 10.8
lun-22 t24.5 2.953.6 t.6t2.9 357.5 9.607.7 t,939.2 65.42s.9 2,U7.0 57.8 95.0 16. I 17.0 14.7 13.8 t2.7 13.7
lul-22 l4l. I 3.274.8 r,70 1.3 264.0 7.998.5 2, I 98.i 6t.862,7 2,092.0 50.6 94.7 t6.3 t6.2 14.9 14.0 t3.2 r3.3
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6.0 PERFoRMANCEoFoTHERMAcRo-EcoNoMlClNDlcAToRS

rnfration remained above the upper bound of the medium-term inflation target band of 5t2'5 per cent for the

third consecutive month, mainry driven uy suppty side factors. rt increased further to 8'5 per cent in August

from 8.3 per cent in Jury, on account of erevatei fooo prices. Food inflation remained elevated and unchanged

atl5.3percentinAugust,reflectingpoorharvestfollowingunfavourableweatherconditions-a:-\^/:'3:t:::l:
constraints, Fuet innation increased in line with elevated international energy prices despite pump pnces

remaining unchanged in the August t+ review ulin..^ov arid petroleum Regulatory Authority (EPRA)' lt

increased to g.6 per cent from g.0 per cent in Jury, and contributed 1,g percentage points to overall inflation'

Non_Food Non_Fuer inflation remained stabre, refrecting muted demand pressures in the economy' lt

increased to 3.2 per cent from 3,1 per cent in Jury, and contributed 1.1 percentage points to overall inflation

as shown in Figure 6. rnflation is prolected to revert to the target band in the near term supported by improving

food situation with the expected harvest of maize in september and favorabre weather conditions leading to

6.1 lnflation

decline in Prices of vegetables'

Figure 6: Developments in inflation rates
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6.2 lnterest rates

The Monetary poricy committee (Mpc) retained the centrar Bank Rate (cBR) at 7,50 per cent in July

\OZZ.TheMpc noted that its action of tightening monetary poricy in rday 2O22was timery in anticipating

infrationary pressures, and its impact was stitt transmitting through the economy' This action was

compremented by an additionar package of flscar measures by the Government to moderate the prices of

specific items, These deveropments are expected to ease domestic inflationary pressures in the near term'
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short term interest rates increased slightly in July 2022,parlly reflecting liquidityconditions in the market.
The weighted average inter-bank rate increased to 5,50 per cent in July zozztron qfi percent in July 2021.
The average 91-day Treasury bill rate increased lo 8,21per cent in July 2022 compared to 6.64 per cent July
2021.

commercial banks' lending and deposit rates remained relatively stable in June 2022,Theweighted average
lending rate increased marginally to 12.27 per cent in June 2o22from 12,02percent in June2021, while the
weighted average deposit increased to 6,62 per cent from 6.37 per cent over the same period as shown in
Figure 7.

Figure 7: lnterest Rates
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7.1 Global EconomY

According to rMF Worrd Economic outrook (Jury 2022),the.Grobareconomy is prolected to decline from the

estimated 6.1 per cent in 2021 ro3.2 per .uniin 2O2i andmoderated to i.s per cent in 2023 as shown in

Tabre 13. The projected dectine in grobar growth is mainry attributed to several shocks that affected the globat

economy that resurteJ in sto*., growth. Th;;; incrude: higher *ran expected world-wide inflation in the USA

and major European economies; this resurted in contractionary monutary poficy in the United states that

triggered tighter flnanciar conditions tnat reiio reduction in househord purchasing power since wages growth

has not kept pace with the rising inflation, u *0,r. than anticipated srowdown in china' reflecting covlD-19

outbreaks and rockdowns, and downturns * aninu and Russia ouu to negative cross-border effects from the

war in Ukraine. china,s growth is expecteJ to decrine from 8.1 p.r..nt in2021to 3'3 per cent in 2022due

to the pandemic_inouceidisruptions rerated to the zero-torerance covtD-1g policy and the deepening real

estate crisis, tn the Euro Area, growtn stows down due to spilrovers from the conflict in ukraine and tighter

monetary poricy. As a result, Euro Area cop grorr*, in 2O?-2is expected to decrine to 2.6 per cent, with

growthinGermanyundF...n..projectedatl.2and2.3percentrespectively.

rn 2023, tightening of monetary poricy and sp*rovers from the Russia-Ukraine conflict is expected to adversely

affect grobar output. Grobar growth i. .*#i;; to o..rin" to z g pur cent with the US and Euro area growth

slowing down to 1'0 per ceni and 1'2 per cent respectively'

7.0 ourLooK FoR 2022

Table 13: Global Econo mic Outlook and G rowth in the Leadi Economies

Source: IMF World Economic Outlook 2022)

'Proiections

7.2 Regional Economies and Sub'saharan Africa

Tabre 14 indicates that Economic growth in sub-saharan Africa rebounded to 4'6 per cent in 2021 from a

contraction of 1.6 per cent in 2020 mainry due to easing of cJo-rg restrictions that red to recovery of

economic activities. sub-saharan Africa (ssA) growth is expected to decrine to 3.8 per cent in 2022 as

domestic price pressures, par,y induced uy ,upiry disruptions owing to the war in Ukraine reducing food

22

2023*2022r20212020 2.93.26.1.3.1
1.42.s5.2-4.5
1.02.35.7-3.4
1.71.71.7-4.5 0.53.27.4-9.3
1.22.65.4-6.3 0.81.22.9-4.6 3.93.66,8.2.0
4.63.3Economies&

8.12.2 6.17.48.7-6.6 -3.5-6.04.7-2.7 2.03.06.9.6.9
3.54.8Caribbean&n America 5.8.2.9
4.03.8&c AsiaMiddle 4.6-1.6

Africa



affordability, and real incomes as well as surging fuel prices across the region. ln addition, growth might be
hampered by rapid increase in living costs in some countries and acceleration in the pace of monetary
tightening in advanced economies which may lead to higher borrowing cost and weaker external demand,
Finally, persistent domestic inflation could hasten monetary policy tightening, increasing the ,irf, of rtrgnrtion
across the region,

Table 14: Economic Outlook for SSA and ionalEconomies

Source: Wodd bank Global Economic
.lMF World Economic Outlookt 

Projections

Prospects: Sub-Saharan
(luty 2022)

Africa (June, 2022)

7.3, Medium-Term Prospects for Kenya

The country's economic performance remained robust in the first quarter of 2L22registering a growth of 6.g
per cent as compared to 2'7 per cent achieved over a similar period in 2021, The skong performance was
supported by recovery of most economic activities that had contracted during the first quarter of 2021 as a
result of covid-19 pandemic and subsequent containment measures.

Kenya',s economy is estimated to grow by 5.6 per cent in 2022*,,n ,n average projected groMh of 5.g per
cent in the medium term' The expected slowdown in economic performance in 2022 is premised on the
diverse risks associated with global geo-politics such as Ukraine-Russia conflict affecting commoditf pri.rr;
and the expected low agricultural production due to adverse weather conditions. ln the medium term, the
economy is expected to stabilize with the hope that there will be a recovery of economic activities both at the
Elobal and Sub-Sahara African economies. Further, inflation rate is expected to remain within the
Government's policy target range of 5t2.5 per cent in the medium term, with a projected rate of 6.6 per cent
in 2022 from the 6.1 per cent in 2021.The elevated inflation is attributed to the rising commodity prices
especially food and fuel, lnflationary pressure is expected to ease in the medium term to an average of S.g
per cent in 2023 and 5.1 per cent in 2024 as the Government puts in place measures such as fuel subsidy
program, lower electricity tariffs and subsidies on fertilizer prices to cushion citizens from the increasing
prices.

The easing of containment measures and recovery of economic activities boosted households, income in
2021' This is reflected in the private consumption that grew by 6.4 percent in2O2lcompared to a contraction
ol 2'6 per cent experienced in 2020. The private consumption is expected to continue with a recovery
trajectory in the near term averaging 6.0 per cent reflecting recovery of economic activity from the 2020

23

2020 2021 2022r 2023*
SSA* -1.6 4.6 3,8 4,0
South Africa* -6.3 4.9 2.3 1,4
Nigeria* -1.8 3,6 3.4 3.2
Burundi 0.3 1,8 2,5 3.3
Kenya -0.3 7.5 5.5 5.0
Rwanda -3.4 10,9 6.8 7.2
Tanzania 2.0 4.3 5,3 5.7
U anda 3,0 3.4 3.7 5,1
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srump. The conducive environment created by investment in infrastructure, security and other enablers such

as rcT (digitization), energy am.ng otngS woutd ne expected to support sustained private consumption and

investment rn z,zzand beyond. rn aooitronline ,u**ption or turi.upurity physical meetings' spods and

pubtic transportation pronorn*o on 11th trlarcn 2ozziskey towards fuir recovery of the various sectors'

The row performance of exports and inflationary pressures weakened the Kenya shilling to exchange at an

average of Kshs.109.o in iozt. The Kenya in1*ing against,n. i.rrrr is proiected to depreciate in 2022 to

Kshs.118.4 in the event that the ongoing nurri.-ri,*. .ont*.ii.rsists'' Nlvellrl:rt' with the continued

poricy suppon uy,n. c.ntrar Bank of r<unvr, tn. it irring i, .nuirJg.d to 
'pp"rirte 

to Kshs'1 12'6by 2024'

The cunent account barance i, .nuirug.i to remain tairty siiute in ine medium term supported by

improvement in exports and diaspor. ,.*iion..s inflow. rn zozilinl .urr.nt account balance is expected

to widen s*gh,y to 5.6 per cent as *n,pur.l a 5.5 per ..nt .ttuin.o in 20zl as the imports outpaced the

exports due to the rising grobar ***.;n; fri..r, .rp..iaty *'e-oit and food prices' ln addition' the

depreciation of the Kenya sh*ring and the;il;i Rr.r',."kaine conflict could contribute to the widening

of the current account balance. However, improved economic activities are envisaged to narrow down the

.utttnt account balance in the medium-term'

Table 15: Economic outlook for 2021-2024

Source: KIPPRA (2022), KIPP RA TreasurY
Model (KTMM) where 

* is forecast

2024*2023r2022r202120202019

6.25.95.6
Rates

7.5-0.35.1 5.15.86.6GrowthDPG 6.15.45.2 7.27.57.5lnflation 7,06.96.9Ratelnterest
6.36.15,6

GrowtheVolum
6.4-2.65 6.46.55.9Private Consu 5.735.6 4,05.63ConsumntrnmeoveG 3,96.58,5 5.46.34.5rivateP 4,28,711 B 6.25.74.4ntslnvestme 12.9-B.B-3,2 4.44.53,9rvlceSeandGoods 18.9.9.21,8

lm ServiceandGoods
-5.1-5.4-5.6

% of GDP
-5.5-4.8-5.2BalanceAccountCurrent

112.6115.2118.4
lndex

109.6106.502.11DollarKshs
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RISKS TO THE ECONOMIC OUTI.OOK
lnflationary pressures may adversely affr:ct household livelihood, and cost of production;
The volatility of the Kenya Shilling against major international currencies may further exacerbate high
inflation, increase borrowing costs and debt servicing;

Russia-Ukraine geopolitical tensions continues to hamper global trade due to disruption of supply
chains and cooperation;

Continued drought within the country as well as globally will dampen prospects of economic recovery
in the domestic and global economy. Drought will have severe impacts on the energy sector, water
use and summer crop yields;

lncreased public expenditure pressures particularly wage and other recurrent expenditure would put
a strain to the fiscal space;

The uncertainty of persisting COVID-19 pandemic in China, increased monetary tightening in major
economies as well as the recession fears in US and Europe might further suppress growth which
may have spillover effect to the global economy.

9.0 RECOMMENDED ACTIOI{S
i. Facilitate alternative source markets for imports to cushion the economy from the external shocks

such as geo political tensions

ii, Reduce over-reliance on rain-fed agriculture by investing more in drought resistant crops, increase
the productivity of existing irrigation schemes and invest in smart agriculture,

iii. AII tVlinistries Departments Agencies and Counties (MDACs) should continue prioritizing payment of
the pending bills by settling them as a first charge in line with the Treasury Circular No. 7/201g.iv. The Central Bank to continue monitoring inflation and exchange rates to ensure their stability.v. Continuous cooperation with bilateral and multilateral stakeholders to spearhead climate mitigation
action to limit emissions and raise investments to hasten the green transition.

vi. Continue the campaigns on uptake of COVID-19 vaccines and boosters jabs to curb spread of
emerging variants and other health associated infections.

vii. Enhance revenue collection ancl administration through:

a. Recruitment of additional active taxpayers into the tax bracket;
b. lmplementation of Tax lnvoice [Management System (TIMS)

c. lmproving compliance through implementation of comprehensive domestic taxes
compliance improvement plan.
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