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LEGAL BASIS FOR THE QUARTERLY ECONOMIC AND
BUDGETARY REYIEW REPORT

The Quarterly Economic end Budgetery Review Report is Published in
accordence with Section t3 of the Public Finance Management Act, 2012.lt
states as follows:

t3. (l) An accounting officer for a national government entity shall prepare a

report for each quarter of the financial year in respect of the entity.
(2) In preparing a quarterly report for a national government entity, the

accounting officer shall ensure that the report-

(a) Contains information on the financial and non-financial performance of
the entity; and

(D) Is in a form that complies with the standards prescribed and published by
the Accounting Standards Board from time to time.

(3) Not later than fifteen days after the end of each quarter, the accounting
offrcer shall submit the quarterly report to the Cabinet Secretary responsible for
the entity and the National Treasury.

(a) The Cabinet Secretary responsible for an entity shall forward a copy of
the report to the Cabinet Secretary and Controller of Budget.

(5) Not leter than forty-five days after the end of each quarter, the
National Treasury shall-

(a) Consolidate the quarterly reports and submit them to the National
Assembly and a copy of the reports to the Controller of Budget, Auditor
General and the Commission on Revenue Allocation; and

(D) Publish and publicize the reports.

(6) In the case of an entity that is a state corporation, the accounting oflicer
for the corporation shall submit the quarterly report to the Cabinet Secretary
responsible for the corporation who shall, upon approving it, forward a copy to
the Cabinet Secretary.
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HIGHLIGHTS OF THE SECOND QUARTERLY ECONOMIC AND
BUDGETARY REVIEW REFORT IN THE 2O2OI2I FV

Economic growth
ln 2020, the Kenyan economy was adversely affected by the outbreak of Covid-I9
Pandemic and the swift containment measures taken by the Government to contain the
spread. As a result, the economy contracted by 5.5 percent in the second quarter of
2020 from a growth of 5.2 percent in the first quarter of 2020. The economy
demonstrated signs of recovery in the third quarter of 2O2O as it improved to contract
by l.l percent, however this was a slowdown compared to the gowth of 5.8 percent
in the third quarter of 2019.

Stable prices
Year-on-year overall inflation rate remained low, stable and within the Government
target range of 5+l-2.5 percent since the end of 2017, demonsEating prudent monetary
policies. The inflation rate was at 5.6 percent in December 2020 down from 5.8
percent in December 2019. This was supported by a reduction in food prices such as

maize flour, capsicums, goat millq oranges, cabbages and Irish potatoes.

Interest Rates
Short-term interest rates remained fairly low and stable. The Central Bank Rate was
retained at 7.00 percent in Novernber 26,2020 to signal lower lending rates. The
interbank rate declined to 5.1 percent in December 2O2O from 6.0 percent in
Decernber 2Ol9 in line with the easing of the monetary policy and adequate liquidity
in the money market.

Money and Credil
Growth in broad money supply, M3, improved to 13.2 percent in the year to
December 2020 compared to a growth of 5.6 percent in the year to December 2019.
The improved growth in M3 was attributed to an increase in the Net Domestic Assets
(NDA) particularly improvement in credit flows to the government and the private
sector.

Balance of Payments
The overall balance of payments position improved to a surplus of US$ 1,434.0
million (1.5 percent of GDP) in the year to December 2020 from a deficit of US$
1,059.4 million (l.l percent of GDP) in the year to December 2019. This was mainly
due to an improvement in the current account balance as imports declined and exports
improved.

Foreign Exchange Reserryes

The banking system's foreign exchange holdings remained strong at US$ 12,991.9

million in December 2020 up from US$ 12,919.2 million in December 2019. The
official foreign exchange reserves held by the Cenral Bank was at US$ 8,297.3

million (5.1 months of import cover) in December 2020 compared with US$ 9,115.8
million (5.5 months of import cover) in December 2019.

1.

2.

3.

4.

5.

6.
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7. Capital Markets

Activity in the capital markets declined in December 2O2O compared to December
2019, with equity share prices declining as shown by the NSE 20 Share Index. The
NSE 20 Share lndex was 1868.4 points by end of December2020 compared to2654.4
points by end December 2019. Consequently, market capitalization declined to Ksh.
2,336.7 billion from Ksh. 2540.0 billion over the same period.

8. Revenue Collection

The National Government's cumulative revenue collection including A-I-A for the
period between July Zo2O-December 2020 amounted to KSh. 810.6 billion (7.3
percent of GDP) against a target of KSh. 907 .7 billion. The revenue was below target
by KSh. 97 I billion mainly due to underperformance in in major taxes such as Pay
As You Earn, Value Added Taxes (both domestic and imports), Excise duty, Import
duty and the ministerial A-I-A.

9. Expenditure and Net l-ending

The total expenditure and net lending inclusive of transfers to County Govemments
for the perid ending 3lst December,2O2O amounted to KSh. 1,214.8 billion, against
a target of KSh. 1258.9 billion. The resultant under expenditure of KSh. 44.0 billion is
mainly attributed to lower absorption recorded in recurrent expenditures by the
National Government and lower than targeted transfers to County Governments.

10. Guarante€d Dcbt

The government did not service any guaranteed debt on behalf of Parastatals during
the period under review. Guaranteed debt to parastatals with liquidity problems had
been fully serviced.

I l. Fiscal Balance

The fiscal balance excluding grants (on a commitment basis) amounted to a deficit of
KSh. 404.3 billion (3.6 percent of GDP), as at the end of December, 2020.

12. External Financing

The Net Foreign Financing amounted to KSh. 14.5 billion (0.1 percent of the GDP)
during the period ending 31st December,2O2O.

13. Net Domestic Borrowing

Net domestic financing amounted to a net borrowing of KSh. 345.0 billion (3.1
percent of GDP) in the period ending 3lst December,Z02}.

14. Domestic Debt Stock

The stock of gross domestic debt increased by KSh. 546.7 billion from KSh. 2,942.1
billion in December 2Ol9 to KSh. 3,488.8 billion in December,2O2O.

15. Externat Debt Stock

The total external debt stock, including the International Sovereign Bond, stood at
KSh. 3,793.3 billion by the end of December, 2020. The debt stock comprised of
multilateral debt (39.5 percent), bilateral debt (30.5 percent), commercial debt (29.5
percent), and suppliers' credit (0.5 percent).



RECEN-I ECONOMIC DEVELOPMENTS

1.0 RECENT ECONOMIC DEVELOPMENTS
l.l Economic Growth

l. ln 2020, the Kenyan economy was adversely affected by the outbreak of Covid-I9
Pandemic and the swift containment measures, which disrupted economic activities. As a

result, the economy confiacted by 5.5 percent in the second quarter from a gowth of 5.2
percent in the first quarter.

2. The economy demonstrated signs of recovery in the third quarter of 2020 following
partial reopening of the economy. The economy contacted by 1.1 percent in the third quarter
of 2020, from a growth of 5.8 percent in the same quarter in 2019. The performance in
quarter three of 2020, albeit constrained was relatively better compared to quarter two of
2020 due to partial easing of COVID-19 containment measures. (Table l). The decline was
largely characterized by contractions in most affected sectors which include Accommodation
and Food Services (57.9 percent), Education (41.9 percent), manufactunng(3.2 percent) and
Wholesale and Retail rade (2.5 percent).

3. The overall performance of the economy during the third quarter of 2020 was
cushioned from a deeper slump by improved growths in Mining and Quarrying activities
(18.2 percent); Construction (16.2 percent); Public Administration (9.6 percent); Agriculture,
Forestry and Fishing activities (6.3 percent) and Health Services (5.6 percent). Information
and Communication (7.3 percent), Financial and lnsurance activities (5.3 percent); Real
Estate Activities (5.3 percent); Electricity and water supply (4.7 percent) and Transport and
Storage (2.9 percent) also supported growth despite slowed positive groMhs during the
quarter.

Table l: Sectoral GDP Performance
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REC ENT ECONOMIC DEVELOPMENT S

4. The agriculture sector recorded an improved growth of 6.3 percent in the third quarter
of 2020 compared to a growth of 5.0 percent in the corresponding quarter of 2019. The
s@tor's performance was $pported by a notable increase in tea production, exports of fruits
and sugarcane production. The sestor's conribution to GDP growth was at l.l percentage
points in the third quarter of 2O2O compared to 0.9 percentage pornts over the same pcriod in
2019.

5. The non-agriculture (senrice and industry) sectors were adversely affected by the
Covid-l9 pandemic. As a result, the sector contracted by 2.5 percent in the third quarter of
2020 down from a grourth of 6.3 percent in a similar quarter in 2019. However, this was an
improvemant compared to the contraction of 8.4 percent in the second quarter gf 2O2O

demonstrating slowed economic recovery. The sector's contribution to real GDP was -1.7
percentage polnts in the third quarter of 2O2O compared to a contribution of 4.3 percentage
points in the same quarter of 2019.

6. Services sub sector contracted by 4.7 percent in the third quarter of 2020 compared to
a growth of 6.7 percent in the same quarter in 2019. The decline was largely characterized by
substantial contractions in Accommodation and Food Services, Education, and Wholesale
and Retail trade. However, the service sub sector was supported by positive grovwhs in Public
Administration, Health, Real estate and Transport and storage. The services st$-sector
contributed -2.5 percertage pornt to real GDP growth in the third quarter of 2O2O cunpared
to the 3.5 percentage pornt contribution in the same quarter of 2019 (Table I and Chrt 1).

Chart l: Sectors Contribution to Reel GDP Growth.

Sourcc of Dete: IGryr Nrtbnd h,rcru of Strtistks

7 . The industry srb sector grew by 4.2 percent in the third quarter of 2020, a slowdown
compared to a growth of 5.1 percent in the same quarter of 2019. This was mainly due to a
decline in activities in the electricity and water supply and manufacturing sub-sectors. The
industry sector was however zupported by the Construction sector which grew by 16.2
percent in the third quarter of 2020 compared to a growth of 6.6 percent in the sarne quarter
in 2019. The industry sector accounted for 0.8 percentage points of growth in the third
quarter of 2020 compared to 0.9 perc€ntage point contribution to GDP in 2019 (Table I and
Chert l).
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RECENT ECONOMIC DEVELOPMENTS

l.2Infletion
8. Year-on-year overall inflation rate remained low, stable and within the Government
target range of 5+/-2.5 percent since the end of 2017 demonstrating prudent monetary
policies. The inflation rate was at 5.6 percent in December 2O2O down from 5.8 percent in
December 2019. This was supported by a reduction in food prices such as maize flour,
capsicums, goat milk, oranges, cabbages and kish pdatoes. Similarly, overall annual average
inflation remained within Government target range at 5.3 percent in December 2020
compared to the 5.2 percent recorded in Decernber 2019 (Chert 2e).

Chert 2e: Inlletion Rete

Sourc of Drtr: Iftnyr Netbnd hreeu of Strtbtics

9. Core inflation (Non-Food-Non-Fuel) contibution to inflation rernained low at 0.8
percent in December 2020 from 0.4 percent in December 2Ol9 rcflecting muted demand
pressures in the economy on account of prudent monetary policies. The contribution of fuel
inllation to overall year-on-year inflation rose to 1.7 percent in December 2O2O from 0.6
percent in December 2019 on account of increasing electricity prices (Chert 2b). The major
driver of the overall inflation has been food inflation, but its contibution to overall inflation
has declined from 4.5 percent in December 2Ol9 to 2.9 percent in D,ecernber 2O2O on accGrnt
of a reduction in food prices.

Chart 2b: Contribution to Overdl Year-on-Year Inflation
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RECENT ECONOMIC DEVELOPMENTS

10. Kenya's rate of inflation compares favorably with the rest of Sub-Saharan Africa
countries. In December 2020, Kenya recorded a lower inflation rate than Burundi, Ghana,

Nigeria, Zarr$i4 and Ethiopia (Chart 2c).

Chert 2c: Inflation Retes in selected African Countries @ecember,2020)
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1.3 Intercst Rates

1 l. Short-term interest rates remained fairly low and stable. The Central Bank Rate was
retained at7 .O percent on Novernber 26,2020 to signal lower lending rates in order to support
credit access by borrowers especially the Micro, Small and Medium Enterprises, distressed

by CO\trD-I9 pandernic. The interbank rate declined to 5.1 percent in December 202:0 from
6.0 percent in Decernber 2019 in line with the easing of the monetary policy and adequate
liquidity in the money market (Chart 3).

Chert 3: Sbort-Term Interest Retes
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12. The 9l-day Treasury Bills rate declined to 6.9 percent in Decernber 2020 compard to
7.2 percent in Decernber 2019. Over the same period, the 182-day Treasury Bills rate
declined to 7.4 p€rcent from 8.2 percent while the 364{ay decreased to 8.3 percent from 9.8
percent.



REC ENT ECONOM IC DEVEt,OI'N,{ ENTS

13. The improved liquidity in the money market has resulted in stable commercial bank
rates. The average lending rate declined from 12.4 percent in November 2019 to 12.0 percent
in November 2O2O while the average deposit rates declined from 6.6 percent to 6.3 percent
over the same period. This led to the decline of the average interest rates spread by 0.1

percentage points over the review period.

1.4 Money and Credit

14. Growth in broad money supply, M3, improved to 13.2 percent in the year to
December 2020 compared to a growth of 5.6 percent in the year to December 2019 (Table 2).
The improved growth in M3 was attributed to an increase in the Net Domestic Assets (NDA)
particularly improvement in net credit flows to the government and the private sector.

Table 2: Money and Credit Developments (12 Months to December 2O2O KSh. billion)
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15. NDA increased to register a gowth of 19.3 percent in the year to December 2020
from a growth of 3.7 percent over a similar period in 2019. This is largely due to an
improvement in net credit flows to both the government and the private sectors offsetting the
decline in net credit to other public sector (Table 2, Chart 4). Credit to government sector
improved as most banks preferred to lend to government over private sector due to increased
borrowing risk associated with the Covid-19 pandemic.

16. Private sector credit grew by 8.4 percent in the 12 months to December 2O2O

compared to a growth of T.l percent in the year to December 2019. This was supported by a
recovery in demand with the improved economic activities following the easing of COVID-
19 containment measures, and accommodative monetary policy. Strong credit growth was
observed in the following sectors: manufacturing ( 12.0 percent), transport and
communications (13.6 percent), agriculture (15.3 percent), real estate (8.7 percent) and
consumer durables (18.1 percent). The operationalization of the Credit Guarantee Scheme for
the wlnerable Micro Small and Medium sized Enterprises (MSMEs), will de-risk lending by
commercial banks, and is critical to increasing credit to the private sector.
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Chart 4: Growth in I\IDA and its Sources (Percent)
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17. Net Foreign Assets (I.IFA) of the banking system in the year to Decernbp 2020
contracted by 7.2 percent, compared to a growth of 12.7 percent in the year to Dqcember
2019. The contraction in the growttr of NFA was mainly due to the decline of thelfoeign
currency reseryes by the Centrd Bank. The NFA of commercial banks improved W 127.4
percent during the review period as a result of an increase in the commercial banks' ihposits
with the non-resident banks.

1.5 Balence of Paymcnts

18. The overall balance of payments position improved to a zurplus of US$ l,434million
(1.5 percent of GDP) in the year-to December 2020-from a deficit 

-of 
US$ 1,059 mil$on (l.l

percent of GDP) in the year to December 2019 (Chart 5). This was mainly dr.p to an
improvernent in the current account balance.

Chart 5: Performence of Belance of Payments and its Components
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19. The current accotrnt deficit stood at US$ 4,744 million (4.9 percent of GDP) in
December 2020 from US$ 5,541 million (5.8 percent of GDP) in Decernber 2019. The
improvement in the current account balance was mainly due to the improvement in the
merchandise account balance and the net primary income balance.

20. The balance in the merchandise account improved by US$ 2,302 million to a deficit
of US$ 8,377 million in the year to Decernber 2020 on accqrnt of a decline in imports and a
marginal increase in exports. In the year to December 2020, exports grew by 2.8 percent
primarily driven by tea exports, on account of increased production. On the other hand,
imports declined by 12.9 percent in the year to Decernber 2020 munly reflecting low value
imports of oil products due to relatively low international oil prices.

21. Net services declined by 86.5 p€rcent in the year to December 2020 mainly due to a
significant decline in transport services and travel receipts as a result of the uncertainty
associated with the Covid-I9 pandemic and the resultant containment measures. Cargo
throughput performed well during the review perid and provided a buffer in terms of
transport receipts.

22. The capitd account balance registered a srplus of US$ 130.4 million in the year to
Decernber 2020. However, this was a US$ 77.3 million decline compared to the balance
witnessed in Decernber 2019. Net Financial Inflows declined to US$ 3,535 million from US$
6,239 million in the year to December 2019 (Table 3). The financial inllows were mainly in
the form of direct invesilrnents, financial derivatives and other investnents which stood at
US$ 243.7 million, US$ 9.1 million and US$ 4,671.6 million, respectively in December
2020. The Net Portrolio invesfrnents ouflows stood at US$ 1,389.3 million.

Teble 3: Bdence of Peyments (US$ Million)
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1.6 Foreign trxctange neserves

23. The banking system's foreign exchange holdings remained strong at US$ 12,991.9

million in December 2020 up from US$ 12,919.2 million in December 2019. The offrcial
foreign exchange reserves held by the Central Bank stood at US$ 8,297.3 million (5.1 months
of import cover) in December 2020 compared with US$ 9,115.8 million (5.5 mmths of
import cover) in December 2Ol9 (Chart 6). This fulfils the requirement to maintain the
reserves at minimum of 4.0 months of imports cover to provide adequate buffer against short

term shocks in the foreign exchange marka. Commercial banks holdings increased to US$
4,694.6 in December 2020 from US$ 3,803.4 million in Decernber 2Ol9

Chart 6: Foreign Rcserues by December,2020

Source of Drtr: Ccntrrl Buh of Kcnyr

1.7 Exchange Retes

24. The foreign exchange market has largely rernained stable but was pardy affecEd by a
significant strengthening of the US Dollar in the global markets and uncertainty with regard

to the Covid-I9 pandemic. In this regard, the Kenya Shilling to the dollar exchanged at Ksh
I10.6 in Decernber 2020 compared to Ksh. 101.4 in December 2019 (Chart 7a).
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Chert 7e: Kenye Shilling Exchenge Rete
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25. Like most Sub-Saharan African currencies, the Kenya Shilling has remained
relatively stable weakening by only 9.0 percent against the US Dollar (Chart 7b). This
stability in the Kenya Shilling was supported by increased remittances and adequate foreign
exchange reseryes.

Chert 7b: Performence of Selected Currencies against the US Dollar (December,2019
to December,2O2O)

Source of Data: Nationd Centnl Banls

1.8 Capital Markcts

26. Activity in the capital markets declined in December 2020 compared to December
2019, with equity share prices declining as shown by the NSE 20 Share Index. The decline is
due to the volatility in the financial markets as a result of the uncertainty surrounding the
corona virus pandemic. The NSE 20 Share Index was 1,868.4 points by end of December
2020 compared to 2,654.4 points by end December 2019. Consequently, market
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capitalization declined to Ksh. 2,336.7 billion from Ksh. 2,540.0 billion over the same period
(Chart 8).

Chart t: Performance rt the NSE by lleccmber,2020
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FISCAL DEVELOPMENTS

2.0 FISCAL DEVELOPMENTS

2.1 Revenue

27. By the end of December 2020, total revenue collected including A-I-A amounted
to KSh. 810.6 billion against a target of KSh. 9O7.7 billion (Table 4). The revenue was
below target by KSh. 97.1 billion mainly due to underperformance of Value Added Taxes
(both domestic and imports), Pay As You Earn (PAYE), excise duty, ministerid A-I-A
and the import duty. The total revenue inclusive of the ministerial A-I-A contracted by
12.9 percent, a decline from a growth of l7.l percent recorded in December 2019. The
decline is largely attributed to the diffrcult operating environment due to the Covid-I9
pandemic which has adversely affected revenue performance as from March 2020.
Ordinary revenue collection was KSh. 726.4 billion against a target of KSh. 802.2 billion,
KSh. 75.8 billion below the target (Chart 9).

28. The ministerial A-I-A collected was below target by KSh. 21.3 billion dwing the
period under review. The underperformance of A-I-A was mainly due to underreporting
of SAGAs' A.I.A through the Ministerial expenditure returns for the period under review.
The Railway Development Levy collection amounted to KSh. 13.4 billion against atarget
of KSh. 13.7 billion. The revenue data in Government Finance Statistics Manual 2014
(GFSM 2Ol4) format is shown in annex II.

Tabte 4: Government Revenue and Externd Grants, Period Ending 3lst December,
2020 (KSh. Millions)

l/ includes rcnt on landlbuildings, fines and forfcitures, othcr taxes, loan interest reccipts reimbursemcnts and othsr
fund contributions, fees, and misccllancous revenue.
2/ includes receipts from Road Maintenance Levy Fund and A-l-A from Universities
tProvisional

Source of Data: Nationd Treasury
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29. As a proportion of GDP, the total revenue and grants in the period under rpview
was 7.3 percent compared to 9.1 percent in the corresponding period in the FY 2019120.

Total grants amounted to KSh. 8.5 billion 4gainst awget of KSh. 27.3 billion, which is
an under performance by KSh. 18.8 billion.

Chart 9: Ordinary Revenue by Sourcc, Period Ending 3lst Decembr,Z020

Sourcc of l)etr: Nrtiond Trcrsury

2.2 Erpenditure
30. The total expenditure and net lending for the period under review amoulted to
KSh. 1,214.8 billion, against a target of KSh. 1258.9 billion. The resultant under
expenditure of KSh. 44.0 billion is mainly attributed to lower absorption recorded in
recurrent expenditures by the National Government and below target transfers to County
Governments. Recurrent expenditure for National Government amounted to KSh. 818.2
billion (excluding KSh. 5.1 billion for Parliament and Judiciary), against a target of KSh.
830.2 billion leading to an under expenditure of KSh. I1.9 billion. The under expenditure
in recurrent category was mainly due to below tuget payments on foreign interest
payments, pension payments, wages and salaries and below target expenditrre on
Operation and Maintenance (O&M) attibuted to the scaled down operations of the
National Government in first half of the FY 2O2Ol2l following Covid-I9 Pandeuric and
exchange rate fluctuations (Table 5 and Chart 10).
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Teble 5: Expenditure and Net Lending, Period Ending 3lst December,,20}O (KSh.
Millions)

*Provisional

Source of l)eta: Netbnel Trcasury

31. Foreign interest payments amountd to KSh. 6l.l billion, comparable with the

KSh.6l.5 billion paid over the same period in the FY}O1-9DO. The domestic interest

payments totalled to KSh. 186.7 billion, which was higher than the KSh. 147.2 billion
paid in the corresponding period in the previous financial year. The expenditure data in
GFSM 2014 format is shown in annexes III and IV.
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Chart 10: f,xpenditure and Net Lending for the Period Ending 31st December,2020

Sourre of Data: National Treasury

2.2.1 National Government Expenditures by Public Agencies
32. The total ministerial and other public agencies expenditure including A.I.A was
KSh. 735.3 billion against a target of KSh. 943.8 billion. Recurrent expenditure was KSh.
512.6 billion against a target of KSh. 627.2 billion, while development expenditure
amounted to KSh. 222.7 billion against a target of KSh. 316.7 billion. The percentage of
total expenditures to the target was 77 .9 percent while the percentage of total expenditures
to the target for recurrent and development were 81.9 percent and 70.3 percent
respectively, as at the end of the period under review. The discrepancy between actual and
target expenditures was partly due to the non-capture of the parastatals and some other
government entities expenditures. These ministerial expenditures are therefore,
provisional.

33. As at the period ending 3l st December, 2020, recurrent expenditures by the State
Department for Early Learning and Basic Education, State Departrnent for University
Education, Teachers Service Commission; State Department for Vocational and Technical
Training and the Ministry of Health (Social Sector) accounted for 43.5 percent of total
recurrent expenditure. ln addition, the State Department for Interior and the Ministry of
Defence accounted for 10.0 percent and 8.5 percent of total recurrent expenditure
respectively.

34. Analysis of development outlay indicates that the State Department for Transport
accounted for the largest share of the total development expenditure (17.7 percent),
followed by the State Department for Infrastructure (16.2 percent), Ministry of water and
Sanitation (10.8 percent), State Department for Planning (8.2 percent), Ministry of Energy
(7.2 percent) and the Ministry of Health (5.6 percent). The expenditures by large
Ministries/State Departments were below target because of under reporting of expenditure
from the sub-national, parastatals and some donor funded projects. Table 6 shows the
recurrent and development expenditures by Ministries, State Departments and other
government entities for the period under review.
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Table 6: National Government Expenditures by Public Agencies, Period Ending 31st

December.2O2O . Millions

tProvisional

Source of Data: National Treasury
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FISCAL DEVELOPMENTS

35. During the period under review, the Energy, Infrastructure and Information,
Communication, Technology (EI&ICT) Sector recorded the highest absorption of I17.9
percent of its budget followed by General Economic and Commercial Affairs (GECA) at
87.4 percent. National Security recorded the lowest absorption of 59.0 percent (Chart I l).

Chert 11: Sectoral Budget Absorption as at 31st December,2020

Source of l)etr: Nadonel Trersury

2.2.2 Pending Bills

36. The total outstanding national government pending bills as at 3lst December,
2020 amounted to KSh. 322.5 billion. These comprise of KSh. 274.3 billion (85.1
percent) and KSh. 48.2 billion (14.9 percent) for the State Corporations (SC) and
MinistrieVState Departments/other government entities respectively. The SC pending
bills include payment to contraclors/projects, suppliers, unremitted statutory and other
deductions, pension arrears for Local Authorities Pension Trust, and others. The highest
percentage of the SCs pending bills (63.1 percent) belong to Contractor/Projects and
Suppliers. Ministries/State Departments and other government entities pending bills
constitutes mainly of historical/contested pending bills as at the end of the 20l9l20 FY i.e.
Court awards and others. The national Government poliry of clearance of pending bills is
still in force. All MDAs are therefore, expected to continue with prioritizaljon of payment
of the pending bills by settling them as a first charge in the FY 2o20l2l budget in line
with the Treasury Circular No. 7/2019.

2.2.3 Guaranteed Debt Service

37. The government did not service any guaranteed debt during the period rmder
review since cumulative principal and interest payments of guaranteed loans to parastatals
with liquidity problems were fully paid. All other parastatals with guaranteed debt are

servicing their debts hence no need for Government intervention.
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FISCAL DEVELOPMENTS

2.3 Fiscal Outturn

38. Between lst July, 2020 and 3lst December, 2020, the fiscal balance (on

commitment basis and excluding grants) amounted to KSh. 4O4.3 billion (3.6 percent of
GDP) against a targetd deficit of KSh. 342.8 billion (3.0 percent of GDP) (Chert 12 and
Table S). The fiscal balance (on a commitment basis and including grants) stood at 3.5

percent of GDP against a target deficit of 2.8 percent of GDP.

Chart 12: Fiscal Belance as at 3lst December,z0z0

3.000

2-_r00

e2.00oI

= 
1.500

a
E.l.ooo
!e 5oo

(-500)

( 1.000)
Dec- 19

aRetctrrE EExpeoditrne

Dec-20

IDeIhil ercl.Grants

Source of Dete: Netlonal Treesury

39. Over the same period in FY20l9l2O, the fiscal deficit including grants (on

commiunent basis) stood at KSh. 277.6 billion (2.7 percent of GDP). The fiscal outturn in
the last six FYs, the original budget, and Budget Review and Outlook (BROP) figures for
the FY 2O2Ol2l are shown in Annex I. Further, GFSM 2014 Compliant Budgetary

Central Government fiscal data for the FY 2020121are shown in annexes V and VI.
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Table t: Budget Outturn, Cumulative Ending 3lst December,2020 (KSh.l[itlions)
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2.4 Financing

2.4.1 External Financing

40. During the period under review, net external financing amounted to KSh. 14.5

billion (Table 9). Total disbursements (inflows) including Appropriations-in-Aid
amounted to KSh. 95.2 billion for the period ending 3lst December,2020 against a target

of KSh. 133.6 billion. The actual total disbursement included KSh. 53.7 billion Project

Loans A.I.A, KSh. 31.6 billion Project Loans-Cash, KSh. 6.4 billion commercial

financing and KSh. 3.6 billion program loans. The External repayments (oudlows) of
principal debt amounted to KSh. 80.7 billion. The amount comprised of principal
repayments due to commercial institutions, bilateral sources, and multilateral sources

amounting to KSh. 39.8 billion KSh. 29.2 billion and KSh. 11.7 billion, respectively.

Table 9: External Financing, Period Ending December,20z0 (KSh. Millions)

Qnrtertr
20t9DO

Qnrterl
20ml2t

Qnrter2
ztmDt

CumJ{ive Decedcr2{D0

Acturl' Actud Achnl' Acturl' Trrget

DISBI.,IRSEMENTS:

Pro|:ct Cash bars
Pro|rct bars A-I-A
Prolxt toas SGR _PHASE_I _AIA
hoFctloilBscR PHASF 2A_AIA
Corrrrrcial Finrrcig
Semi corsessbnal Loars

Progrrrrr Loas

9233479

6,525.5'1

34,945.23

10,066.30

32,569.46

5,570.51

2,657.72

24,777.U

8584.25

16992.78

70,451

22,90o.9:

26,082.3:

4,@3.41

6,871.0(

6,390.5:

l-578.3(

9s244

3l ,585.2C

42,175.13

4fl3.48
6,871.0(

6,390.5:

3,578.3(

1I1,6(X

33,613.82

80,455.54

2,000.0c

r 5250.0C

2.t13.78

172.42

EXTERNALREPAYMENTS:

Bihter-a(iEt Italy Debt swAP)
Muliateral(oal IMF)
Corrrercirl

24,81(I31

5,612.4C

3,634.01

15.563.91

47,41441

21,39',7.61

7,393.35

18.623.46

I}2961:

7,781.4:
4,31l.3r

21203.31

80,71(I5t

29,t79.U
l lJo4.6t
39.826.82

84,4i9.7t

35,562.N
12,39s.0:
36,581.7i

IIET FOREIGN FINANCING 67.524.41 -22.637.31 tt.170.4 14,513.ft 49,(X5.t!

'Provisional
Source of Data: Natironal Treasury

2.4.2 Domestic Financing

41. By the end of December 2020, net domestic bonowing amounted to KSh. 345.0

billion (Table l0) against a target borrowing of KSh. 269.0 billion (Table 8). The

borrowing comprised of KSh. 197.9 billion from Non-Banking Financial Institutions,
KSh. 125.1 billion from commercial banks, Ksh. 21.6 billion from the Central Bank, KSh.

0.9 billion from Non-Residents and a net repayment of KSh. 0.5 billion to the Central

Bank. Comparatively, for the same period in FY 2Ol9l2O, the domestic borrowing
amounted to KSh. 172.5 billion, comprising of KSh. 80.2 billion from Commercial Banks,

Ksh. 78.1 billion from Non-Banking Financial Institutions, KSh. 10 billion from the

Central Bank of Kenya, KSh. 2.6 billion from Non-Residents and government deposit to
CBK of KSh. 1.6 billion from other domestic sources (Table 10 and Chart 13).
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Chert 13: Domestic Financing for the Period Ending 31st December,2020
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42. The stock of Treasury Bills held by commercial banks and Non-Residents
recorded a net decrease of KSh. 3.8 and KSh. 2.1 billion billion respectively while those
held by Non-Banks increased by KSh.54.4 billion. The stock of Fixed Rate Bonds held by
Non-Banks, Commercial Banks and Non-Residents recorded a net increase of KSh . 57.4
billion, KSh. 39.2 billion and KSh. 0.3 billion respectively (Table 10).
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Note: Treaswy Bills as reJlected here are given al cost value as opposed to Table I 2 given al face value.

'provisional
Source of Dete: Central Benk of Kenya

Table l0: Domestic Financing, Period Ending 3lst December,2020 (KSh. Millions)
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3.0 PUBLIC DEBT
3.1 Overall Debt Position
43. The gross public debt as at 3lstDecember, 2020increased by KSh. 1,233.2 billion
to KSh. 7,282.1 billion compared to KSh. 6,048.9 billion as at end of Decerrber 2019.
The gross public debt comprised of 52.1 percent external debt and 47 .9 perc,at domestic
debt. The increase in the public debt is attributed to external loan di$ursements;
exchange rate fluctuation; and the uptake of domestic debt during the period. The net
public debt was KSh. 6,826.8 billion by end of the period under review (Table 11).

Table 11: Kenya's Public and Publicly Guaranteed Debt, December,2018 to
December 2O2O (KSh. Millions)
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3.2 Domestic Debt

44. The stock of gross domestic debt increased by KSh. 546.7 billion from KSh.

2,942.1 billion in December 2019 to KSh. 3,488.8 billion in December,2020. The net

domestic debt was KSh. 3,033.5 billion by end of the period under review (Table 12).

Table 12: Stock of Domestic Debt by end of December,2020 (KSh. Millions)

NOTE: Treasury Bills reflected here are al face value n opposed 1o Table 10. given at cost
rProvisional

Source of Data: Central Bank of Kenya

45. The stock of Treasury Bills held by Central Bank, Commercial Banks, Non-
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878.9 billion in December 2Ol9 to KSh. 855.7 billion in December 2020. The total stock

of Treasury Bonds, which include Floating, Fixed Rate, Special and Zero Coupon Bonds,

increased by KSh. 414.5 billion from KSh. 7,429.7 billion in December 2019 to KSh.

1,844.2 billion in December 2020 (Chart 14)
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Chert 14: Domestic Debt Stock by Instruments
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3.3 Externel Public Debt

46. In dollar terms, external public debt stock increased by US$. 4,087.54 million
from US$. 30,658.48 million by end of December 2Ol9 to US$. 34,746.02 million by the
end of December, 2020 (TaHe 13). The increase is attributed to a rise in external
disbursements made during the period due to fluctuations in exchangc rate. This
comprised debt owed to multilateral (39.51Yo), bilateral (30.5ff/o), comrnercial banks
(29.51yo), and Suppliers Credit (0.48o/o). This increase is attributed to disbursements and
exchange rate fluctuations during the period.
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Table 13: Kenya's Externat Public and Publicly Guaranteed Debt December, 2018 -
December, 2O2O (US$ Millions)

tProvisional

" include IMF item
l/ incl. International Sovereign Bond
Note: The exchange rate as at end Decembcr 2020 was KSh. 109.2 per dollar.
Source of Data: National Treasury

47. Compared to the same perid in FY 2019120, external public debt stock from
multilateral institutions, bilateral sources and Commercial Banks recorded an increase in

the period ending December, 2020. External debt stock from suppliers' credit remained

constant in December,2}lg and December,2O2O (Chart 15).
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Chart 15: Externd Public Debt by Source

Source of Deta: Netional Trcesury

3.3.1 External Dcbt Senice

48. By the end of December 2020, the total cumulative debt service payments to
external creditors amounted to KSh. 141.8 billion. This comprised of KSh. 80.7 billion
(56.9 percent) principal and KSh. 6l . 1 billion (43 . I percent) interest (Tabh f 4).
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I hovisional
Source of Deta: National TrcasurX

Teble 14: Externd Debt 2020- December 2020 (I(Sh. Million
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49. By the end of December 2020, the total cumulative debt service payments to
external creditors comprised of 54.3 percent, 32.2 prcerfi and 13.4 percer* of the total
payments to commercial, bilateral and multilateral creditors respectively (Chrrt t6).

Chrrt 16: Extcrnd Debt Seruice by Creditorc at end of Decembcrr2020
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ANNEXES

4.0. ANNEXES

4.1. Annex I: Fiscal Results, 20l4ll5-2O20nO2l (KSh. Millions)
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'lnirnl CDP at Muket pne (Ksh nillio) 5,831,528.0 6,709,67t.0 7-6'71,228.9 &5m,582.1 9,361,317.4 10.175.225.8 I t,266,646.8 1t,275,'19',7.0

Source: National Treasury
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ANNEXES

4.2. GFSM 2OT4 COMPLIANT TABLES FOR BUDGETARY CENTRAL
GOVERNMENT

4.2.1 Annex II: Revenue (KSh. Millions)

l/Includes Capital Gains Tax and Stamp duty
2/Includes Ordinary excise, RML, PDL, Elcctricity levy
3/ tncludes Import duty, RDL, IDF
Sourrce: Nathnel Treasury

GTSM
Codc Descriilbn

Amul Bdget
Estimdes
rrno2ot2t

PrcL Actual
r"r20m/21ol

PrcL Actual
FY.zOmt2t 02

I
ll

lll
ll11
u12
114

I l4l
l14ll
I l4l4
tt42
l15

I l5l
t2

122
t22t

l3
l3l

131I

t3t2
132

t32t
t322

l4
l4l

l4l I
t4t2
l4t5
ta

1422
143

t4

Accwtingnctho*
Revenrn
'l'axes

Texes on irom, prcfirts, and cepitd geim
Payable by irdividr:als
Payable by corrporations ard other entrerprises

Taxer on goods and serices
General taxes on goods and services

Valtre-added taxes
To<es onfinarcial ad capital transactions'

Excises2

Texes on iilerrrlbnal tra& and trenrtion
Cutons and otts inport dr.nies3

Socialcoilrihrtbn
Othersocialc"oilnlMbm

Enpl oyee cortri buili ons

Grerts
From forei gr governrEtrts

Curreirt

Capital

From international organizatiom

Current

Capital
Othcr rcvenrc

Pfoperty in-ore
Inlerest

Dvideods
Rent

Seles of goo& and serices
Mmimstratrve l'ecs

Fhes, pcmhier, end forfeits
llfrcellanou ad rni&ililhd rpvenrc

Cash

rp49,4t8
1,649,274

685,0r4

376,991

308,022
EOr5s6

498,951

48t,612
17,339

302,ffis
t62JM
162,704

492

492
492

s6,4r
32,739

32.739

24,102

24,102

242,E0
4t,103

1,660

40,906

5,538
tgt.8//
lgt,u4

t$t2
l,l2l

Cosh
3E2593

345,947
rsrr48
71jfi
79,692

Lff,M4
t16,597

83,M2
3,535

70,247
37rss
37,855

36
36

36
3prs
3,915

3,915

32,695
22335

J

21,321

1,013

l0,l2l
10,121

229
9

Cart1z,

819,052

73r,285
t09239
152,617

t%,622
}}r576
t%,612
t79,073

7,539

151,96s
t347O

83,470
ll4
tt4
l14

8500
7,O49

7.M9
1,451

1,451

79,153

t7atE
l3

35,123

2,082
{),033
40,033

909
993
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ANNEXES

4.2.2. Annex trI: Expense (KSh. Millions)

GFSM
Co& Descrigtbn

ADnnl Brrbet
Es' tes

nnuzotzt
PrcL Actnl
11202021or

Prtt Achnl
nng20/2tg2

2

2t
2n
2t2

2t2l
x2

u
241

242
,(

251

252

26

262

2621

26n
263

2631

2632

n
273

A
2&

4ccounlingndh&
Erpere
Compe r etion of emfloyees

Wagps ard sahrbs
Social coilrihilbm

Actrnl social cortibubns
LIse of goocb ad scrvices

OAV DeErEe ard MS
Free Secordary Eduation (FSD

Free Prinnry Edwat'nn (FPD

Intcrcst
To rnrresilents

To resilerts otrr ttnn gerrcml govenrrrnt

Subbs
To ptbh corporatbrs

To priraE eileryrbes

Gl:ns
To inte rnltbml orgenizatior

Crreri
Capital

To otbrgrmnl goverreil uib
Ctrrert

O/!V Transftr to Couty Gorenrrprfs (ES)

Transtr to OttEr lerrcb ofCrorenrrprl
Capibl

O,4ri Tmmftr to Cotrfiy Gowrrrrrfis (ES)

Tramtr to Otlrr breb ofGovenmEnt

Social berfib
Enpbyer social bern&s

Otbrerpese
Mbcelhrcous otlpr experse

Car,h

2,681,769

sllJ68
5072W

4168
4.168

u6'797
145324
62,6r
t2AOt

4Gt,lm
154.684

308424

1326,67
42U
42W

r32,267
776269

221.550
554,719

545.98
94.950

451,048

t19,742
119,742

14188
14288

Cailt
4r3J58
119337
I18,581

655

655

n34e
34,138

lr53u
v,tv
8r,16e

'o1'

1s1845

et2o3
18,351

75.852

91,&t
7,ft65

83,T17

?5.625

25,626

Co,h
l,146.,3,)

2:f9,594
238,93

rJ01
l30l

13,9(n
68,27
28,851

4.530

a7,w)
6r,064

t%.746

472,X

472gJ6
2fi,97t

80,504

t80A67
211265
v,502

176,7U
52,588

52,688

Sourcc: Nrtionrl Trcrsury
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ANNEXES

4.23. Annex fV: Transection in Assets end Liebilities (KSh. Millions)

GTSM
Codc Ilcccritrbn

AunlBudget
Drtider
Ftmmt2t

hrl Acturl
Frxnu2r ol

PtlL Actlrl
n202tv2l ()2

3
31

3il
3lll
3l l3
tt2
32
3212
&t
331

331 3

3314
3318
332

3323
3324

Accoafiing rruthod:
Ctrqc in Itlct Worth Tnnrtiru
Itlct rqtfotionof milhlrid rrcts

Fh.cd essetr

Buildings and strrctr.res

Other fixed asses
Inveiloricr

Irht rqdritionof fhrncid rslct!
Currerry ed d€posits (Dore*ic)

I\bt irurcre of lirHXtlcr
Ilorecth

Securities other thm $ares
[,oans

Other Accorrls Payable
Forcigp

Securities otkr tbm sbses
[,ous

Canh
(73s5r2)
1()6r14
95,ffi
93,258

2,388

I1,t68
(6,7)
(627)

a\no
49,4,977

494,C77

j}e,;4t 3

124,W4
))) 6qq

Canh
(u,Itg)
26541
26,541

25,44
67

t332s2
133,2s2
2U,U72
z66.JOe

276,738
(r0,028)

Q2,637)

()) 6a7\

Cosh
(as60t)

6q6r6
63,y7t
62,61

1,517

4638
16rs3
16,153

no$77
3ar5,t44

327,273
(r,s64)
30,135
r4533

14 533
Sourcc: NrtbndTrtrsury
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ANNEXES

4.2.4. Anncx V: Statement of Sources and Uses of Cash (KSh. Millions)

GFSM
Co& Dercridbn

Annlal hdgct
Esthtes
rTDOml2t

PreL Actul
F'lnoz0t2t
(|l

PrcL Actual
Fvzo2ol2t
02

I
ll
t2
l3
l4
2

21

22

24

25

26

27

28

3lA
3l lA
3l2A

3I

32x
321x
322x
3
331

332
]\ttriB

Accourtitry mdhod:
Cash trIows fmm Openting Activitbs:
Cesh receipts fiom opentiry rtivities

Tares

Social conribuions
Crrants

Other recerpts
Cash paymils foroperetiry rtivities

Conpersation of enpl oyees

Purchascs ofgoods ard services

kfisrest
Sr:bsidies

Grants

Social berpfits
Otbr paynrnts

IIet cerh itbw fmm opentiry rctivitics

Cash trlowe fmm Investreils in Nodinencid Assets
(NFAs):

Puchrues of mfmenid assets

Fixed assets

Strategic stocks

lfu cosh ottJlant: irtusbneds in NFAs (31=31.1-31.2)

Cash surflrs / &ficit
Cerh flows fmm trhenciry Activiths:
t let acquisition of fi nancial assets otlrer than cash

Donrstic
Foreigr
I\bt imuncncr of h'ebilities

Donrstic
Foreign

I\bt cash iillow fmmfmring rtivities
Nd chotge in the stoch of cor,h

li'a|istic a I Dis ctoanctt4

Cosh

t94eA88
1,&9,274

492

56,84r
242,880

2,68W69
s11,368

246,197

463,108

1.326.67
119,142

r4,288

o32,AD

l06,El4
95,646

I 1,168

106,814
(839,09O

(627)
(627)

'Mt;770494,977

346,793
u2397

3"301

Cuh

3&2593
345,947

36

3,915

32,695
4E3Js8

n9,237
31.349

l 15,302

185.&t5

25,626

(l00J6o

26,54t
26.541

26,541

(127)07)

133,252

133.252

2U,Vl2
26f.,709
(22,637)
3773A
(164_E6)

Cash

819,052

73t,285
l14

8,500
79,t53

1,146230

239,594

133,902

247,U9

472,236
52,688

(327,178)

6t,616
63,978

4,638

6&616
(395,794)

16,153

16, I 53

37Ofl7
355,U4

14,533
386's30
(41,5_70)

4/V€rtical check: Dffercnce between cash surpluVdeficit and total net cash inflow from financial activitics
Sourcc: Natbnal Treasury
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ANNEXES

4.2.5 Annex YI: Statement of Government Operations (IGh. Millions)

5iVertical chcck: Dffcrence betwecn nct lending/borrowing and financing
Source: National Treasury

GFSM
Co& Descrirtion

Annual Budget
Estimates

F.Ya02W2t

Prel. Actual
Ftzozolzt ol

Prel. Actrnl
$tzgmt2l 02

I
ll
t2
l3
t4
)

2t
22

24

25

26

27

28

GOB

NOB

NLB

3l
3ll
312

32

32t
322

33

331

332

Accounling mdhod:
Transactions Affectfug Net Worth:
Revenue

Ta:<es

Social corlribrrions
Crrants

Oher revenr
Expense

Conpersation of enpl oyees

L,be of goods ard services

lnterest

Snbsidies

Grants

Social benefits

Glrer expense

Gross operoting balance

Na opraing balance
Transactions on Nonfinancial Assets:

Net Acquisition of Nonfinancid Assets

Filad assets

Changs in inverilories

Na lending / bonon'ing
Transactions on Fmanciel Assets and
Liabititties ( Fmancing) :

Net acquisition of frnancial assets

Donrstic
Foreigrr

Net incurrence of liatilitties
Dorrrstic
Foreigr

!* ai st ic al Dis cr emnan 5

Cash

1,949,488

1,u9,274
492

56,841

242,880
2,681,769

5l1,368
246,797

463,108

1,326,467

119,742

14,288

(732,281)

(732,2E1)

106,814

95,ffi
I 1,168

(E39,(XM)

E42,397

(627)
(627)

8,L,770
494,977

346,793
3.301

Cash

382593
345,947

36

3,915

32,695
483JsE
119,237

37,349

I15,302

185,845

25,626

(1u,765)

QN,765)

26541
26,54t

(127,30V

I10,820
t332s2
133,252

?H,tr72
26tr.,709

(22,637)
(16.4E6)

c^ash

819,052

731,285
tt4

8,500

79,153
tJ46,2yD

239,594
133,m2
247,809

472,236

52,688

(327,17E)

(327,17E)

68,616

63,978
4,638

(395,794)

354,224

16,laf
16,153

37O377

355,844

14,533

ur.570)
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