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LEGAL BASIS FOR THE QUARTERLY ECONOMIC AND
BUDGETARY REVIEW REPORT

The Quarterly Economic and Budgetary Review Report is Published in
accordance with Section 83 of the Public Finance Management Act, 2012. It
states as follows:

83. (1) 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

(b) Isin 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
officer shall submit the quarterly report to the Cabinet Secretary responsible for
the entity and the National Treasury.

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

(5) Not later 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

(b) Publish and publicize the reports.

(6) In the case of an entity that is a state corporation, the accounting officer
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.

vii



HIGHLIGHTS OF THE SECOND QUARTERLY ECONOMIC AND
BUDGETARY REVIEW REPORT IN THE 2020/21 FY

1. Economic growth

In 2020, the Kenyan economy was adversely affected by the outbreak of Covid-19
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 2020 as it improved to contract
by 1.1 percent, however this was a slowdown compared to the growth of 5.8 percent

in the third quarter of 2019.
2. Stable prices

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 2020 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 Irish potatoes.
3. Interest Rates

Short-term interest rates remained fairly low and stable. The Central Bank Rate was
retained at 7.00 percent in November 26, 2020 to signal lower lending rates. The
interbank rate declined to 5.1 percent in December 2020 from 6.0 percent in
December 2019 in line with the easing of the monetary policy and adequate liquidity

in the money market.
4. Money and Credit

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.

5. 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 (1.1 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.

6. Foreign Exchange Reserves

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 Central 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.
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Capital Markets

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
NSE 20 Share Index was 1868 .4 points by end of December 2020 compared to 2654.4
points by end December 2019. Consequently, market capitalization declined to Ksh.
2,336.7 billion from Ksh. 2540.0 billion over the same period.

Revenue Collection

The National Government’s cumulative revenue collection including A-I-A for the
period between July 2020-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. 97.1 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.

Expenditure and Net Lending

The total expenditure and net lending inclusive of transfers to County Governments
for the period ending 31st December, 2020 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.

Guaranteed Debt

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.

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.

External Financing

The Net Foreign Financing amounted to KSh. 14.5 billion (0.1 percent of the GDP)
during the period ending 3 1st December, 2020.

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 3 1st December, 2020.

Domestic Debt Stock

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.

External 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).
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1.ORECENT ECONOMIC DEVELOPMENTS

1.1 Economic Growth

1. In 2020, the Kenyan economy was adversely affected by the outbreak of Covid-19
Pandemic and the swift containment measures, which disrupted economic activities. As a
result, the economy contracted by 5.5 percent in the second quarter from a growth 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 contracted 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 1). The decline was
largely characterized by contractions in most affected sectors which include Accommodation
and Food Services (57.9 percent), Education (41.9 percent), manufacturing (3.2 percent) and
Wholesale and Retail trade (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 Insurance 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 growths during the
quarter.

Table 1: Sectoral GDP Performance

Sector Growth (%2%)
Sectors 2018 2019 2020

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 74 Q3

Primary Industry 6.7 59 ST 355 3N TF XY 34 59 7.4 6.9

Agriculture. Forestry and Fxshmg 6.9 6.0 6.7 2.6 40 20 So 3.6 S8 73 63

Miming and Quarrymng 3.1 3.5 33 | 14 SO0 34 03 QS 100 182

Secondary Sector (Industry) & 5.4 6.1 359142 35 "S54 43 4.1 (1.0) 42
Manufacturing 4.1 4.6 4.8 3.8 23 4.1 39 26 29 3.9 3.2)

Electncity and Water supply 6.1 8.3 8.1 9.5 7.8 73 6.4 6.4 6.3 (0.6) 4.7

Construction 6.7 5.6 7.3 7.7 6.1 72 6.6 5.7 53 3.9 16.2
Tertiary sector (Services) 6.2 6.0 6.6 729163 68 67 67 5.5 (11.0) 4.7)
Wholesale and Retail trade 5.6 6.5 73 T9 6.3 7.8 6.1 6.4 6.4 (7.0) (2.5)
Accomodatnion and Restaurant 133 15.1 155 215|110 1212 99 9.0 (9-3) (83.2) (57.9)

Transport and Storage 6.5 6.6 85 118 |64 76 7.6 92 6.1 (11.4) 29

Information and Communication| 13.2 11.7 98 106 (100 7.5 8.0 9.1 9.8 4.6 73

Fmancial and Insurance 4.0 3.5 - W | 8.5 6.3 52 8.1 6.6 6.2 42 53

Public Admmistration 55 6.1 A | 8.1 89 8.7 84 62 6.7 = 4 96
Others 5.3 5.0 4.9 4.7 48 S8 s.6 52 4.7 (19.2) (13.0)

of which Real Estate 52 4.5 38 3:1 47 60 S5 5.1 4.4 23 33
Education 5.3 52 35S 7.0 43 6.0 6.0 55 53 (56.2) (41.9)

Health 4.1 3.4 e 4.5 54 62 55 62 S8 103 56
Taxes less subsidies 6.1 6.0 6.2 4.3 4.7 4.0 4.2 4.5 3.4 (14.2) (4.2)
Real GDP 6.3 6.1 6.5 ST S22 Sk 5888 52 (5.5) (1.1)
of which Non-Agriculture 6.2 6.1 6.5 3 S.7 6.4 6.3 6.0 52 (8.4) (2.5)

Source of Data: Kenya National Bureau of Statistics
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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
sector’s performance was supported by a notable increase in tea production, exports of fruits
and sugarcane production. The sector’s contribution to GDP growth was at 1.1 percentage
points in the third quarter of 2020 compared to 0.9 percentage points over the same period in
2019.

5. The non-agriculture (service and industry) sectors were adversely affected by the
Covid-19 pandemic. As a result, the sector contracted by 2.5 percent in the third quarter of
2020 down from a growth of 6.3 percent in a similar quarter in 2019. However, this was an
improvement compared to the contraction of 8.4 percent in the second quarter of 2020
demonstrating slowed economic recovery. The sector’s contribution to real GDP was -1.7
percentage points in the third quarter of 2020 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 growths in Public
Administration, Health, Real estate and Transport and storage. The services sub-sector
contributed -2.5 percentage point to real GDP growth in the third quarter of 2020 compared
to the 3.5 percentage point contribution in the same quarter of 2019 (Table 1 and Chart 1).

Chart 1: Sectors Contribution to Real GDP Growth.

20 ;
1

Contribution(%)

T T
2018Q1 2018Q2 2018Q3 2018Q4 ) 2018Q1 2019Q2 2018Q3 2019Q4; 2020Q1 2020Q2 2020Q3
I I

== Agrouiture Industry wm Services «==GDP at Market Prices
Source of Data: Kenya National Bureau of Statistics

7. The industry sub 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 supported 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 same quarter
in 2019. The industry sector accounted for 0.8 percentage points of growth in the third
quarter of 2020 compared to 0.9 percentage point contribution to GDP in 2019 (Table 1 and
Chart 1).
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1.2 Inflation

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 2020 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 Irish potatoes. 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 December 2019 (Chart 2a).

Chart 2a: Inflation Rate
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Source of Data: Kenya National Bureau of Statistics
9. Core inflation (Non-Food-Non-Fuel) contribution to inflation remained low at 0.8

percent in December 2020 from 0.4 percent in December 2019 reflecting muted demand
pressures in the economy on account of prudent monetary policies. The contribution of fuel
inflation to overall year-on-year inflation rose to 1.7 percent in December 2020 from 0.6
percent in December 2019 on account of increasing electricity prices (Chart 2b). The major
driver of the overall inflation has been food inflation, but its contribution to overall inflation
has declined from 4.5 percent in December 2019 to 2.9 percent in December 2020 on account
of a reduction in food prices.

Chart 2b: Contribution to Overall Year-on-Year Inflation

Contribution (%)

Source of Data: Kenya National Bureau of Statistics
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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, Zambia, and Ethiopia (Chart 2c).

Chart 2c: Inflation Rates in selected African Countries (December, 2020)
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1.3 Interest Rates

11. Short-term interest rates remained fairly low and stable. The Central Bank Rate was
retained at 7.0 percent on November 26, 2020 to signal lower lending rates in order to support
credit access by borrowers especially the Micro, Small and Medium Enterprises, distressed
by COVID-19 pandemic. The interbank rate declined to 5.1 percent in December 2020 from
6.0 percent in December 2019 in line with the easing of the monetary policy and adequate
liquidity in the money market (Chart 3).

Chart 3: Short-Term Interest Rates
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12.  The 91-day Treasury Bills rate declined to 6.9 percent in December 2020 compared to
7.2 percent in December 2019. Over the same period, the 182-day Treasury Bills rate
declined to 7.4 percent from 8.2 percent while the 364-day decreased to 8.3 percent from 9.8
percent.



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 2020 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 2020 KSh. billion)

Absolute Change Percent Change
2018 2019 2020 2018-2019 | 2019-2020 | 2018-2019 | 2019-2020
December | December | December | December | December | December | December
COMPONENTS OF M3
1. Money supphy. M1 (1.1-1.2-1.3) 14778 1.5282 1.7203 77 1951 32 128
1.1 currency outsude banks (N 2303 198 6 233.7 (31.7) 351 {13.8) 17.7
1 2 Demand deposars 117585 12533 13950 778 1418 6.6 I13
1.3 Other deposuts at CBK 7.7 73.4 916 1.7 183 23 249
2. Momey supphe. MZ (1-+2.1 27560 29044 32502 14814 3459 o | 119
2.1 Tome and savings deposits 1278 4 1.379.1 1.5299 100.7 1508 79 109
Money supply. M3 (Z+3.1) 33378 35240 39909 1862 4669 56 13.2
3.1 Forsign currency deposuts 5819 619.7 730.7 378 1210 6.5 195
SOURCES OF M3
1. Net forazgn assers (1.1+1.2) Ti4.1 804 5 7364 90 4 (38.1) 127 (7.2)
1.1 Central Bank 7395 8333 7385 938 (94.8) 127 (11.9)
1.2 Bankmg Institutions 25.9) (28.8) 79 (3.5 368 (13.6) 1273
2. Net domestic assets (2.1-2.2) 2623.7 27196 32448 958 5249 37 193
2.1 Domestic credit (2.1.1-2.1.2+2.1.3)| 3.381.1 36281 42453 2470 6172 73 17.0
2.1.1 Govermment ( net) 858.2 9412 13410 831 3998 97 425
2.1.2 Other public sector 1009 923 92 (8.7) (1.1) (R6) 12)
2.1.3 Private sector 24220 2596 28131 1726 2185 7.1 84
2.2 Other assets net (7572.3) (908.5) (1.000.8) (1512) (92.3) (20.0) (10.2)

Source of Data: Central Bank of Kenya

15.  NDA increased to register a growth 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 84 percent in the 12 months to December 2020
compared to a growth of 7.1 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 vulnerable 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 NDA and its Sources (Percent)
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17.  Net Foreign Assets (NFA) of the banking system in the year to December 2020
contracted by 7.2 percent, compared to a growth of 12.7 percent in the year to December
2019. The contraction in the growth of NFA was mainly due to the decline of the foreign
currency reserves by the Central Bank. The NFA of commercial banks improved by 127.4
percent during the review period as a result of an increase in the commercial banks’ deposits
with the non-resident banks.

1.5 Balance of Payments
18.  The overall balance of payments position improved to a surplus of US$ 1,434 million
(1.5 percent of GDP) in the year to December 2020 from a deficit of US$ 1,059 million (1.1

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

Chart 5: Performance of Balance of Payments and its Components
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19.  The current account 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 December 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 December 2020 on account 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 December 2020 mainly reflecting low value
imports of oil products due to relatively low international oil prices.

21.  Net services declined by 86.5 percent 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-19 pandemic and the resultant containment measures. Cargo
throughput performed well during the review period and provided a buffer in terms of
transport receipts.

22.  The capital account balance registered a surplus of US$ 130.4 million in the year to
December 2020. However, this was a US$ 77.3 million decline compared to the balance
witnessed in December 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 inflows were mainly in
the form of direct investments, financial derivatives and other investments which stood at
US$ 243.7 million, US$ 9.1 million and US$ 4,671.6 million, respectively in December
2020. The Net Portfolio investments outflows stood at US$ 1,389.3 million.

Table 3: Balance of Payments (US$ Million)

Year to December 2020 | Percent of GDP
absolute Percent

Dec18 | Dec-19 | Mar-20 | Ju20 | Sep20 | Dec-20 | chamge | Change | Dec-19 | Dec-20

Overall Balance (10302) | (1.059.9) | (340.7) 1793 12645 | 14340 | 24934 (235.4) (L) | 15
A) Current Account (5.047.8) | (5.5412) | (5635.7) | (5.0669) | (5.0328) | (4.744.0) | 7972 (144) 53) | 49
Merchandise iccount ia-5) (10201.0) [(10.6™9.5)| (10.442.8) | 13.460.0) | (8940.4) | (8377.0) | 23024 Q216 | AL | (86)
a) Goods: exports 60876 | 58719 | 60701 | 59236 | 60159 | 6038 1629 28 6.1 62

b Goods miports 162885 | 165514 | 165128 | 153836 | 14953 | 144119 | 1395 | (129 172 | 147

| Ner Services ic-d 15963 | 17674 | 13527 | LO281 6052 2385 | (15288) | (865 18 02
¢) Sarvices: credit S47TS | S621S | S3330 | 47834 | 42888 | 38MO | (1L78H) | (318 58 39

d) Services: debit 38812 | 38541 | 39803 | 37SS3 | 36836 | 35955 | (2586) (6.7 40 7
Net Primary Income fe-f) (144921 [ (191410 | (1.7782) | (16476) | (L68S0) | (1.5785) | 3356 (175 20 | (16
¢) Primarv income: credit 1989 296 2266 1982 218 2.9 Q321 | oLy 02 | 00

1) Priumary income: debit 16980 | 21437 | 20048 | 18458 | L7068 | 15760 | (3677) (2651 22 16
Net Secondary Income 50060 | S2850 | 52326 | 50126 | 49875 | 49T | 31200 (59) 5§ 5.1
#) Secondary income: credit 50539 | 53397 | S2868 | SO0641 | SO424 | Se45 | (315) (59) 56 51

h) Secondary mcome: debat 179 547 5§42 515 550 18 32) (5.9) 0.1 0.1

B) Capital Account 2626 207.7 1896 146.1 155.1 1304 (77.3) 372) 02 0.1
Fimancial Account (6.5354) | (62389) | (5.7205) | (4.5976) | (3.7262) | (35350) | 27038 | (#33) | (65 | (36)

Source of Data: Central Bank of Kenya
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1.6 Foreign Exchange Reserves

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 official
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 months of
import cover) in December 2019 (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 market. Commercial banks holdings increased to US$
4,694.6 in December 2020 from US$ 3,803 .4 million in December 2019

Chart 6: Foreign Reserves by December, 2020
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1.7 Exchange Rates

24.  The foreign exchange market has largely remained stable but was partly affected by a
significant strengthening of the US Dollar in the global markets and uncertainty with regard
to the Covid-19 pandemic. In this regard, the Kenya Shilling to the dollar exchanged at Ksh
110.6 in December 2020 compared to Ksh. 101.4 in December 2019 (Chart 7a).
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Chart 7a: Kenya Shilling Exchange Rate
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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 reserves.

Chart 7b: Performance of Selected Currencies against the US Dollar (December, 2019
to December, 2020)
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1.8 Capital Markets

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 2,6544 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 8: Performance at the NSE by December, 2020
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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. 907.7 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, ministerial 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 17.1 percent recorded in December 2019. The
decline is largely attributed to the difficult operating environment due to the Covid-19
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,
K Sh. 75.8 billion below the target (Chart 9).

28.  The ministerial A-I-A collected was below target by KSh. 21.3 billion during the
period under review. The underperformance of A-I-A was mainly due to underreporting
of SAGAs’ A 1A through the Ministerial expenditure returns for the period under review.
The Railway Development Levy collection amounted to KSh. 13.4 billion against a target
of KSh. 13.7 billion. The revenue data in Government Finance Statistics Manual 2014
(GFSM 2014) format is shown in annex I1.

Table 4: Government Revenue and External Grants, Period Ending 31st December,
2020 (KSh. Millions)

2019/2020 2020/2021 Deviation %
Actual KSh.] Growth
Actual* Target
Total Revenue (a+b) 930,374 810,552 907,660 (97,108) 12.9)
(a) Ordinary Revenue 857,862 726,415 802,231 (75,816) (15.3)
Import Duty 51,551 51,799 54,403 (2,604) 0.5
Excise Duty 103,377 102,779 117,379 (14,599) (0.6)
PAYE 205,266 152,617 181,524 (28,908) (25.6)
Other Income Tax 162,163 156,622 155,724 898 3.4
VAT Local 119,887 85.867 124,930 (39,064) 28.4)
VAT Imports 91,657 93,206 109,949 (16,743) 1.7
Investment Revenue 38,530 32,173 14,172 18.001 (16.5)
Traffic Revenue 1,957 2,328 2,047 281 19.0
Taxes on Intl Trade & Trans.(IDF Fee) 13,730 18,264 14,124 4,140 33.0
Others ! 69,744 30,760 27,979 2,781 (55.9)
(b) Appropriation In Aid? 72,512 84,137 105,429 (21,292) 16.0
o/w Railway Development Levy 11.634 13.406 13.715 (309) 15.2
( ¢) External Grants 10,147 8,500 27,275 (18,775) (16.2)
Total Revenue and Extermal Grants 940,522 819,052 934,935] (115,882) (12.9
Total Revenue and External Grants as a 9.06 7.33 8.30 ~ B
percentange of GDP

1/ includes rent on land/buildings, fines and forfeitures, other taxes, loan interest receipts reimbursements and other

fund contributions, fees, and miscellaneous revenue.

2/ includes receipts from Road Maintenance Levy Fund and A-I-A from Universities

*Provisional
Source of Data: National Treasury
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29. As a proportion of GDP, the total revenue and grants in the period under review
was 7.3 percent compared to 9.1 percent in the corresponding period in the FY 2019/20.
Total grants amounted to KSh. 8.5 billion against a target of KSh. 27.3 billion, which is
an under performance by KSh. 18.8 billion.

Chart 9: Ordinary Revenue by Source, Period Ending 31st December, 2020

900.000 /

_800.000 -

million
2 =2
e °
g 8

<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>