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LEGAL BASIS FOR THE QUARTERLY ECONOMIC AND
BUDGETARY REVIEW REPORT

a

Thc Qurtcrly Ecooomic end BuQctrry Rlvicr Rcport b hblishcd ir
eccordrncc witt rcctioo &i of ttc hruic Finrncc Men.tcmcat Act,2012. It rtrlcs
ufdlowr:

t3. (l) An accounting officer for a National Govemment entity $dl prepare s
regort for each qu&ter of the financial year in respoct of fte antrty.

(2) In proparing ! qulrErly rcport for a National Gowrnnurt entity, fie
Accormting officer drall ensure that dre rcport-

(a) contains information on the financial and non-financial pcrformance of tre
entity; and

(D) is in a form drat complics with dre strndards prcscribod and published by dre
Accounting Sundards Board from time to time.

(3) Not larcr than fifteen days aftcr the end ofcach quarter, dro Accomting Ofhcer
shdl submit he quarterly r€port to fte Cabina Secreary responsible for the attity and
tre Nuional Treasury.

(4) The Cabinet Secrstary responsble for an entity shall forqard a copy of dre
report b the Cabinet Secretary and Contoller of Budga.

(5) Not lrbr then forty-fivc drys dtcr ttc cod of crch qurrbr, dre National
Treasury shall-

(a) consolidare drc quarterly repors and submit trem o &e Nuional Assembly
and a copy of tre reports b dre Contr,oller of Budgeg Audior-General and dre
Commission on Rwenue Allocation; and

(6) publish and publicize dre repors.

(6) ln the case of an atity that is a satc corporuion, dre Accounting Officer for
the Corporation drall submit the quarterly r@rt to the Cabinet Secrctary responsible
for tre corporation who shall, upon approving it, forrrard a copy !o fte Cabina
Secretary.
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HIGHLIGTITS OF THE THIRD QUARTERLY ECONOMIC AND
BUDGETARY REVIEW REPORT IN THE aONN4FY

l. Economic growth
The economy is estimated to have grown by 5.6 percent in 2023 up from 4.8 perccnt

in 2022.This growth was supported by a rebound in agricul[rre, which had faced

two consecutive years of output decline due to 8 prolonged drought, and the
continued sEength and resiliencc of dle services scctors.

2. Inllrtion r.tc
Year-on-year overdl inflation has remained within the Government target range of
5+2.5 percent in the first three quarters of FY 2023124. Inflation declined to 5.7
perc€nt in Marcl\ 2024 from 9.2 percent in March, 2023 largely driven by the easing
of fbod and energl prices, pass-through effects of o<change rate appreciation and
the impact of monetary policy tightening.

3. Intcrcrt Rrta!
Interest rates increased in March, 2024 in line with the tight monetary policy stancc

and liquidity conditions in the money market. The interbank rate increased to 13.4

percent in March, 2024 compared to 7.1 percent in March, 2023 while the 9l{ay
Treastrry Bills rate increased to 16.7 pa'cent compared to 9.E percent over the same
period. Consequantly, the average lending rue increas€d to 15.4 percent in March,
2024 from 13.l percent in March, 2023 while the average deposit rate increased to
10.3 percent from 7.6 percent over the same period.

4. Moncy rnd Crcdit
Broad money supply, N[}, grew by I1.5 percent in the year to March, 2024
comparod to I growth of 10.6 percent in the year to Mrrch, 2023. The primary
source of the growth in M3 was an impmvement in the Net Foreigt Asscts (NFA)
of dre banking system.

5. Currcnt Account
The qrrent account deficit improved to USD 4,557.3 million (4.3 perccnt of GDP)
in February, 2024 compared to USD 5,368.1 million (4.5 pcrccnt of GDP) in
Februrry, 2023. The cunent account was supported by an improvement in the net
merchandise account and the net secondary income balance despite a deterioration
in the net primary income balance and net receips on the services account.

6. Forcign Erchenge Rescrvcs
The ofticial foreign exchange reseryes held by the Central Bank stood at USD
7,669.8 million in February, 2024 u improvement compared to USD 7,176.6
million in Februuy,2023. This rcpresented 4.2 months of import cover as compared
to the 3.6 months of import cover, respectively, and therefore provides adequate

buffer against short term shocks in thc foreigt exchange market.

7. Cepitrl Merkcts
Activity in the capiul markets improved in the year to March, 2024 mainly due to
the srenglhening of the Kenya Shilling cotrpled with the de-risking of the 2024
Eurobond which inspired confidence among investors. The NSE 20 Share Index
improvcd to 1,752 points in March, 2024 compared to l,6l I points in March, 2023
while Marka capitalization improved to KSh. 1,767 billion from KSh. 1,740 billion
over the same period.
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t. Rcrvenuc Collectbn
The Netional Govemment rev€nue collection including ministerial Appropriation in
Aid (A-I-A) for the period between July, 2023 - March, 2024 amountod to KSh.
1,918.3 billion (l I 9 percent of GDP) ,gsinst a tsrget of KSh. 2,126.4 billion. The
revenue colledion wts below the tsrget by KSh. 208.1 billion mainly due to
shordall in axeVordinary revenue.

9. Erpcnditurc rnd Net Lending
The total expendinre and net lending inclusive oftransfers to County Governments
for the period ending 3lst March, 2024 amornted to KSh. 2,638.8 billion, against a
arga ofKSh. 2,787.7 billion. The resultant below targa expenditre ofKSh. 148.9
billion is mainly auributed to below target absorption recorded in development
expenditures and transfers to County Crovemments.

10. Guerentced Dcbt
The Govemment sewiced gueranred debt of KSh. 17.4 billion on betralf of Kenya
Airways (KQ).

lf. Fbcd Bdencc
The fiscal balance excluding grants (on a commitment brsis) amornted to a deficit
of KSh. 720.5 billion (4.5 percart of GDP), 8s 8t the end of March, 2024.

12. Erternel Finrncing
The Net Foreigr financing amounted to KSh. I 13 billion (0.7 pcrcent of the GDP)
during the period under review.

13. Nct Domcctic Borrowing
Net domestic financing amounted to a nct bormwing of KSh. 386.4 billion (2.4
percent of GDP) in the period ending 3lst March, 2024.

14. Domcrtic Dcbt Stock
The stock ofgross domestic debt inoeased by KSh. 625.9 billion from KSh. 4,631.1
billion in March 2023 to KSh. 5,257 billion in March, 2024.

15. Ertcrnd Dcbt Stock
The total extemal debt stock, including the International Sovereigr Bond, stood at
KSh. 5,163.4 billion by the end of March, 2024. The debt sock comprised of
multilateral debt (51 .4 perccn$, commercial debt (26.3 perc€n|, bilateral d$t (22
percent) and zuppliers' credit (0.3 pcrcen0.

)

a

lx



RECENT ECONOMC DEVELOPMENTS
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r.O RECENT ECONOMIC DEVELOPMENTS

l.l Ecoooolc Grorrh

l. Tho coonomy remained srurg and rcsilieot in 2023 dcaite the chelenging tndcmtl
rad domc*ic covirumcat. Thc oconany is etimrbd to havc growa by 5.6 porccnt in 2@3
frmr a grou,th of 4.t pcrcart ia 202i2. The ccoomic grofih evcngpd 5.6 pcrccat in thc fir*
thrcG qrrertcrr of 202r(5 .5 pcrccnt in Q I rnd Q2 and 5 .9 pcrccnt in Q3) (Ctrrt I ). The gou/dt
wes primuily uadcrpinned by r rtbo.rnd in rgricultrrc rctivities rnd a oortinuod ttsiliacc of
drc sarvica rcdor.

Chrrt l: a!.rtcdy Rcd GDPGrortt Reta
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2. L,erding cqrmic indicars pornt to t strong eoonornic pertormrncc in thc fqrth
quartcr of 2O23 due to tte rcbound in agriorltrc urd tho omtinuod stragth ud rerilience of
thc rcrrriccc soctor. Groudr in drc furiarltrm sccttr wts mainly duo to frvonblc uredrcr
conditioas cxpcrienood in the corntry. ltig wrs cvideot in the rignificant increaso in the
quntity of orpoltod qrt flowcrs by 5.8 pcr€Got acc,opaniod by a ccrosponding inortasc in
vrluc by 62.7 perccnt Similrrly, thc quantity of exporad vegarbler incrcasod by 95.7 pcrccot
while dre quntity of toa crportcd rlso incrcased by 0.6 pcrccnt while its vrluc inctascd by
It.5 pcrc.nt during the period undcr rwiew. Howerra, thc qurntity of cxportod fruis urd
ooffec doclincd; urd cane ddivcrics rlso doclincd dl in dre ford qurrtcr of 2V24.

3. Indurtsid activity slored down duc to the curging pmductiott cofis !s input rnd
borrowing coot increasod, driven by among ohers, a weakening shilling and a slowing global
oconorny. Thorc was also a notable drop in elcctricity gcnenrion due to docline in wind,
$6rnsl, urd gethennd genenrior. Grorrttr in thc scctor was mrinly sttpportcd by agro
prwcsoing; nobly the productior of dairy, co,ffe., urd tca. Grourth of the non-food subsccttr
wrs srpportod by incrcared produaion and consrmptioo of ccnrceit and Cvasizcd shceb. This
is lttribut d to the Gwernment affordrble horsing project and thc growdt in IEd c$rlr s€cts.

4. Thc san iccs sector remained rcsilient urd mainaincd i strong growth momenum in
Accommodatiqr and Rcstaunnt srbgoctor, Financial and Insrancc nrbscctor, Informrtion 8nd
Communication crbscc'tor and Public Administration subscctor. Ihe Accommodation and
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RECENT ECONOMIC DEVELOPMENTS

Restrurant servic€s was supported by the incrcased numbers of tourist arrivals through Jomo
Kenyatta lntemational Airport (JKLA) and Mombasa International Airport (MA). Information
and communication subsector growth was supported by increascd voice traffic, internet use

and mobile money despite a dccline in the use of domestic Short Messaging Services (SMSs).

1.2 Inflrtiou

5. Influion has remsined within the Govemment target rsngp of 5+2.5 perdent in the firs
thrce quarters ofFY 2023l24.Inflation declined to 5.7 percent in March, 2024 friorn 9.2 pcrcent
in March, 2023 largcly driven by the easing of food and energy priccs, pass-through effects of
exchange rate apprcciation and dre impact of monetary policy tightening (Chrrt 2rI

Chrrt 2r: Inlletion Dcvdo

SorrE of Drtr: I(.!yr tiardord E!rc.r ol $.fbd6

6. Food inflation remained the main driver of overall year-on-year influion in March,
2024 conuibuting 2.6 percentage pornts, a decline, compared to a contribution of 5.5
paccntage poins in March, 2023 (Chrrt 2b). The easing of fbod prices was supported by
increasod food supply arising from favorable weather conditions; continued Government
interventisrs through subsidized fertilizer progrsm; zero rating of import duty on selected
staple food items; and the gencral easing of internuional food prices.

7. Fuel inflation declined to contribute 2.1 p€rcentage points to year-on-year ovcrall
influion in March, 2024 from a conribution of 2.3 pccentsge points in March, 2023. The
docline largely rcflccts the impact ofthe Kenya Shilling's apprcciation coupled with the easing
of international oil priccs which resultcd in a decreasc in elecrricity price and a downward
adjusunent in oil pump priccs.

8. The conribution of core (non-food non-fuel) inflation to year-on-year overall inflation
has been low rnd stable. This is consistent witr the muted demand presures in thc economy
that is snpported by prudent monetary policy.
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RECENT ECONOMIC DEVELOPMENTS

t

Chrrt 2b: Contributioa to Ovcrdl Ycrn on-Ycrr Inlhtbr

Sorra orlhn: lclyr lra.dord hrfl otsdd(!

9. Inflation ratc remains high in moat Sub-Saharan African economies fuelod by rising
energy priccs; weaker qrrencies; and natral disastcrs. Kenya's inflation rdc at 5.7 percent in
March 2024 is much lowcr than that of majuity corntries in the Sub-Sahrnn Africen region
that hrd double digits' influion (Chrrt 2c!

Chrrt 2c: Ycer on Ycrr Infletion Rrta of rclcctcd SubSrtrnn Africrn Countrict
2021

Sollrcc ofD.tr: N.t!o!d Cr rd BllLr

1.3 lntcrcrt Rrtcr

10. The Monaary Policy Committee (MFC) tightened the monetary policy by grdually
nising the Central Bank Ratc (CBR) by 550 basis pornts to 13.0 percent in February, 2024
points ftom 7.50 percent inMry,2022 (Chert 3). The tightening of tlre monetrry policy was
to address the pressures on the o(change rate and continue with mitigation of tre second rornd
effects including from global prices. This ensurcd that influionary exp€ctations rernain
anchored, while rctting inllation on a firm downward path towards the 5.0 perc€nt mid-point
of the policy target range.
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RECENT ECONOMIC DEVELOPMENTS

I l. Short-tcrm interest rates increased in March, 2024 in line with the tight monetary policy
stance and liquidity conditions in the money marka. The interbank rate increascd to 13.4

p€rcent in March, 2024 compared to 7.1 pcrcent in March, 2023 and has remained within the
prescribed conidor arornd the CBR. The introduction of the interest rate conidor around the
CBR (sct er CBR+ 250 basis pcnnts by the MPC in August, 2023) h8s aligncd the inrcrbank
weightod average rate to the Centrd Bank Rate and thercby improving the trangmission of the
monetary policy. The 9l{ay Trcasury Bills rate inoeased to 16.7 percent in March,2024
comparcd to 9.8 pcrcent in March, 2023 while the I E2{ay Treasrry Bills rate also increased

to 16.9 pcrcent fmm t0.3 perccnt over thc samc pcriod. This has increased dre cost of
bonowing by Crovernment from the dome*ic market.

Chrrt 3: Sbort-Term Intergt Rrtc3

Sourrc ol lrrt!: C.rml Brah ol lGlyr

12. Commercial banks average lending and deposit rates increased in the year to March,
2024 in tandern with the tightening of the moneury policy stance thereby reflecting high cost
of investable funds. The average lending rue increased to 15.4 perc€nt in March, 2024 from
l3.l percent in March, 2023 while the average deposit rate increaged to 10.3 percent from 7.6
pcroent over the same pcriod. Consequently, the average int€r€st rate spread declined to 5.1

percent in M!rc,\ 2024 from 5.5 percent in March,2023.

l.{ Money rnd Crcdit

13. Broad money supply, M3, grew by I 1.5 p€rcent in the year to March, 2024 compared
to a growdr of 10.6 percent in the year to March, 2023 (Trble l). The primary source of the
growth in lvll was an improvement in the Na Forcign Assets (NFA) of fte banking system.
The NFA of the banking system in the year to Mrrch, 2024 expanded by 142.8 percent

comparcd to a contraction of 27.9 perce,nt in the year to March, 2O23. The increase in Net
Foreign Assag mainly reflected an incrcase in commercial banks' Forcigt Assets.

14. Net Domestic Assets (NDA) registcred a growth of 2.2 perccnt in the year to March,
2024, comparcd to a growth of 14.9 percent over a similar period in 2023. The slowdown in
growth of the NDA reflects a decline in growth of the domestic credit from both the
Government and the private sector. The domestic credit extended by thc banking system to the
Government decreased to a growth of 8.6 perccnt in the year to March, 2024 compared to a
growth of 17.1 perc€nt in the year to March, 2023. Lcnding to other public sectors grew by 1.0

percent compared to 5.7 percent over the same period.

j

a

t,

4

.... 16

r! o

,r6.0

ra 0

120

r0 0

t0
6.0

10
20
0.0

1

RRSSERFEFE&&NNNNNNRRR8lR8EI$tir$t$ttlsi I t $1$t {ttltt It

!
a,

I a

.... e1-TbI
iiiii

-CE R

--.-.-i---.,- . -"-' e'! I

- 
lntcrtrll RL


