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OB.TECTIVES OF THE CENTRAL BANK OF KENYA

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

PRINCIPAL OB.IECTIVES

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

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

SECONDARY OEIECTIVES

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

Formulate and implement foreign exchange policy

Hold and manage its foreign exchange reserves

License and supervise authorised dealers in the money market

Promote the smooth operation of payments, clearing and
settlement systems

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

6. Issue currency notes and coins
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KENYA MONTHLY ECONOMIC REVIE\TS

The Monthly Economic Reviews, prepared by the Centr.rl B,rnk o[Kenya, start-

ing with the June 1997 edition, are available on the Internet at the address:

http: / / w ww.centralbank. go. kel
email: info@centralbank. go.ke
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HrcHlrcHTS oF rue NoveMBER Ecoruourc Rsvlew

It is estimated that real GDP grew at an

annualized ruteo.f0.7o/o in the first eight months

of 7002 comparbd with 0.8% in a similar period

of 2001. The 12-month underlying inflation rose

slightly to l.5o/o in October from l.4o/o in

September 7002. The overall 12-month inflation

also increased marginally to l.9o/oin October from

1.8% in September 2007..

Government fucal operations during the first

quarter of fiscal year 2007/03 resulted in a

deficit, on a commitment basis, of lGh 10.4bn

or l.lo/o of GDP compared with a deficit of lGh

3.0bn in a similar period in the previous fiscal

year. The stock of public debt increased to IGh

626.Zbn in September 2002 from IGh 613.8bn

in June 2007.. The increase was entirely in

domestic debt as extemal debt declined.

The Kenya shilling marginally lost to the US

dollar in October 2007 to exchange at Ksh 79.3

compared with lGh 78.8 in September 2002.

The balance of payments strengthened to a US$

93m surplus in the year to September 2002 from

a US$ 1m surplus over similar period in 2001.

The Central Bank foreign exchange reserves

consequently increased to US$ 1,119m or

3.4months of imports cover at the end of

September 2002 from US$ 1,054m at the end

of September 2001.

Interest rate for the 91day Treasury bills increased

to 8.lo/o in October 2002 from 7.60/o in

September. Money supply, M3X, increased by

8.4o/o in the year to September 2002 compared

with 3.0olo increase over a similar period in 2001.

The increase was attributed to increases in both

net foreign assets and net domestic assets of the

bankingsystem.

Assets of the banking sector increased by IGh

76.2bn or 6.20/o to XGh 451.3bn at the end of

September 2002 from Ksh 425.1bn at the end

of September 2001. Non-performing loans

(NPIJ), netof interest in suspense, were estimated

at Ksh 72.5bn or 78.9o/o of total loans in

September 7007, comparedwith XGh 82.3bn or

32.7o/o in September 2001. Provisions for the

NPI-s declined from lGh 32.4bn+n September

2001 to Ksh 31.3bn in September 2002.

Adjusted for the provisions and the value of

securities held by the banking sector estimated at

IGh 44.9bn, the banks were covered in excess of

lGh 1.1bn.
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SELECTED PERFORMANCE INDICATORS
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