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MONEY MARKET ANALYSIS

Interbank lending pulled back even more this week, extending last week’s slump as traded volumes dropped
another 18.5%, sliding to KES 11.79bn from KES 14.46bn. Deal numbers echoed the slowdown, dipping by
6.9%. On the flip side, the average interbank rate barely budged, ticking up to 10.70% from 10.69% the week

before. The table below summarizes the market liquidity indicators:

Interbank Deals 29.00 27.00 (6.90%)
Inter- Bank volumes (KES bn) 14.46 11.79 (18.46%)
Inter - Bank Rates (bps) 10.69% 10.70% 0.63

The month of March kicked off at a rather slow note with the average interbank volumes traded remaining

below historical levels. See below a visual chart of the interbank market trends;

The weighted average interbank rate has closely tracked the Central Bank Rate, underscoring the stability and
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effectiveness of the monetary policy framework. See the chart below;
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GOVERNMENT SECURITIES MARKET

T-bills

Investor appetite for Treasury bills rejuvenated further with the subscription rate climbing to 210.7%, from
152.3% last week. Interest for the 91-day paper persisted with the paper garnering almost half of the total bids.
Investors poured in KES 50.56bn, and the fiscal agent took in 84.1% of the amount.

Overall yields continue to dip across all tenors, with the 91- 182- and 364 - day papers settling at 8.92%
(-1.41bps), 9.15% (-8.87bps), and 10.50% (-0.34bps), respectively.

See the summary below;

10-Mar-25

91-da

9-Jun-2

182-da
8-Sep-2

364-day
9-Mar-26

Amount offered 4.00 10.00 10.00 24.00
Bids received 23.95 12.44 14.17 50.56
Subscription rate (%) 598.8% 124.4% 141.7% 210.7%

Acceptance rate (%) 99.9% 57.6% 80.6% 84.1%
Of which: Competitive Bids 12.59 6.38 4.90 23.87
Non-competitive bids 11.35 0.79 6.51 18.65
Rollover/Redemptions 19.32 10.93 11.33 41.59

Weighted Average Rate of Accepted 8.92% 9.15% 10.50%
Bids
Inflation 3.5% 3.5% 3.5%

T-Bonds

In the primary bond market, the Central Bank of Kenya successfully raised KES 35.25bn through
FXD1/2018/25 at an average weighted rate of 13.80%, a hair below our bold bidding forecasts. The paper
with a coupon of 13.4% received a lot of interest from investors, recording a 188.0% subscription, an
indication that investors are gradually warming up to long term papers. See the summary below;

10-Mar-25 FXD1/2018/25
Due Date 24-May-43
Amount offered (KES bn) 25.00

Bids received (KES bn) 47.01
Subscription rate (%) 188.0%

Acceptance rate (%) 75.0%
Of which: Competitive Bids 26.49
Non-competitive bids 8.76

Rollover/Redemptions 27.69

Price per KES 100 at average yield 100.37
Weighted average rate of accepted bids 13.80%
Coupon Rate 13.40%




Outstanding Debt Maturities (T-Bills and T-Bonds):

As of this week, the Government's outstanding T-Bill and T-Bond maturities for the next 12 months are at
KES 826.23bn and KES 340.06bn, respectively. Including coupon payments, the total maturity profile is
approximately KES 1.81tn, as outlined below;

Domestic Debt Maturities (KES bn)
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Nonetheless the government is ahead of its domestic borrowing curve for FY24/25 by 44.6%, having mobilized
KES 598.64bn against a target of KES 408.41bn. Excluding Treasury bills, domestic borrowing surpasses the
prorated target by 44.6%, currently standing at 102.9% of the overall target.

Domestic Borrowing (KES bn)

Current Total Net Borrowing
T-Bonds

Pro-rated Borrowing Target

Domestic Borrowing Target (Supp. 1)
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Yield Curve

The yield curve maintained its downward drift, though some yields on medium term papers saw an uptick
during the week. Overall, the curve posted a modest 6.81bps decline week-on-week.

Below is a visual representation;




Yield Curve
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Kenyan Eurobonds

This week, yields on Kenyan Eurobonds climbed higher, though the shortest-maturity bond—earmarked for a
buyback—experienced the smallest uptick. Interestingly, of the USD 900m offered for repurchase, investors
opted to sell back just 64.2%, a move suggesting they're keen to cling to the bond until it matures, bucking the
trend of the prior buyback. Below is a summary of the performance;

31-Dec-24 8.5% 9.1% 10.1% 10.1% 10.1% 10.3%
27-Feb-25 7.2% 8.0% 9.5% 9.5% 9.6% 10.0%
3-Mar-25 7.3% 8.0% 9.4% 9.5% 9.6% 10.0%
4-Mar-25 7.3% 8.2% 9.6% 9.6% 9.7% 10.1%
5-Mar-25 7.3% 8.2% 9.6% 9.7% 9.8% 10.2%
6-Mar-25 7.3% 8.4% 9.8% 9.8% 9.9% 10.3%

Source: Central Bank of Kenya (CBK), Table: SIB




Currency Performance

The Kenyan shilling reversed last week’s gains, weakening against most tracked currency pairs except the TZS,
which edged UP 1.6%. The biggest loss came against the Euro, while the KES/USD pair remained relatively

unchanged —this, despite a 3.0% decline in the US Dollar Index.

See the table below;

EUR/KES 134.3 134.2 139.9 (4.2%) (4.2%)
GBP/KES 162.3 162.6 166.7 (2.5%) (2.7%)
JPY/KES 821 86.3 87.6 (1.5%) (6.7%)
KES/UGX 284 285 284 (0.3%) (0.0%)
USD/KES 129.3 129.2 129.2 (0.0%) 0.0%
TZS/KES 19.0 201 204 1.6% 7.4%

Abb: GBP - British Pound, EUR - Euro, USD - US Dollar, UGX - Ugandan Shilling, TZS - Tanzanian Shilling, JPY - Japanese Yen | FX rate is determined by
calculating the weighted average rate of recorded spot trades in the interbank market

See also a visual representation;
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Kenya's foreign exchange reserves edged up by 0.9% to USD 9.14bn, with import cover notching higher to
4.7 months from 4.6 months (USD 9.06bn) the previous week. Still, there’s optimism brewing for a stronger
recovery once the dust settles on the latest Eurobond payout.
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MARKET NEWS

Private sector conditions hold steady, keeping pace with recent patterns

According to Stanbic Bank Kenya's PMI survey, business activity in the private sector remained relatively
stable in February, with the index coming in at 50.6, slightly up from 50.5 in January 2025. Although a marginal
improvement, the performance still falls below the historical February average. See the chart below;

February Purchasing Manager's Index
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*The headline figure derived from the survey is the Purchasing Managers’ Index™ (PMI). Readings above 50.0 signal an improvement in business conditions
on the previous month, while readings below 50.0 show a deterioration.

On the bright side, Kenya’s private sector has held steady for five straight months, riding a wave of tamed
inflation and a calm exchange rate. Still, the PMI’s needle is barely nudging past the tipping point, hinting at a
fragile balance that could topple with the slightest jolt, leaving plenty of room for a nasty tumble if unexpected

pressures flare up. See the chart below;
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Demand and output ticked up across Kenya'’s private sector, with price hikes for inputs and outputs cooling to
their tamest pace in four months. Yet, optimism remains scarce—only 5% of firms see growth on the horizon—
while businesses hustle to sharpen efficiency and bulk up inventories to match demand. Dropping interest rates
might just light a spark under lending and activity in the coming months.

That said, this modest expansion offers little comfort. A minor shock could easily tip the index into negative
territory, given that the underlying drivers of growth appear fragile and reversible, especially as inflation edges
back up. This highlights the urgent need for proactive measures to strengthen key sectors like manufacturing
and agriculture, which form a significant backbone of the economy. Persistent weaknesses in the private sector
continue to reveal deep-rooted inefficiencies that demand immediate attention.




BACKGROUND CHARTS

Secondary Bond Turnover

Bond Turnover (KES bn)
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Forex Reserves

Kenya's Forex Reserves (USD bn)
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