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Myr. Jeremy Awori, Chairman, Kenya Bankery Assotiation;

Mr. Habil Olaka, Cihief Execntive Officer, Kenya Bankers
Assotiation;

Mr. Benjamin Nkungi, Chief Executive Officer, Assotiotion of
Microfinance Institutions of Kenya;

Chvuef Execntve Offweersy of vorwousy Commercial Banks,
Microfinance and Development Finance [nstitutions here present;
Representatives of various Central Banks from around Africo;
Representotives of IFC, USAID and FSD Kenya;

Representotves of the UWecensed Credit Bureons (CRB  Afruwee,
Metropol CRB and CRIF);

Distinguished Ladies and Gentlemen;

It gwes me great pleasure to- be here today to- offtcially open Has
landmark conference Hriat bringy fogetiver variowsy playery un tire
credit information sharing (CIS) fraternity. This s the second sucih
conference, the fiurst howving been held wn July 2011, We
appreciofe the growung unferest thot tihe subject has generoated
untfernationally, and more recently n Africa, as attested to- by the
presence v Hus  conference  of  represendotives  from varilows
countries. Let me extend a warm welcome to- yow all to- Kenya |
sincerely hope that yow will enjoy Kenya’s hospitality and tourist
ottractions diring yowr stoy v Kenyo



Ladies and GenHemen; We are gathered here today becanse we
believe thot CIS wmechanism v vl for wlotking access to-
affordabple credit: Indeed tive depressing statisties shhow- that uv the
year 2012, domestic credit stood at 44.9% of GDP un Sub-Saharan
Africo compared to- 156.5% for thve Ewropean Union. Besiodes cost of
credit; we do kmow that asymmetric uinformation provides
difflendtiesy and v fact acty as o mechanism for rotloning credit
Information capitol will minimize these diffuendties. Conferences
suehv ay Huy allow partucipanty to- shave experences as well as
challenge eaci otiver. We are therefore happy to- have participation
by yow all.

Ladies and Gentlemen; yoww will recall thot at the furst reguonal
Credit Reporting Conference, we focmsed on  Infernational
Standards of Credift Reporting wiich were eventually released un
September 2011 by a Task Force coordimated by Hre World Bank,
withv support from the Bank for International Settlements: These
principles are designed to- ensure that credit reporting systems are
sofe, efficient and relable. It 5 umportant that ot Hhuy conference
we review the performance of owr respective countries v meeting
tose standards. Furtiver, | am nformed that variows local and

Conference coverung recent developmentsy and emerging Usues.



Participontsy will be taken thaouglhe CIS infernational bencihnmarks
and trends by experts from tHie International Finance Covporation
(IFC) of the World Bank Growp: The conference will also provide
the delegates witiv aw opportunity to- disenss and shave experiences
on fundamentol Usnes on Hie subject of CIS.

Ladies and Gentlemen; The CIS mechaniszm i Kenya hay evolyved
significontly since U was wnweided tin July 2010. There hay been
nereased wsage of credit reporty by banks n credit evaluation,
withv e cumudatve requests omounting to- 2,907,395 as at June
30, 2013. This has greatly contributed to- improved risk lending,
expedited lending  decistonsy and  umproved loan  repayment
dominated e lending process n e banking induwstry. We hasve
sueceeded, v wndotking  funds  previowsly ted wp v non-
performing loany and Hus making them avalaple to- new
borrowers. Aport from banks, credit reporty howve also- been useful
to- otiver credit providery, for example the Higher Education Loans
Booawrd (HELB), IDB Capital and Hre Agricwtural Finance
Covporotion (AFC). Most employers too, utilise credit reports L Hie
ossessment of the suwitabity of prospective employees: AW these
wnitlativesy demovstrate the umportonce of CIS fo- the Kenyan

economy.



Ladiey and Gentemen; Despite these positive developments, the
mechanism hays foceo some challenges that need to- be addressed
for the benefit of all stakeholders: Cwstomery ave yet to- fully
benefit from the CIS mechanism. The cost of credit st remaing
highv too most borrowers: Ay o iy well kinown, CIS allesiates the
proplems of asymmetric nformation by cowntering adverse
selection, moval hazard and information monopoly thus enabling
lendery to- make wmore nformed decisions efficlently. Lendery
showlde thervefore be able fo- extend credit fo- customers at move
fovowraiple rotfes.

Otiver challenges uinclude dota guality usues, legal umpediments,
nadequate dispute resoluntion mechanisms and Umited access by
cwstomers v rnral areas. We recognise the variows unitlatives that
hove been umprovised to- deal withv some of these challenges. It s
also- anticipoted thot the coming unfo- effect of the soon to- be
gazetted Credit Reference Buwreoaww Regulations, 2013 will play o
mojor role v resolving most of the challenges. Towaards Hus end,
the Regulations contain provisions for credit refevence bureauns
(CRBy) to- engage tviad porty agents withv a view to- enhancing thelr
outreach. The Regulationy have also- placed greoter respovsibilities
towards customer profection amd higher standards for data

collection, storage, processing ano use.

Ladies and GenHemen; CIS » also very pertinent from a reglonal
perspectve. ln the East African regiony; Uganda, Tanzania and
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Rwanda have licenced private CRBy wihile Buruwndi has un place
a government rwn credit buwreans Many African countries hoave
also- implemented regulatory reformy fo- enhance thelr credit
wderwriting  standards by embracing CIS. The wufegration of
several  African  countries  hagy  enabled  several  wnddigenous
Becaunse credit markety i Africa are ot different levelsy of
development,; unformation shraring across borders presenty an
opportunity fo- bridge the gaps un the variows markets ono assist v
weeding owt crossy border serial defoudters: lnformation asymmetry
has the potential of curtailing the entry of financlial wutitutions
wto- African markety thws denyung them essential  wnwestment
flows: We should therefore strive to- deepen owr credit markets
through initlatives suciv as CIS.

Ladies and Gentlemen; tire CIS Reglonal Conference s being held
ot a time wihen Kenya o waweiing fwe key reforms that will
sdgnificontly travsform the effectiveness of Huy umportant beacon
of financial infrastructie in owr economy. The five landmark
denelopments are: ntroduction of positive deta sharing, inclusion
of Deposit Taking MFly (DTMs) un CIS mechanism, mplementing
an Alternative Dupute Reasolution mechanism (ADR), allowing
credit bureonsy fo- open agencies and the regstrotion of tHie
Assotiation of Kenya Credit Providers (AKCP) to- spearihead a more
comprehensive CIS mechanism going forwairo



The first two reforms were facilifoted by the amendments to- Hie
Centrol Bank of Kenya Act, Banking Act and Microfinance Act un
2012. The Banking Act and tihe Microfinance Act were amenoed
to- requinre ol nstitutions Ucenced wnder the two- statutes to- shhare
negotve credit information on Hewr customers thwoughh CRBy The
Centrol Bonk of Kenya Act wos amended to- requinve banks to- shhare
positwe unformation on thewr cstomery witiv CRBy. Allowing
lendersy to- share positive nformation, enables good borrowers to-
build reputotion collateral. Credit bureans will soon be v a
position to- provide credit scores wsing positve data from voriows
lenders: Withv goodl  credit scores, tihe puwsiv for less stringent
o positve credit report W an excellent bargaining tool for lower
wnterest rofes It allows wsy to- develop an efficient collateral
techunology.

The new requirement for participotion of Ucensed DTMs marks
the furst step towowrds inclusion of non-bank credit providery un
ovder to- make the datobase more compreensive. Expansion of He
datobhose to- otiver credit providers will provide a complete pieture
of the cuwsfomersy and enable Hre providers odevelop failored
producty to- tHheir reguivements. The benefit of o comprehensive
dotobpose 5 the minimizotion of customer over-indebtedness. A
compreensive datfobose also- miniumises the tendency of serial
defoudtery migrating to- lendery wiro- do- not shhare information.



The Hird and fourtiv reforms are infended to- strengtiven consumen
protection: The CIS Customer Complainty Office (CISCOF) has been
established ay an interim Credit lnformation Ombudsman to- help
resolve cstomer complainty regarding accuracy of dota This
Alternative Dispute Resolution process, wiriche will be discussed in
tHhis conference, wll speed wp dispute resolutions

Finally Ladies and Gentlemen, tive Association of Kenya Credit
Providery (AKCP) has been registered witiv e primary objective of
developing an efficient CIS mechanism bnv Kenya. This Assotiation,
which we are lawnching today, will promote self-regulation
among Ucensed and non-licensed credit providery and emsure a
level playing fleld for credit providers wivo joun the nformation
sharing mechanism. Thiy b o major step v complimenting tie
existing CIS regulatory framework.

These measres are expected to- radically change tirve credit market
wv Kenya, to- benefit lower ruk cwstomery and endrance access to-
credit by SMEsy Going forwawd, CIS being a relatively new area un
Hus reglon, there i need foo rase public aworeness on Uy

The Centrol Bank of Kenya sy committed and will work witiv all
relevant porties to- ensnre Hhat the CIS mechanism grows to- Uty full



potential. The efficiencies that wll accrue to- our credit mavket
will contribute significantly to- the stabdity of the funancial sector
and. to- the goals of owr Vuslon 2030. Ay a demonstration of Huis
commitment; we hove consudted withv the Kenya School of
Monetary Studies and agreed to- provide office spoce for the new
Assotiation so- as to- gwve UF a sound footing Hrat also guarantees Uty
newtrality.

i+ & now my pleaswre to- declare iy two-day Regional CIS

Thank yow and God. bless yow all



