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1. Ladies and Gentlemen, it iy my great
pleaswre to- be here tHhisy morning at
the commencement of Hws RAMP
workshop on Fundamentols of Fixed
wnmeome ruk wmanagement: | wouwld
Uke to- thank the World Bank RAMP
team for uwiting me. May |, furst and
foremost, toke Hus opportunity fo-
welcome yow all to- Nawrobi and wisiv
yow Happy 2014. The weather
normally quite pleasant i Nairobi
ot thuy tlme of Hhe yeor and | hope
yow will enjoy yowr stay. If yow get
time, yow may wusih to- vt different
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places exhibiting owr heritage which
wunclude thhe Nairoht Notional Park,
wiich s not for from here, and other
umportant places like the National
Museuwm, the National Archvives, efc.

2. Ladies and gentlemen, we are greatly
honowred ay o country and Hrankful
to- the workshop organizing team for
choosing to- hold oo RAMP workshop
for o third ttme here v Kenya since
Centrol Bank of Kenya joined RAMP

adlmost five years ago-
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3. Offtcial foreign exchange reserves,
ladies and gentHemen, ay yow are all
OMONE Ohe U Many COounries o mojor
national asset. Even un Hhe richh and
developed economies, foreign
exchonge reserves arve  considered
unportant: Fust, for usy they form the
appropriote  buffer to cumshion
owrselves from shotksy ay well as to-
Second, v a country wiutv a flooting
exchange rote and an open capital
oaccount; foreign exchonge reserves are
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an umportont tool of monetary policy.

4. In recent decades, foreign exchange
resevves held by central bonks haae
surged to- record levelsy. But Hrere are
challenges of holding and managing
foreign exchange reserves: The risks
mostly relate to- fluctuating value of
the base currencies and so- alter the
bolance sieet of central bonks. The
foreign excihange reserves management
and nwvestment hasy been hampered
by the oaffermativ of Hie global
financial crisis — with negative real
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wnterest rofes for o prolonged period of

Hume.

S. Prior to the global financial crisis,
the compensation structure  and
created strong wmotwes for excessive
risk-taking dwring boom  years
Derwatwes creoted o room wirere rusk

assessment and rusk pricing were not
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appropriotely followed. Modern rusk
management methods may also hoae
intensified the cycle becaunse of their
rellance on metrues such as volue ot
risk that are highly sensitive to- recent
performance, especiolly volatility. In
good. times, volotility declined, and
value ot risk along with it This
pottern  generated  a  pro-cyclical
wllingnessy to- take on ruk and
leverage, amplifying and propagating
the boom~bust cycles.
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6. Ladies and gentlemen, the
consequences of tuy excessive rusk-
toking asy yow all kinow; was o viclons
cycle of o collapse of confldence, asset
fure sales, evoporation of Uguidity,
and o deleveraging free fall thot
followed, which was the wivror
umage of the vibrant morigage market
that preceded o Governmenty and
centrol banks around the world took
extroordinary actlons oo prevent a
full collapse of the global financial
system and markets.
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But what we have wunessed was bad
enowghy - the deepest and wmost
prolonged recession wn generations,
withv recovery being agonizingly slows
held boack, in port; by the ongoing
efforts of overleveraged howseholds
and financial institutions to- repain
their balance sheefs: The governments
banks bailowt and economic stimunlus
packages led to- huge budget deficity
clminated wn the soveregn debt
crises, wihich were experienced in the
major economies, witv the Ewro- zone
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debt crisls thareatening to- get owt of
hand.

Ladies and gentlemen, safeguording
the foreign exchange reserves requives
prudence wn their management; and
prudence can only be achieved if
centrol banks howve well-trained and
highly skilled stoff wiror understond
the ruksy wherent v  wwestment
ossety and how to- mitigate those risks.
The World Bank's Reserves Adiisory
ond Management Progromme (RAMP)
has ployed an umportont role to- Huis
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end, by asssting central banks wn
foreign excihange reserves management
wn centrol bonks. Building a strong
folent bose withv deep ruk expertise
n central bonks thurough
recruitmenty and  refention of the
necessory expertise contunnes to- be o
crifical challenge for wmost central
banks. However, | must hasten to- say
that central banks participating
the RAMP program have greatly
benefiuted from tre adwice, training
and . building i ed by
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experts and practiftonersy wn  the
world of wwestment; from the World

Bank Treasury.

8. Thiws workshop W worthwivwle as oF
seeks to- provide o solid foundation and
fromework for fixed income risk
management  thet  allows  the
porticipontsy to- measure, monitor, and
report portfolio- rusk and performance.
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The objective of this workshop s to-
provide o strong wnierstanding and
anolytical capacity for ruk and
performance measurement and
reporting for fired income porifolios
Ity my sincere hope that the knowledge
to- be gained wnw this workshhop wlll be
pwt to- good wse n owr day to- day
operotions of central banks work n

foreign exchhange reserves management:

. Finally, Ut s now my greoat honowr and
huwmble duty to- declare thisy workshop
criciald [
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Thank youw:
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