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Myr. Reuben Mbindw, Chairman, Kenya Institute of Bankers;
Cihief Execwtives of Commerciol Banks and other Financial
lnstitutions here present

Dutuinguished Ladies and Gentlemen,

It i withv great pleaswre that | joun yow Hilsy morning at the staart
of Hus landmark conference: | take Hus opportunity to- Hank tire
Kenya lnstitte of Bankers for fulfillling sy promise to- hold e
o conference on anw annual basis. | appreciote yowr wwitation to-
Husy conference and appland everyone who participated n
organising Huy conference for their commendable commitment:

Ladies and GenHemen: My task tHhis morning Uy to- represent tie
Cabpinet Secretory to- The National Treasury wivo- coudd not make
U as the Chief Guest to- this 274 National Banking and Finance
Conference. Let wme start withv some few remarks on the

performance of Kenya’y banking sector.

The banking sector has recorded. an improved performance - He
sector’s balance sheet exponded by 15.6 percent from Kyh2.50
trillion in May 2013 1o Ksh2.89 Hrillion in May 2014 mainly
supported by an expansgion of banking services and funancial
nclusion. Consequently, the sector’s profutability wnereased by
12.5 percent from a profit before tow of Kih48.7 bilion for the
guorter ended May 2013 to Ki54.8 bllion for tHe quanter



ended May 2014. The gradual umproved performance has been
supported by condtunmed rollowt of nnovative banking produrcts,
adoption of cost effective delivery channelsy, and continuned
expansion of banks across the cowntry and beyonod Kenya.

Ladiesy and Gentlemen: Ay port of Kenyan banks desive to- improve

their performance, they have exploved business opportunities
withiin and beyond Kenya’s borders. Ay at 313t December 2013:

o Elevenw Kenyanw banks had established snbsidiories un East
African Community (EAC) member statesy and Sowtiv Sudan.
One Kenyan bank owned a 50% stake un a Mawritny bank
whvle anotiver Kenyan bonk had a minority stoke of 11.4% un
& bank operating un Malawt.

o The eevenw Kenyan banks had estoblished 288 brancihes un
EAC member states and South Sudan as compared to- 223
brancies un 2011,

o The foreign suwbsidiariesy had a total of 5,219 employees
compared to- 3,760 U 201 1.

o The fotal assety of Hre foreign subsidiaries stood at Kir,306.3
blllon compared to- Kir195.6 bllion unv 2011.

o The foregn subsidiories had wmoblised deposifty wortiv
Ksh236.5 bllion compared to- Kh152.5 hblion un 201 1.

Ladies and GentHemew: This snapsivot of cross-bovder operations
of Kenyoan banks demovstrates that the banking sector has made



o sizeable contribution to- He economie growtiv of not ovdy Kenya
but that of the entire Eastern Africa region and beyond. | note
witiv satUfaction that the practices of Kenyadly banks operoting
outside the country ore serving ay best practices n some of the
host countries. | Herefore commend the Kenyan reglonal banks
for their role v strengthening the furancial sectory of the
reglonal cowntries

Ladies and Gentlemen: The continued reglonal exparnsion of
Kenyan bonks auvngury well witiv Hhe on-going EAC ntegratfion
process. Allow- me now- to- share witiv yow the currrent efforts by
the EAC Central Banks towsrdsy the enwisaged East African
Mownetory Union (EAMU). The Monetary Union Protocol wos
signeds by the EAC Heads of Stote un November 2013 witiv aw
erwisaged tumeline for a single regional cwvrrency by 2024
Pusrsmant to- e Protocol, the EAC Central Banks are requined to-
wtegrote theiwr financial systems and adopt common prunciples
anod rules for tihe regulation and supervision of the financial
systere by 2018. In Huis regard, the EAC Central Banks hove
already commenced efforty towardy the harmonisation of the EAC
Central Boanks supervisory and requlotory rules and practices.
The starting point was a request in 2011 o the players,
especially tHhose witiv regional presence, fo- indicate tHie aspects
they wouwld wisiv to- be harmonised.



Ladiesy and Gentlemew: |n ovder to- achieve a harmonised and
umproved supervisory and regulatory framework, the EAC Central
Banks oagreed to- wse the pronouwncementsy by unfernational
standard, setting bodies such as the Basel Committee on Banking
Supervision (BCBS), Financial Stability Bowwd (FSB) and
Financial Actton Task Force (FATF) as a baslsy for tre
harmonisation exercise. The main aspects of the supervisory and
regulatory rulesy and practices that will be harmonised unclude
the legal statusy of Ucenced enfifies, licensing requivements,
Ucence valldity, pruwdential reguirementsy on capiufal and
Uquidity, corporate governance  requivements,  permissible
activities, prudential retuurng and public disclosures.

The EAC Central Banks hare deseloped a covwvergence criferia for
ol aspects of dinvergence and expect fo- attoin convergence by the
Mownetory Union Protocol deadline of 2018. The benefit of tHhese
developmentsy to- Kenyanw banks o to- nerease the wmarket size,
ollow- dinersity of banking produrcty and strengtiven owr banks. We
howve ntroduced the East African Payment System (EAPS) to-
reduce tihe cost of dong buwsiness: We are now working ow
corwertiplity of the EAC cwrrencies — MOUy have been signed.



These nitlatives will bring the EAC closer togetiver. The central
banks i EAC believe Hrat Hiese are umportant guick wing for He

EAC regronal uintfegration process.

Ladies and Gentlemen: For the contunumned reglonalisation of tire
bonking sector operotionsy to- generate tre desived mpoct; a
concerted effort too up-scale the skilly and competences of owr
huwmain resovnrces as o regione b necessary. ln iy regavd, the
Kenya lnstitute of Bankery (KIB) and ofher capacity building
wutitutions showld ruse to- tihwe otcosion not only to- modernise
thewr capacity building wniflatives but to- develop progrommes
that coter to- the capacity weeds of the enture EAC reglon and
beyond.

Ay the banking sector players establsiv presence acvoss boroers,
KIB showld explore anvenunes of satsfying tie emerging huwmoin
resounrce needs v He countries wivere the banks are expanding
to: | am aware Hrot the annual East African Banking School
organised. by the EAC Banking lnstitutes iy designed witiv the
reglonal  banking sectory . mind:. However Hie on-going
untegrotion calls for more tailored capacity building nitlatives.
Il iy regard, KIB and cownterport Banking lnstitutes should re~
examine thelr strotegies to- ensure that Hhe enwisaged ntfegrated
funamnciodl market Uy not derailed by inadeguate huwman resousrce



copocity.

Let me now furn fo- some ntferesting and cnrrent owtcomes and
landmark achievementy for tihe Kenyan economy, that wil

performonce:

Furst, the success of the Sovereign Bond deput for Kenya thot wos
over-subpscriped. by over 500%. The government took US$2.0
blllion against US$8.8 billion offered at an anverage nterest rote
of 6.6%. Thisy success hays several umplicationy.

1. The Sovereign Bond bringy uinto- e market an asset tihat o
risk free ond will form a benclhumark of pricing rusk free
ossety v Kenya Sunce the untferest one the Sovereign Bownd gy
fairly competitive, Ut will lead to- a re-pricing dowvawards of
domestic funancial assety — so- domestic unterest rotes will
decline.

2. The Sovereign Bond i already trading un Hae lrisiv Secunrities
Exchange — This will umprove Kenya's standing and roting

3. The government, due to Hus suecess of endry o the
wnternational capitol marvket, wlll  reduce  expensiae
domestic borrowing. Thiy wll of wnecessity release some
Wgumidity nto- Hhe domestie market: For sy Wquidity to- be



wsefully applied to- domestic and regional Lniestments,
wnterest rates on lending will hhave fo- decline substontiolly.
4. Since government domestie secumritiey howve now a competing
exogenouns substitute, those banks tHiat hove depended on
trading  witv government securvties will now have fo-
apportion a larger proportion of thew funds for domestic
lending to- firms ands howseholos: The KIB showlod now help
sl bonks to- re-build their nfrastrncture for monitforing
and, sereening existing and potential borrowery but also
supported by the Credit Reference Bureawns: This may have
been left behind in te rushv to trade witiv rsk free

Second, the Kenya Bankersy Assotiotfionn has provided o
breakturougih to- tramsparency v pricing of banking services. ln a
Committee chaived by the Cabinet Secretory to- Hhe Natlonal
Treasumnry and whose recommendations were annouwnced by the
President; there wll be a reference inferest rate to- be called
KBRR (Kenya Banks Reference Rate). I+ wll be an anverage of CBR
ond the 91-day Treasury bUL — o rik free retrn ow assetf

The first KBRR will be annouwnced by He MPC on July 8th,
2014. For wy aft the Centrol Bank the KIB and indeed Hus



Conference showld lead the way to- show how pricing of credit
wll  benefit inclwsive growtiv of the financial sector, by
benefitting botiv the borrower and Hie lender. At the end, we will
support very strong unclumsine growtn agendo of tive Government:

Finally, the FATF (Financial Action Task Force), a standard
setting body on Monday 23 June 2014 wupgraded Kenya from
the Doark Grey Lut too the Grey Lut on Uy Anfi-Money
Lawndering/Combating the Financing of Terrorum (AML/CFT)
Regime: Kenya’y AML/CFT regume was un 2011 found to- be
deficient: Sunce then, the country amended Uy laws, intfrodunced
He Terrorist Financing Law and established the Financial
Reporting Centre. For KIB and Kenyan banks, b means f s easier
rofes for unternotionel credit linesy and above all, He credit and
ruk rating for tihe country b now- positvely enhanced. These are
the sunes KIB showld take on boord to- see tie prospecty of tire
financiol sector development un line withv the government growtiv
agendao.

Withv Hhese remarks, oF o now my pleaswre — on belralf of the
Cabpinet Secretory to- The National Treasuwry, Hone Henwry Rotie —
to- declawe Hre 294 KIB Natlonal Banking and Funance Conference,



I wishv yow fruitful deliberotionsy and report progress to- deselop
owr funancial sector uv bne witiv the Government's development
agenda

Thank yow
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