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Mr. Peter Keboti, Chairman, Boowrd of Directory, Metropol Credit
Reference Bureaw;

Mr. Sam Omukoko, Managing Director, Metropol Credit Reference
Bureaw;

Boord Members;

Representoatives of Commercial Banks, Microfinance Bonks and
other Financial Institutions;

Dutinguisihed Ladies and Gentlemen:

It i a great honowr for me to- jon yow Hs morning to- witness tire
roll-out of another nwnovatve financiol product, Metropols
Covsummer ano SME Bureow Scores. At He owtset;, | wisiv to- express
my groatitude to- the Directory and. Management of Metropol Credit
Reference Bureaww (CRB) for wwiting me foo Husy awmspicions

OTCLASMOM,

Ladies and Gentemen: The roll-out of full file banking sector
credit unformation sdroring effectne Februory 2014 » already
ylelding positive results: We arve gothered here today for the
nangurotion of Consumer andk SME Bureaw Scores, which hay
been made possible by the expanded credit information sharing
(CIS) mechoanisym. | take Hus opportunity to- congratulate Metropol
CRB for quickly seizing the opportunity fo- develop o customer’s
seoring mechanism, that wll contribute to- the growtiv of the

credt maoarket %Y Kenya. Infrodunction of credit scoring by
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Metropol CRB will not ondy enwrichh the value of Uy credit reports
to- the lenders but wlll greatly umprove the lenders credit rsk

management:

Ladies and GenHemen: When tHie CIS mechanism was lannchred
i 2010, the viability of the licensed CRBy hinged primarily on
tHe volume of credit reports accessed by the lenders: However,
witiv Hhe ntroduction of full file credit nformation sharing,
CRBy are now well positioned to- introduce volue adod products
s ay credit scoring tivat will not only propel Hheir success bt
will contribute fo- tive development of the funancial sector;
especlally the dynamic and changing profle of collateral

Ay yow are aware, a high level Committee way estaiplisihed wnder
the leadership of the Cabinet Secretory fo- the National Treasury
W Janumory 2014 to- explore wayy of ncreasing privete sector
credit and mortgage finance v Kenya. The formation of the
Committee that comprised of representatives from tire National
Treoasury, Central Bank of Kenya, Kenya Bankery Associatiov oo
otihver prwate sector representotives and mavket players, was
nformed by tihe Governments desire pursnant to- Visionw 2030 to-
travsform the country too a middle Uncome status by 2030.
Countriesy that have attained a middle tncome status, such as



Malaysior and: Sowtiv Africa, have reported pruvate sector credit to-
GDP rotioy of more than 100%. Kenya's current rotio- of privete
sector credit to- GDP of abowt 40% s way below those of middle
wmecome ande comparable countries. lnw addition, Kenya has only
about 20,000 mortgage accounts concerted efforts to- umprove the
sifuation were thaus deemed, necessory.

Ladies and Gentlemen: The Committee finalized. ity task in April
2014. The varionsy recommendationsy made by e Committee are
olready being implemented. Ay we gativer here, the banking sector
s af the deep end of rolling owt a transparent pricing
mechanism, wierepy all banks are requived to- price their loony
based on o common reference ratfe, the Kenya Banks Reference
Ratfe (KBRR). This was the fust of the recommendations by tire
Committee. To- supplement the KBRR, the banking industry has
also rolleds out the wse of the all-inclusive Annual Percentage
Rate (APR) in loan pricing. This s loan pricing that includes
the nterest rate on the loan and other fees and charges such as
approisal. , legal and voluation fees.

KBRR s computed asy am average of the Central Bank Rate (CBR)
ands a two-montiv moving average of the 91 -day Treasuwry bl
rote, and annouwnced by MPC. The CBR reflects the monetary
policy divection covsistent withv unflation profle, wivide the 91 -
doy Treasury bl rate reflecty the retuwrn on short term rsk free
assets: Prior to- this every bank had Uy oww base rate, wiose
compositlon wos not kinoww to- the borrowery This now- opens o
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travsporency wwdow for borrowery wivo can compare and
negotiate lending rotes acrossy banks.

Banks are now requived to- explan to- Helr customers and Hre
Centrol Bank tire composition of the premunm (k) they charge
apove KBRR. The Central Bank will periodically publisiv on Uy
website detaily of Hhe premunm (k) obtained Huwoughh refurng from
the banks. The CBK hay already developed a template for Huiy
nformation capturing process: Thisy wdd i twrne promote
travsporency and competiflon un the pricing of credit: Borrowers
are now empowered to- compare nferest rates offered by banks as
they shop for tive cheapest credit focilities: This  the surest way
of uereosng credit unv e wmarket to- e productuve and
profutaiple sectors.

The contribuwtion by Metropol's credit scoring s to- help cvstomers
kinow- their rusk profue and how theiwr loans will be priced but
also- empower them withv tooly to- negotiate for better rotes.

Ladiey and Gentlemen: Aport from tire introduction of KBRR, Hre
Commitiee made other recommendations that requive the
Government and otier players including the Central Bank to-
wmplement certoin policy and wstitutional reforms to- promote
private sector credit and mortgage finance n Kenya: These
reforms will hawve an overarcihving objective of redueing tire cost of
doing business. These recomumendations ncludle



o Promotion of sharing of infrostructure by banks:

o Fast tracking of Hre on-going modernization of the Lands and
Companies Regutries to- foclditate guicker collateral process:

o Estobliushument of o legal framework for creation of an
electronic moveable assets regiuster.

o Enhanced financial services covsuwmer  protection  and
education.

o Evsure tivat Government borrowing doey not crowd owt privete
sector oy well ay adopting alternative sowrces of funding sl as
sovereigw bonds. (This hhay beew done witiv success).

o Fast tracking capuol markety reformy to- make caputol markets
more efftclent and ottractive alternative sources of long ferm
frnding.

o Facllifate liney of credit for large houwsing development projects
tfargeted at Lower uncome buyers for owner otcwnpation.

These recommendations are ot different levels of umplementation.

Ladies and Gentemen: Integrity and sanctity of nformation
sharved under tive credift nformation shoring mechanism and
budding nformation capifal are wriflcal wn  promoting
pairticipoting entities are assured of sanctity of the mechanism,
application wll Unerease and more bnnovative leas will be
sihareo to- enrich W6WMWTWWWVWW



wiwy corsumer profection messures wnoder tie CIS mechanisgm
were strengtivened wnoder the revised Credit Reference Bureow
Regulationy, 2013 that became operational un February 2014 (n
the same vein, | urge Metropol CRB and otiver CRBy to- ensre Haat
tHelr value add productsy are ntroduced withim the same
precinety  of  covsuwmer protectlonn. Any  blot onw  covusumer
confldence may ruin a nople coumse Hrat hay takew severol yeors
to- estaplisin.

Ladies and GenHemen: Ay | conclude, U s wortihv noting Hat we
ore yet to- reaci tie optimal leavel unv credit uinformation sharing.
There oave sl several credit providery wivor currently are only
aple to- contribute dota but cannot access credit reporty divectly.
We need to- bring all financial sector and non-financial sector
credit providery wntor the ambit of the CIS mechanum. The
Centrol Bowmdk wll condtunune to- support market development and
market playersy wv the development of an all-encompassing CIS
mechonism. This will uwndoubtedly nerease the supply of credit
to- the prvate sector to- support Kenya’y growth and deselopment
as  enwisaged wnder Viglon 2030; but wmore mportantly,
nereasing supply must go hand v hand witiv declining and
appropriate prucing of Hhusy credit: But above all Hus credit must
be destuned to- producte sectory of the economy to- make a
Aifference to- an all-unclnsive growtn.



Withv these few remarks, Ladies and Gentlemen, U+ s now my
dustinguisihed honowr to- declare He Metropol CRB Consumer and
SME Buwieaw Scores officlally lanncired.

Thank Yow



