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The Government securities market posted a performance rate of 78.6
percent during the 91-day Treasury bills auction of July 16, 2009. The
average 91-day Treasury bills interest rate went up by 8.6 basis points
during this week’s auction.

The average interbank interest rate remained stable at 2.54 percent in
the week ending July 15, 20009.

The Kenya Shilling weakened against all the major international
currencies during the week ending July 17, 2009. Against the US dollar,
the shilling weakened to exchange at Ksh 77.19 in the week ending
July 17, 2009 compared with Ksh 76.69 per US dollar in the previous
week.

Official usable foreign exchange reserves held by the Central Bank stood
at US$ 3,062 million (equivalent to 3.48 months of imports) as at July
17, 2009 compared with US$ 3,269 million(equivalent to 4.54 months
of imports) as at July 17, 2008.

Central Bank’s Open Market Operations injected Ksh 7.0 billion into
the market and redeemed maturing reverse repo securities worth Ksh
8.9 billion during the week ending July 15, 2009

The Government gross domestic debt decreased by Ksh 5.4 billion,
from Ksh 518.3 billion in June 2009 to Ksh 513.0 billion as at July 10,
2009. From July 1, 2009 to July 10, 2009, cumulative Government
expenditure on interest and other charges on domestic debt amounted
to Ksh 0.1 billion.

Performance at the equities market declined during the week. Equity
turnover and market capitalization fell by 31 percent and 1 percent
respectively, while the NSE 20 Share index lost 55.8 points to settle at
3256.8 points on July 16, 2009.
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I'he Government securities market posted a pertormance rate ot /3.6
percent during the 91 day Treasury bills auction of July 16, 2009. The
Government offered for sale Treasury bills worth Ksh 6.0 billion and
received bids totalling Ksh 4.7 billion, of which Ksh 98.8 percent were in
competitive bids.

The Government accepted Treasury bills bids totalling Ksh 4.5 billion, of
which Ksh 3.9 billion or 86.7 percent were in competitive bids. Proceeds
of the auction were to be used to meet the cost of rolling over Treasury
bills maturities amounting to Ksh 5.9 billion of which Ksh 0.7 billion were
in 91- days Treasury bills.

The average 91-day Treasury bills interest rate went up 8.6 basis points,
from 7.178 percent in the Treasury bills auction of the same security on
July 6, 2009 to 7.264 percent during the current week’s auction (Table
1). Consequently, the 12-week moving average interest rate for the 91-
day Treasury bills increased from 7.357 percent to 7.364 percent.

The average interbank interest rate (Table 2) remained the same at 2.54
percent in the week ending July 15, 2009 as in the previous week. The
number of deals declined from 412 to 383 during the week. Further, the
average volume of transactions decreased from Ksh 59.9 billion to Ksh
50 billion in the week to July 15, 2009, reflecting an easing of liquidity in
the banking system.

Average
Number of Value (Ksh M) Interest
deals

Date Rate (%)
03-Jul-09 98 12,595 2.49
06-Jul-09 12,420 2.51
07-Jul-09 11,467 2.56
08-Jul-09 11,165

09-Jul-09 12,244
July 3 - July 9, 59,891
09-Jul-09 12,244

10-Jul-09 11,140
13-Jul-09 8,859
14-3Jul-09 8,796
15-Jul-09 9,000
July 9 - July 15, 2009 50,039
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The Kenya Shilling weakened against all the major international currencies
during the week ending July 17, 2009 (Table 3). Against the US dollar,
the shilling weakened to exchange at Ksh 77.19 in the week ending July
17, 2009 compared with Ksh 76.69 per US dollar in the previous week,
mainly due increased corporate demand. The shilling also weakened
against the Sterling Pound, the Euro and the Japanese Yen to trade,
respectively, at Ksh 125.84 per Sterling Pound, Ksh 108.15 per Euro and
Ksh 82.77 per 100 Japanese Yen in the week ending July 17, 2009
compared with Ksh 124.18 per Sterling Pound, Ksh 106.89 per Euro and
Ksh 81.47 per 100 Japanese Yen in the week ending July 10, 2009. In
the international market, the US dollar weakened against the Euro, the
sterling Pound and the Japanese Yen.

US dollar | Sterling Pound Japanese Yen
06-Jul-09 75.95 123.49 79.67
07-Jul-09 76.40 12417 80.10
08-Jul-09 76.93 123.50 81.75
09-Jul-09 77.41 124.73 83.13
10-Jul-09 76.79 124.99 82.69
10,2009 76.69 12418 81.47
13-Jul-09 76.86 124.05 83.33
14-Jul-09 77.54 126.26 83.18
15-Jul-09 77.45 126.79 82.98
16-Jul-09 77.31 126.50 82.36
17-Jul-09 76.82 125.61 82.01

Jul 13 -17, 2009 77.19 125.84 82.77

On the regional scene, the Kenya Shilling also weakened against both the
Uganda Shilling and the Tanzania Shilling in the week ending July 17,
2009 to exchange respectively, at Ush 27.57 per Kenya Shilling and Tsh
17.13 per Kenya Shilling, compared with Ush 27.84 per Kenya Shilling
and Tsh 17.17 per Kenya Shilling in the previous week.
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Official usable foreign exchange reserves held by the Central Bank stood
at US$ 3,062 million (equivalent to 3.48 months of imports) as at July 17,
2009, down from US$ 3,269 million (equivalent to 4.54 months of imports)
as atJuly 17, 2008 (Table 4). The decline in import cover reflected decline
in the level of reserves and increased import bill.

Foreign exchange reserves held by the commercial banks, predominantly
use by the private sector to meet external financial obligations decreased
from US$ 2,341 million as at end June 2008 to US$ 1,602 million as at
end June 20009.

17-Jul-08 | 30-Sep-08 31-Dec08 30-Jan09 27+Feb-09 31viar-09 30-Apr-09 26-Jun09 17-Jul-09
Usable Reserves 3269 3,086 2768 2671 2661 2620 2608 3,086 3,062
Months of Imports Cover* 454 4.06 335 319 317 313 3N 35% 348
Months of Imports Cover™ 363 33 277 266 265 261 25 310 3.09

*Based on 36 nonth average of inports of goods and non-factor services
*Based on curent year's average inports of inports of goods and non-factor services

Liquidity in the money market improved in the week ending July 15, 2009
reflecting liquidity injection by the Central Bank amounting to Ksh 7.0
billion using the reverse repurchase agreement securities as shown in Table
5. During the week, maturing reverse repo securities amounted to Ksh 8.9
billion. Reserve money averaged Ksh 158.0 billion in the week and
remained below target by Ksh 6.9 billion.

Reserve Money* OMO OMO (Reverse | Reserve money
(Projected) REPO) performance

Forecast] Target] Exc(+)/ Posted| Realised] Posted| Injected Actual
Short(-)

(1) (2)] 3=(2-1) (4) ) (6) (7) (8)
160.6 164.9 -4.3 0.0 0.0) 0.0 0.0 159.0

158.5 164.9] -6.4 0.0 0.0) 0.0) 0.0) 159.0
150.4 164.9] -14.5 0.0 0.0) 7.0) 7.0) 157.3
157.4 164.9] -7.5 0.0 0.0 0.0 0.0 156.8
157.1 164.9] -7.8 0.0 0.0) 0.0 0.0 157.8

0.2] 164.9 -8.1 0.0 0.0 1.4 158.0

*Reserve money comprises bank reserves and currency outside banks

Commercial banks maintained an average of Ksh 2.5 billion in their clearing
accounts at the Central Bank in the week to July 15, 2009, compared with
Ksh 5.2 billion held in the previous week (Charts B).
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The Government gross domestic debt decreased by Ksh 5.4 billion, from
Ksh 518.3 billion in June 2009 to Ksh 513.0 billion as at July 10, 2009
(Table 6 and Chart C). This was attributed to decreases of Ksh 5.0 billion
and Ksh 1.3 billion in Treasury bills, excluding repos, and in other domestic
debt, respectively. This was however offset by an increase in the overdraft
at the Central Bank of Kenya of Ksh 0.9 billion.

Treasury bills (excluding repos) decreased from Ksh 116.8 billion in June
2009 to Ksh 111.8 billion as at July 10, 2009, while other domestic debt
decreased from Ksh 34.9 billion to Ksh 33.7 billion. Treasury bonds and
long-term stocks remained unchanged at Ksh 360.7 billion and Ksh 0.8
billion, respectively, while overdraft at the Central Bank of Kenya increased
from Ksh 5.1 billion to Ksh 6.0 billion during the period.

Following these developments, Treasury bills holdings decreased from
24 .4 percent to 23.6 percent of total Government securities during the
period, while the proportion of Treasury bonds increased from 75.4
percent in June 2009 to 76.2 percent as at July 10, 2009. As a result, the
maturity profile of Government securities decreased from 3 years and 9
months to 3 years and 8 months during the period.

Changes
31st Dec |27th Mar| 30th 19th 30th [10th July| 30th June-
08 09 April 09 June 09 | June 09 09-10th Julyl
1. Treasury Bills (Excluding Repos) 86.9 97.9 | 105.0 115.6 | 116.8 . -5.0
(As % of total securities) 21.4 22.6 23.4 24.9 24.4 . -0.8
2. Treasury Bonds 318.6 | 334.4 | 3435 348.3 | 360.7 . 0.0
(As % of total securities) 78.4 77.2 76.5 75.0 75.4 . 0.8
3. Long Term Stocks . 0.8 0.8 0.8 . 0.8 0.8 . 0.0
(As % of total securities) . 0.2 0.2 0.2 . 0.2 0.2 . 0.0
4. Total Securities (1+2+3)

406.3 | 433.1 | 449.2 464.7 | 478.3 . -5.0

5. Overdraft at Central Bank k 15.1 55 12.4 . 2.0 5.1 . 0.9
6. Other Domestic debt* 34.9 35.4 35.9 35.8 34.9 . -1.3
7. Gross Domestic Debt (4+5+6) 456.2 | 474.0 | 4975 502.5 | 518.3 . -5.4

8. Interest payments on domestic debt
(Cumulative in FY)

* Other domestic debt includes Pre-1997 Government Overdraft, clearing items in transit, advances from commercial banks and TRCs.

42.2 22.7 33.5 37.3 38.6 42.9 45.9 B -45.9




Holding of
Government
Securities

Cost of
Domestic
Borrowing

The CBK Weekly Bulletin

z
5]
=1
=
o
=

5
<
e
z
p=}
o
=
<

30-Jun-09

ETreasury bills (Excluding Repos) B Treasury bonds MElLong-term stocks

Government securities holdings (Chart D) by commercial banks and other
investors decreased from 52.4 percent and 6.5 percent, respectively, as of
30th June, 2009 to 51.9 percent and 1.3 percent as at July 10, 2009. On
the other hand, holdings by insurance companies and pension funds
increased from 11.6 percent and 22.3 percent, respectively to 11.7 percent
and 23.1 percent during the period. Holdings by building societies however
remained unchanged at 0.1 percent.

30th June 2009

O Other investors N
6% Companies 0 Cther investors
13%

From dJuly 1, 2009 to July 10, 2009, cumulative Government expendi-
ture on interest and other charges on domestic debt amounted to Ksh
0.1 billion as shown in Chart E. The interest cost on domestic debt
during the period was entirely on Treasury bills.
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mFY 2007/08 mFY 2008/09 mFY 2009/10

03-Jul-09 10-Jul-09

Ksh Billion

There was a decline in performance at the equities market during the
week ending July 16, 2009. Equity turnover declined by 31 percent as
stocks worth Ksh 573.0 million were traded compared with Ksh 826.8
million traded in the previous week. The number of shares traded
decreased, from 76.4 million in the previous week to 60.8 million shares
in the week under review. Market capitalization as a measure of total
shareholders wealth decreased by 1.0 percent or Ksh 8.1 billion to Ksh
824.0 billion in the week under review from Ksh 832.1 billion in the
previous week, reflecting reduced prices in most stocks during the week.
The NSE 20 Share index lost 55.8 points to settle at 3256.8 points on
July 16, 2009 from 3312.6 points on July 09, 2009. The Nairobi All
Share Index also lost 0.7 points to settle at 71.2 points on July 16, 2009.
(Table 7).

1dth May | 21st May | 28-Viay-09] 04-Jun-09| 11-Jun-09 25Jun09
5039 572 .70 61.01 6299 69.74
28%.16| 287750 284043 29471 295047 324643
7318 8216 7.807] 58 7879 13116
w9 T 10073 723 19 %97
53052 65659 112025 44850 8205 1,264.18
6004 6933 69813 7065 789 80762
20000 4 645795 390300 - 101560

*The Nairchi Al Shere Index (NAS]) eflecec on Fetrary 25, 2008 (Jeruery 01, 2008=100)

The Commercial and Services sector traded 37 million shares and
accounted for 61 percent of the total traded volume. Safaricom traded
35.1 million shares to be the most active stock in the sector. The Finance
and Investment sector traded 17.2 million shares and accounted for 28
percent of total traded volume. Equity Bank and Co-operative Bank traded
10.4 million and 3.5 million shares respectively and were the most active
counters in the sector. The Industrial and Allied sector traded 5.4 million
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shares and accounted tor 9 percent of the total traded volume. Mumias
and KenGen were the most active counters and traded 3.5 million and 0.9
million shares, respectively. The other sectors had minimal trading.

Bond market trading improved at the Fixed Income Securities Market during
the week. Bond turnover increased as bonds worth Ksh 1.8 billion were
traded compared with Ksh 1.7 billion traded in the previous week.




