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The Government securities market posted a performance rate of 103.97
percent during the Treasury bills auction of June 18, 2009. The average
91-day Treasury bills rate increased by 5.8 basis points while the average
182-day Treasury bills rate went up by 3.8 basis points during this week’s
auction.

The average interbank interest rate declined in the week to June 17, 2009
to 2.9 percent from 3.0 percent in the week ending June 11, 2009

During the week ending June 19, 2009, the Kenya Shilling on average
depicted mixed performance against the major international currencies;
remaining fairly stable against the US Dollar, strengthening against the Euro
but depreciating against the Sterling Pound and the Japanese Yen. Against
the US dollar, the Shilling exchanged at an average of Ksh 77.97 in the
week ending June 19, 2009 compared with Ksh 78.03 per US dollar in the
previous week.

Official usable foreign exchange reserves held by the Central Bank declined
from US dollar 3,268 million (equivalent to 4.54 months of imports) as at
June 19, 2008 to US dollar 3,057 million (equivalent to 3.53 months of
imports) as at June 19, 2009.

Central Bank’s Open Market Operations injected Ksh 7.9 billion to
commercial banks during the week ending June 17, 2009.

The Government gross domestic debt increased by Ksh 60.3 billion, from
Ksh 430.6 billion in June 2008 to Ksh 490.9 billion as at June 12, 2009.

From dJuly 1, 2008 to June 12, 2009, cumulative Government expenditure
on interest and other charges on domestic debt amounted to Ksh 42.5
billion compared with Ksh 39.3 billion in a similar period of 2007/08.

Performance at the equities market improved during the week. Equity
turnover improved by 21 percent, market capitalization increased by 10.0
percent while the NSE 20 Share index gained 242.7 points to settle at
3202.2 points on June 18, 20009.




Government
Securities
Auction

Treasury
Bills Interest
Rates

Interbank
and REPO
Market

The CBK Weekly Bulletin

[The Government securities market posted a performance rate of 103.97

percent during the Treasury bills auction of June 18, 2009. The Government
had offered for sale Treasury bills worth Ksh 6.5 billion and received bids
totalling Ksh 6.8 billion of which Ksh 1.9 billion were in 182 days Treasury
bills.

The Government accepted Treasury bills bids totalling Ksh 6.5 billion of which
Ksh 6.0 billion or 92.1 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 4.6 billion in the week and provide the Government
additional borrowing of Ksh 1.9 billion.

The average 91-day Treasury bills rate went up by 5.8 basis points from
7.309 percent in the previous week’s auction to 7.367 percent during this
week’s auction, while the average 182-day Treasury bills rate rose by 3.8
basis points from 8.039 percent in the previous week’s auction to 8.077
percent (Table 1). Consequently, the 12-weeks moving average for the 91-
day Treasury bills rate remained at 7.395 percent while that of 182-day
Treasury bills rate declined from 8.478 percent to 8.466 percent.

Auction date
Aerage 91 day T, Bils
Aerage 182¢ayT. Bils

The average interbank interest rate declined from 3.0 percent in the week to
June 11, 2009 to 2.9 percent in the week under review. Activity in the
interbank market improved in the week to June 17, 2009 with the number
of deals increasing from 286 in the previous week to 342, while the average
volume of transaction increased from Ksh 37.3 billion to Ksh 43.0 billion.

Average
Value (Ksh M) Interest
D ate Rate (%)

May 29 -June 4 2009 32,563 4.08
05-Jun-09 8,631 3.47
08-Jun-09 6,516 3.22
09-Jun-09 6,708 3.05
10-Jun-09 7,504 2.81
11-Jun-09 7,930 2.60
June5-June 11,2009 37,289 3.03
12-Jun-09 9,440 2.49
15-Jun-09 8,206 2.91

8,498 3.13
7,488 3.18
9,337 3.00
42,969 2.94

Numberof
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During the week ending June 19, 2009, the Kenya Shilling on average
depicted mixed performance against the major international currencies;
remaining fairly stable against the US Dollar, strengthening against the Euro
but weakening against the Sterling Pound and the Japanese Yen. Against
the US dollar, the Shilling exchanged at an average of Ksh 77.97 in the
week ending June 19, 2009 compared with Ksh 78.03 per US dollar in the
previous week (Table 3). The stability of the Shilling against the US dollar
was attributed to stable demand and supply of US dollars in the domestic
foreign exchange market relative to the local currency.

US dollar Sterling Pound Japanese Yen
NR- l1n-NQ 77 ’7 192 9R 70 21
N lin-NQ 78 NK] 195 NR 70 70
10- in-NQ 78 NK] 197 18 !N NK]
11-n-N0 78 19 197 2R 70 88
12 1Ln 00 Z2.01 122 248 ZQ aa

June 08-12 2009 78.03 126.24 79.76
15 in-NO 77 aa 19A RR 70 2n
1A- in-NQ 7704 197 N8R 2N BR
17- n-NQ 72 R 198 97 2N 8A
18_1in-NQ 77 0R 197 74 21 24

410 Lin 00 Z7Z.2Q 127 20 20 52

June 15-19 2009 77.97 127.40 80.51

The Shilling also strengthened against the Euro in the week under review
to exchange at an average of Ksh 108.33 compared with Ksh 109.06 per
Euro in the previous week. However, the local currency weakened against
the Sterling Pound and the Japanese Yen in the week ending June 19,
2009 to trade at an average of Ksh 127.40 and Ksh 80.51 compared with
Ksh 126.24 per Sterling Pound and Ksh 79.76 per 100 Japanese Yen in
the previous week. In the regional foreign exchange market, the Shilling
weakened against the Uganda Shilling and the Tanzania Shilling in the
week ending June 19, 2009 to exchange at Ush 27.47 per Kenya Shilling
and Tsh 16.73 per Kenya shilling.
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Ofticial usable foreign exchange reserves held by the Central Bank declined
from US dollar 3,268 million (equivalent to 4.54 months of imports) as at
June 19, 2008 to US dollar 3,057 million (equivalent to 3.53 months of
imports) as at June 19, 2009 (Table 4). The decline in import cover reflects
reduction in the level of reserves as well as an increased import bill.
Commercial banks foreign exchange reserves holdings, which are
predominantly used by private sector to meet external financial obligations,
increased from US$ 1,587 million as at end April 2008 to US$ 1,733 million
as at end April 20009.

29Aug08 30Sep08 31-Dec08 30Jan® Z7-Feb00 31iVhr-09 30Apr-09 29{Vhy-09
3182 3086 278 2671 2661 260 2608
414 406 3% 319 317 313 31
343 3% 277 26 266 261 259

The money market experienced liquidity constraints in the week ending June
17, 2009. To ensure market stability, Central Bank provided liquidity
amounting to Ksh 7.9 billion to commercial banks using the reverse
repurchase agreement securities (Table 5). Reserve money averaged Ksh
156.6 billion in the week and remained below target by Ksh 9.7 billion.

Reserve Mone Reserve mone Bank

ragected v OMO (Reverse REPO) | 20t BeY | Ok
Forecast| Target]  Exc(H)/| Posted| Injected|  Exc(+)/| Actuall  Exe()/|  Exe(+)/
Short() Short() Short()| _ Short()
73 ZIE=Y) @ )] 659 ®)] 901y 10
157.5 163.6 -6.1 0.0 0.0 0.0 -5.6] 3.3
157.9 163.6 5.7 0.0 0.0 0.0 -5.6f 4.2
149.4 163.6 -14.2 5.0 5.0 0.0 -9.2] 0.6
154.2 163.6 93 2.0 2.0 0.0 217, 2.2
155.6 163.6 -8.0 1.0 0.9 -0.1 -6.7| 3.3

154.9] 163.6 -8.7 1.6 1.6 0.0 -7.0 2.7,

*Reserve money comprises bank reserves and currency outside banks

Commercial banks maintained an average of Ksh 6.4 billion in their clearing
accounts at the Central Bank in the week to June 17, 2009, compared with
Ksh 4.7 billion held in the previous week (Charts B1 and B2).
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The Government’s gross domestic debt increased by Ksh 60.3 billion, from
Ksh 430.6 billion in June 2008 to Ksh 490.9 billion as at June 12, 2009
(Table 6 and Chart D). This was attributed to Ksh 27.1 billion increase in
Treasury bills excluding repos, Ksh 33.1 billion in Treasury bonds and Ksh
3.7 billion in overdraft at the Central Bank of Kenya (CBK). However, the
Ksh 60.3 billion increase was partly offset by a Ksh 3.6 billion decrease in
other domestic debt.

Treasury bills (excluding Repos) increased from Ksh 76.8 billion in June
2008 to Ksh 103.9 billion as at June 12, 2009. Treasury bonds also increased
from Ksh 315.2 billion to Ksh 348.3 billion, while Government overdraft at
the Central Bank increased to Ksh 3.7 billion during the same period.
However, other domestic debt decreased from Ksh 37.8 billion to Ksh 34.2
billion, while Government long term stocks remained unchanged at Ksh
0.8 billion during the period.

Following these developments, the holdings of Treasury bonds in total
Government securities decreased from 80.2 percent in June 2008 to 76.9
percent as at June 12, 2009, while Treasury bills holdings increased from
19.6 percent to 22.9 percent during the period. As a result, the maturity
profile of Government securities decreased from 3 years and 8 months to 3
years and 7 months during the period.
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31stDec08 | 27th Mar 09 [30th April 09 | 29th May 09 | 5th June 09 [12th June 09

1. Treasury Bills (Excluding Repos) 86.9 97.9 105.0 99.1 102.2 103.9
(As % of total securities) 21.4 22.6 23.4 22.1 22.6 229
2. Treasury Bonds 318.6 334.4 343.5 348.3 3483 3483
(As % of total securities) 78.4 77.2 76.5 77.7 77.2 76.9
3. Long Term Stocks K 0.8 0.8 0.8 0.8 0.8 0.8
(As % of total securities) . 0.2 0.2 0.2 0.2 0.2 0.2
4. Total Securities (1+2+3)

406.3 433.1 449.2 448.1 451.3 453.0

5. Overdraft at Central Bank . 15.1 55 12.4 6.7 5.1 3.7
6. Other Domestic debt* . 34.9 35.4 35.9 34.4 34.3 34.2
7. Gross Domestic Debt (4+5+6) 456.2 497.5

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

22.7

tic debtincludes Pre-1997 Governm ent

AMOUNT (Ksh BILLION)

31-Dec-08
27-Mar-09

B Treasury bills (Excluding Repos) ®1reasury bonds ™| ona-term stocks

Holding of |Holdings of Government securities by commercial banks and other investors
Government | increased from 48.6 percent and 1.5 percent in June 2008 to 50.9 percent

Securities |and 6.2 percent as at June 12, 2009. However, holdings by insurance
companies, parastatals, building societies, and pension funds declined from
12.5 percent, 9.4 percent, 0.5 percent and 27.4 percent, respectively, to
11.9 percent, 7.3 percent, 0.1 percent and 23.6 percent during the same
period.

B Pension funds

B Buiding 774%
Societies

05% ./

O Other investors

15% ¢
0O Parastatals - Conpanies

94% 125%

B Insurance




Cost of
Domestic
Borrowing

The Stock
Market

The CBK Weekly Bulletin

From July 1 2008 to June 12, 2009, cumulative Government expenditure
on interest and other charges on domestic debt amounted to Ksh 42.5
billion compared with Ksh 39.3 billion in a similar period of 2007/08 (Chart
E). The interest cost on domestic debt during the period comprised Ksh
32.9 billion in interest and other charges on Treasury bonds, Ksh 8.7 bil-
lion in interest and other charges on Treasury bills and Ksh 1.0 billion in
interest on Government overdraft at Central Bank of Kenya.

Ksh Billion

WFY 2006 /07 mFY 2007/08 WmFY 2008/09

There was improved performance at the equities market during the week
lending June 18, 2009. Equity turnover improved by 21 percent as stocks
worth Ksh 996.5 million were traded compared with Ksh 822.1 million
traded in the previous week. The number of shares traded increased from
76.2 million in the previous week to 102.5 million in the week under review.
Market capitalization as a measure of total shareholders’ wealth increased
by 10.0 percent or Ksh 72.5 billion to close at Ksh 801.5 billion in the week
under review from Ksh 729.0 billion in the previous week, reflecting improved

prices in most stocks during the week. The NSE 20 Share index gained
242.7 points to settle at 3202.2 points on June 18, 2009 from 2959.5 points
lon June 11, 2009. The Nairobi All Share Index also gained 6.25 points to
settle at 69.2 points on June 18, 2009. (Table 7).

16th Apr | 23rd Apr | 29th Apr | 7th May | 14th May 11-Jun-09
5686 5648 50000 5898 5939 62%
269940] 276406] 281302 282942 2836.16, 296947
860 8316 6978 7597 7319 7876
202 8% 2% 6983 469 7616
3678 76246 46010 69050 50052 56| 6205
fon(Keh. | 65664 67799 68405 66479 69004 72899
o961 57610 74100 80580 20900

* The Nairobi Al Share Index (NASI) efleced on February 25, 2008 (Jeruary 01, 2008 =100)
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The Commercial and Services sector traded 71 million shares and accounted]
for 70 percent of total traded volume. Safaricom traded 68 million shares to
be the most active stock in the sector. The Finance and Investment sector
traded 16 million shares and accounted for 15 percent of total traded volume.
Equity Bank and Co-operative Bank traded 7.4 million and 2.4 million shares
and were the most active counters in the sector. Industrial and Allied sector
traded 11.7 million shares and accounted for 12 percent of traded volume.
KenGen and Mumias shares were the most active counters and traded 4.3
million and 2.8 million shares, respectively. The other sectors had minimall
trading.

Bond market trading improved at the Fixed Income Securities Market as bonds
worth Ksh 1.7 billion were traded during the week ending June 18, 20009.




