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The overall 12-month inflation for August 2009 increased gradually for
the second consecutive month to 18.44 percent from 17.79 percent in
July 2009 and 17.76 percent in June 2009 while the underlying 12-month
inflation persisted on a downward trend for the fourth consecutive month
to stand at 7.32 percent in August 2009 from 7.90 percent in July 2009.

The Government securities market posted a 162.87 percent performance
rate during the 182-day Treasury bills auction of September 3, 2009. The
average 182-day Treasury bills rate was 8.10 percent during this week’s
auction.

The average interbank rate increased by 13 basis points in the week ending
Sep 3, 2009 to 4.14 percent as compared with the previous week at 4.01

percent. The number of deals and value increased in the week ending
September 3, 2009.

The Kenya Shilling depreciated against the US dollar and the Japanese
Yen but appreciated against the Sterling Pound and the Euro in the week
ending September 4, 2009. Against the US dollar, the shilling depreciated

to exchange at Ksh 76.30 per US dollar compared with Ksh 76.26 per US
dollar in the previous week.

The Central Bank holdings of official usable foreign exchange reserves
amounted to US$ 3,166 million (equivalent to 3.58 months of imports) as
at September 4, 2009 compared with US dollar 3,086 million(equivalent
to 4.06 months of imports) in similar period in 2008.

Central Bank’s Open Market Operations injected Ksh 1.0 billion to
commercial banks during the week ending September 2, 2009.

The Government gross domestic debt increased by Ksh 30.3 billion, from
Ksh 518.3 billion in June 2009 to Ksh 548.6 billion as at August 28, 20009.
From July 1, 2009 to August 28, 2009, cumulative Government
expenditure on interest and other charges on domestic debt amounted to
Ksh 9.8 billion.

Performance at the equities market improved during the week. Equity
turnover increased by 25.5 percent, market capitalization improved by
2.8 percent while the NSE 20 Share index gained 89.0 points to settle at
3188.9 points on September 3, 2009.
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Inflation |12 month inflation increased marginally from 17.8 percent in July 2009 tol
18.4 percent in August 2009, reversing the downward trend experienced since

he beginning of the second quarter of 2009. This was mainly attributed to
I:nﬂationary pressure arising from increasing food and fuel prices. Prices of
seasonal foods such as sukuma wiki, tomatoes and cabbages went up because
of the current drought, pushing the food and non-alcoholic drinks CPI up by
1.4 percent from 471.8 to 478.3 points. Fuel and power CPI also increased as
a result of increased electricity costs occasioned by the current drought. 1(2j|
[nonth inflation for all categories except food and non-alcoholic drinks decline
i

in August 2009 compared to July 2009, with that for fuel and energy category
alling to -9.7 percent .

The 12-month underlying inflation, which excludes food, transport and energy
components continued with its gradual decline since May 2009, to reach 7.3
fpercent in August 2009 from 7.9 percent in July 2009.
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Government [The Government securities market posted a 162.87 percent performance rate
Securities |during the 182-day Treasury bills auction of September 3, 2009. The

Auction Eovernment offered for sale Treasury bills worth Ksh 7.0 billion and received
ids totalling Ksh 11.4 billion.

The Government accepted Treasury bills bids totalling Ksh 9.3 billion, of which|
IKsh 8.4 billion or 90.6 percent were in competitive bids. The proceeds of the
auction were to cover the cost of rolling over Treasury bills maturities amounting|
fto Ksh 8.5 billion in the week and provided new borrowing of Ksh 0.8 billion.
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‘The average 182-day Treasury bills rate declined by 1.8 basis points, from
8.121 percent in the previous auction of the same security to 8.103 percent
during this week’s auction (Table 1). Consequently, the 12-weeks moving
average for the 182-day Treasury bills rate declined from 8.361 percent to

8.313 percent.

Auction date

Averege 182day T. Blls

The average interbank rate increased by 13 basis points in the week ending
Sep 03, 2009 to 4.14 percent as compared to the previous week at 4.01
percent. The number of deals and value increased from 385 to 508 and
from Ksh 48,861 to Ksh. 84,300 respectively during the week ending Sep

03, 2009 (Table 2).
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The Kenya Shilling recorded mixed performance against the major
international currencies during the week ending September 4, 2009. It
depreciated against the US dollar and the Japanese Yen but appreciated
against the Sterling Pound and the Euro. Against the US dollar, the shilling
depreciated to exchange at Ksh 76.30 per US dollar in the week ending
September 4, 2009 compared with Ksh 76.26 per US dollar in the week
ending August 28, 2009 due mainly to increased interbank activities. The
shilling also depreciated against the Japanese Yen to exchange at Ksh 82.26
per 100 Japanese in the week ending September 4, 2009 compared with
Ksh 80.99 per 100 Japanese Yen in the previous week. Against the Sterling
Pound and the Euro, the Shilling appreciated to exchange at an average of
Ksh 124.05 per Sterling Pound and Ksh 108.92 per Euro, respectively in the
week ending September 4, 2009 compared with Ksh 124.55 per Sterling
Pound and Ksh 109.06 per Euro in the week ending August 28, 2009. In the
international market, the US dollar remained stable against both the Sterling

Pound and the Euro but weakened against the Japanese Yen in the week
ending September 4, 2009.

US dollar | Sterling Pound Japanese Yen
24-Aug-09 76.29 125.74 80.34
26-Aug-09|  76.28 124.67 80.97
27-Aug-09 76.26 123.73 81.37
28-Aug-09]  76.23 124.07 81.28

Aug 24-28,2009]  76.26 124.55 80.99

31-Aug-09 76.23 123.45 82.18
01-Sep-09 76.26 124.35 81.96
02-Sep-09 76.24 123.32 82.03
03-Sep-09 76.43 124.50 82.80
04-Sep-09 76.34 124.64 82.36
g 31- Sep 4, 2009 76.30 124.05 82.26

In the regional scene, the Kenya Shilling depreciated against the Uganda
Shilling in the week ending September 4, 2009 to exchange at Ush 26.72
per Kenya Shilling compared with Ush 27.03 per Kenya Shilling in the previous
week. It however, remained stable against the Tanzanian shilling to trade at
Tsh 17.25 per Kenya Shilling.

The Central Bank holdings of official usable foreign exchange reserves
amounted to US$ 3,166 million (equivalent to 3.58 months of imports) as at
September 4, 2009 (equivalent to 4.06 months of imports) as at September
4, 2008 (Table 3). The decline in import cover in comparison with similar
period last year reflected increased import bill.

Foreign exchange reserves held by the commercial banks decreased from
US$ 2,177 million as at end July 2008 to US$ 1,614 million as at end July
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2009. Commercial bank foreign exchange reserves are predominantly usec
by the private sector to meet external financial obligations.
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*Besed on I morth average of inparts of goods and nonHactar services
*Based oncurernt year's average inparts o inparts of goods and nonHfactar services

The money market liquidity improved in the week ending September 2
2009 following enhanced government spending. As shown in Table 5, Central
Bank provided liquidity amounting to Ksh 1.0 billion to commercial banks
using the reverse repurchase agreement securities. During the week, maturing
reverse repo securities was Ksh 15.0 billion. Reserve money averaged Ksh
158.5 billion in the week and remained below target by Ksh 5.1 billion.

Reserve Money*
(Projected)

Forecast| Target

Reserve money
performance
Exe()/
Short()

9<(10+11)

-6.7
-1.9
-5.7
-3.2
-7.9
-5.1

OMO (Reverse REPO)

Posted Actual

Fxe()/ Injected| Fxe()/
Short(-) Short(-)
352-1) “) )| 654 (S
8.2 1.0) 1.0] 0.0 156.1
2.8 0.0 0.0] 0.0 161.0
-6.1 0.0 0.0 0.0 157.2
-3.9 0.0 0.0 0.0 161.5)
74 0.0 0.0 0.0 156.8

-5.7 0.2 0.2] 0.0[ 1585

Commercial banks maintained an average of Ksh 5.7 billion in their clearing
accounts at the Central Bank in the week to September 2, 2009, comparec
with Ksh 3.0 billion held in the previous week (Charts C).
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W eekly average clearing account balances

The Government gross domestic debt increased by Ksh 30.3 billion, from Ksh
518.3 billion in June 2009 to Ksh 548.6 billion as at August 28, 2009 (Table €
and Chart D). This was attributed to increases of Ksh 12.6 billion in Treasury
bills excluding repos, Ksh 17.7 billion in Treasury bonds and Ksh 1.0 billion in
overdraft at the Central Bank of Kenya. However, the increase was partly
offset by decreases of Ksh 1.1 billion in other domestic debt.

Treasury bills (excluding Repos) increased from Ksh 116.8 billion in June 200€
to Ksh 129.4 billion as at August 28, 2009, Treasury bonds increased from
Ksh 360.7 billion to Ksh 378.5 billion while the overdraft at the CBK increased
from Ksh 5.1 billion to Ksh 6.1 billion during the period. Other domestic deb
decreased from Ksh 34.9 billion to Ksh 33.8 billion. Long-term stocks remainec
unchanged at Ksh 0.8 billion during the period.

Following these developments, the holdings of Treasury bonds in total
Government securities decreased from 75.4 percent in June 2009 to 74.4
percent as at August 28, 2009 while Treasury bills holdings increased fron
24 .4 percent to 25.4 percent during the period. 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

30th Jun-09-
30th June 21st Aug-09- | 28th Aug-09

T Treasury Bils (Exudng Repos) y Y z ] I 126
(A %of total securities) ] . ] 10
2 Treasury Bonds
(As %of total
3. Long TermSiocks
(As %of total
4 Total Securities (1423)

5. Overdratt at Central Bank

6. Other Dorresic debf*

7. Gross Domestic Debt (4+5+6)

8. Interest payments on domestic debt (Curmulati
inFY)

* Oher donesic debtindudes Pre-1997 Government Overdratt, dearing iters in transit, advances fromconrerdial banks and TRCs.
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|Government securities holdings by pension funds and commercial banks
increased from 22.3 percent and 52.4 percent in June 2009 to 26.2 percen
and 52.5 percent in August 28, 2009 respectively. On the other hand
holdings of insurance companies, parastatals and other investors decreased
from 11.6 percent, 7.1 percent and 6.5 percent in June 2009 to 11.4 percent
|6.8 percent and 3.0 percent during the same period. Holdings of building
societies however remained unchanged at 0.1 percent (Chart F).

W Pension funds
26.2%
’ O Buking

Institutions

l 52.5%

B Insurance

Companies
11.4%

From July 1, 2009 to August 28, 2009, cumulative Government expenditure
on interest and other charges on domestic debt amounted to Ksh 9.8 billion
as shown in Chart G. The interest cost on domestic debt during the period
comprised Ksh 7.9 billion in interest and other charges on Treasury Bonds
and Ksh 1.9 billion in interest and other charges on Treasury Bills.
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Ksh Billion

Performance at the equities market improved during the week ending
September 3, 2009. Equity turnover increased by 25.5 percent as stocks
worth Ksh 812.4 million were traded compared with Ksh 647.5 million traded
in the previous week. The number of shares traded decreased, from 58.4
million in the previous week to 53.0 million shares traded in the week under
review. Market capitalization as a measure of total shareholders wealth
improved by 2.8 percent or Ksh 21.8 billion to close at Ksh 804.1 billion in
the week under review from Ksh 782.3 billion in the previous week. The
NSE 20 Share index gained 89.0 points to settle at 3188.9 points on
September 3, 2009 from 3099.9 points on August 27, 2009. The Nairobi
All Share Index gained 1.9 points to settle at 69.4 points on September 3,
2009. (Table 7).

16-Jul-09 | 23-Jul-09( 30~Jul-09)| 06-Aug-09)

ny "N NP 78
32679 331762 324609 3237

899 819 8410 723
7043 607 861 90 6872
8683 5304 6349 68717 TN
8205 8407 813 8219 8310
171259 180790 108719 13600 883

*The Nairobi Al Sere I (NAS) efeced on Fekruery 25, 2008 (Jeruery 01, 2008=100)

The Commercial and Services sector traded 32.1 million shares and
accounted for 61 percent of total traded volume. Safaricom traded 19.7
million shares to be the most active stock in the sector. The Finance and
Investment sector traded 14.1 million shares and accounted for 27 percent
of total traded volume. Equity Bank and Co-operative Bank traded 5.5
million and 3.2 million shares and were the most active counters in the
sector. Industrial and Allied sector traded 6.2 million shares and accounted
for 12 percent of traded volume. Mumias and E.A Breweries were the most




Bond Market

The CBK Weekly Bulletin

active counters and traded 4.0 million and 0.5 million shares, respectively
The other sectors had minimal trading.

Bond market trading declined at the Fixed Income Securities Market
during the week. Bond turnover decreased as bonds worth Ksh 1.8 billion
were traded compared with Ksh 2.7 billion traded in the previous week.




