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The Government securities market posted mixed performance during the
Treasury bills auctions of this week. The 364-day Treasury bills auction
posted over performance of 45.6 percent while the 182-day Treasury bills
auction posted underperformance 35.6 percent. The average interest rate
increased by 8.4 basis points and 30 basis points for 182-day Treasury
bill and the 364-day Treasury bill, respectively.

The average interbank rate declined by 2 basis points to 1.08 percent in
the week ending December 9, down from 1.10 percent in the previous
week

The money market was liquid in the week ending December 9, 2010 and
the Central Bank stayed out of the market, during the week. There were
no reverse repo maturities during the week.

The Kenya Shilling depicted mixed performance against the major
international currencies during the week ending December 10, 2010.
Against the US dollar, the shilling appreciated marginally to exchange at
an average of Ksh 80.52 compared with Ksh 80.69 per US dollar in the

previous week.

The usable official foreign exchange reserves held by the Central Bank
increased to US dollar 3.468billion (equivalent to 3.48months of imports)
as at December 10, 2010, compared to US dollar 3.436billion (equivalent
to 3.45 months of imports) held on December 03, 2010, reflecting a
revaluation gain during the week.

Government gross domestic debt increased by Ksh 50.2 billion from Ksh
660.3 billion in June 2010 to Ksh 710.4 billion as at December 03, 2010
of the FY 2010/11. The cumulative Government expenditure on interest

and other charges on domestic debt during the same period amounted to
Ksh 27 .4 billion.

Performance at the equities market was mixed during the week ending
December 09, 2010, with the NSE 20 Share index closing lower by 16.54
points to 4,371.8 from 4,388 on December 02, 2010 while equity turnover
increased by 18.9 percent.
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The Government securities market posted mixed performance during the
Treasury bills auctions this week. The 364-day Treasury bills auction posted
over performance of 45.6 percent while the 182-day Treasury bills auction
posted underperformance by 35.6 percent. The government had offered
for sale 364-day Treasury bills worth Ksh 6.0 billion during the auction held
on December 08, 2010 and received bids totalling Ksh 8.7 billion. In addition,
at the auction of December 09, 2010 the Government floated 182-day
Treasury bills amounting to Ksh 5.0 and received bids amounting to Ksh
3.2 billion.

The Government accepted 364-day Treasury bills bids amounting to Ksh
5.5 billion of which Ksh 5.4 billion were in competitive bids. As for the 182-
day Treasury bills, the Government accepted bids amounting to Ksh 2.0
billion of which Ksh 1.7 billion were in competitive bids. The proceeds of

these auctions partly financed roll over of maturing Treasury bills amounting
to Ksh 18.1billion falling due in the week.
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The average 364-day Treasury bill rate rose by 30 basis points from 3.060
percent in the previous auction to 3.360 percent during this auction while
| the average 182-day Treasury bill rate increased by 8.4 basis points from
2.464 percent in the previous auction of the same security to 2.548 percent
during this week’s auction.
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The average interbank rate declined by 2 basis points to 1.08 percent in
the week ending December 9, from 1.10 percent in the previous week.

The volumes traded increased to Ksh 13.2 billion in the week ending
December 9, 2010 from Ksh 10.2 billion in the previous week. The
Government deposits at the Central bank declined from Ksh 43.9 billion
in the week ending December 2, 2010 to Ksh 39.7 billion in the week
ending December 9, 2010.

=& Interbank

—®—Reverse repo

The money market was liquid in the week ending December 9, 2010 (Table
3). Consequently the Central Bank stayed out of the money market and
banks did not access the Central Bank’s overnight window for liquidity

accommodation.
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Commercial banks maintained an average of Ksh 17.2 billion in their clearing
accounts at the Central Bank in the week to December 9, 2010, compared
with Ksh 26.7 billion held the previous week (Chart B). The decline is
attributed to payments of taxes to Government.

The Kenya Shilling on average depicted mixed performance against the
major international currencies during the week ending December 10, 2010
(Table 4). Against the US dollar, the shilling appreciated marginally to
exchange at Ksh 80.52 in the week compared with Ksh 80.69 per US dollar
in the previous week. The shilling also depreciated against the Sterling Pound,
the Euro and the Japanese Yen to exchange on average at Ksh 126.91 per
Sterling Pound, Ksh 107.06 per Euro and Ksh 96.55 per 100 Japanese Yen
compared with Ksh 125.85 per Sterling Pound, Ksh 106.10 per Euro and
Ksh 96.26 per 100 Japanese Yen in the previous week. In the local market,
the Kenya shilling appreciated against the US dollar supported by offshore
selling of the US dollar. In the international market, the dollar declined against
both the euro and the pound sterling following the US government decision
to extend tax cuts on income, dividends, and payrolls and unemployment
benefits extension.

Sterling Pound Japanese Yen
29-Nov-10 126.10 9.10
30-Nov-10 125.99 96.49

1-Dec-10 126.05 96.93
2-Dec-10 125.40 95.58
3-Dec-10 125.69 96.21

November 29- December 03, 2 125.85 96.26
6-Dec-10 126.65 97.05
7-Dec-10 126.77 97.42
8-Dec-10 126.47 95.96
9-Dec-10 121.51 96.03
10-Dec-10 127.16 96.27

December 06 - 10, 2010 126.91 96.55
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On the regional scene, the Kenya Shilling strengthened against the Uganda
Shilling and weakened marginally the Tanzania Shilling to exchange at
Ush 28.63 per Kenya Shilling and Tsh 18.34 per Kenya Shilling in the
week ending December 10, 2010, compared with 28.49per Kenya Shilling
and Tsh 18.41 per Kenya Shilling in the previous week respectively.

The usable official foreign exchange reserves held by the Central Bank
increased to US dollar 3.468billion (equivalent to 3.48months of imports)
as at December 10, 2010, compared to US dollar 3.436billion (equivalent
to 3.45 months of imports) held on December 03, 2010, reflecting a
revaluation gain during the week. (Table 5).

13-Aug-10 20-Aug-10 29-Oct10 12-Nov-10 19-Nov-10 26-Nov-10 { 3-Dec-10

Usable Reserves 347 3416 347 3489 3472 3471 3436
Months of Imports Cover* 353 353 353 354 352 352 345

*Based on 36 month average of imports of goods and non-factor

Gross Government debt increased by Ksh 50.2 billion from Ksh 660.3
billion in June 2010 to Ksh 710.4 billion as at December 03, 2010 (Table
6 and Chart D). This increase was on account of increases in Treasury
bonds and overdraft at the Central Bank of Kenya amounting to Ksh 69.2
billion and Ksh 5.3 billion. This was, however, partially offset by decreases
of Ksh 22.2 billion in Treasury bills, Ksh 1.4 billion in other domestic debt
and Ksh 0.8 billion in long term stocks.

26th Nov-10-

Jun10 Sep-10 Oct-10 26th Nov-2010 | 3rd Dec-2010 3rd Dec-10

1. Treasury Bills (Excluding Repos) 159.0 1474 1442 1297 136.9 12
(As % of total securities) 26.1 232 24 204 209 0.5
2. Treasury Bonds 4486 4885 498.1 506.0 517.8 "7
(As % of total securities) 737 76.7 718 79.6 791 05

3. Long Term Stocks 08 08 00 00 00 0.0
(As % of total securities) 0.1 0.1 0.0 0.0 00
4. Total Securities (1+2+3) 608.4 636.6 642.3 635.8 654.7

5. Overdraft at Central Bank 176 206 221 29 29
6. Other Domestic debt* 34.2 341 340 328 328

7. Gross Domestic Debt (4+5+6) 660.3 691.3 6984 691.6 704
8. Interest payments on domestic debt 518 14.49 21.61 26.78 24

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

Treasury bonds and overdraft at the CBK increased from Ksh 448.6 billion
and Ksh 17.6 billion in June 2010 to Ksh 517.8 billion and Ksh 22.9

billion, respectively as at December03, 2010. Treasury bills and other
domestic debt declined from Ksh 159.0 billion and Ksh 34.2 billion,
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respectively in June 2010 to Ksh 136.9 billion and Ksh 32.8 billion,
respectively during the same period.

B Treasury bills (Excluding Repos) ™ Treasury bonds B Long-term stocks

In view of the above, the share of Treasury bonds in total gross Government
domestic debt increased from 73.7 percent in June to 79.1 percent as at
December03, 2010 while that of Treasury bills declined from 26.1 percent
to 20.9 percent. The average time to maturity of Government securities
increased from 4 years 3 months in June 2010 to 5 years as at December
03, 2010. This development is largely in line with the Government debt

management strategy of lengthening the maturity profile of domestic debt.
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The holdings of Government securities by parastatals and other investors
increased from 6.4 percent and 4.7 percent, respectively in June 2010 to
6.7 percent and 7.3 percent, respectively as at December 03, 2010. However,
holdings of commercial banks and pension funds declined from 57.5 percent
and 21.0 percent to stand at 55.0 percent and 20.5 percent, respectively
during this period (Chart E).

The cumulative Government expenditure on interest and other charges on
domestic debt as at December 03, 2010 of the FY 2010/11 amounted to
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Ksh 27.4 billion compared with Ksh 26.1 billion in a similar period ot the
FY 2009/10 (Chart F). The interest cost on domestic debt during the period
comprised interest and other charges on Treasury bills and Treasury bonds
amounting to Ksh 6.0 billion and 21.1 billion, respectively while interest on
Government overdraft at the CBK amounted to Ksh 0.3 billion.
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Performance at the equities market was mixed during the week ending
December 09, 2010. Turnover increased by 18.9 percent as stocks worth
Ksh 1,977 million were traded compared with Ksh 1662 million traded in
the previous week. The number of shares traded increased from 93.4 million
in the previous week to 129.2 million shares in the week under review.
Market capitalization as a measure of total shareholders wealth increased
by 0.4 percent or Ksh. 4.1 billion to close at Ksh 1,166 billion from Ksh
1,162 billion in the previous week. The NSE 20 Share index fell by 16.54
to 4,371.8 on December 09, 2010 from 4,388.4 on December 02, 2010.
The Nairobi All Share Index gained 0.34 points to 97.75 from 97.41 the
previous week (Table 7).

7-0ct10 140ct10 [ 21-0ct10 | 28-0ct10 ANovA0 | 11Nov10 [ 18Now10 | 25:Nov10 | 3-Decl0

100.59 10045 10215 101.95 101.95 101.36 10052 99.6287 94

NSE 20 Share Index 100=1966 4626.19]  4,608.36]  4,664.03 464042  4620.03) 458749  4556.28|  4,528.26]  4,388.43

Number of Deals 11,782 11,612 8,679 12,818 11,138 10,426 8,869 9,818 8,829

Total Shares Traded (milions) 138.75 118.26 105.66 120.97 110.87 146.38 97.66 109.58 9348

Equity Tumover (Ksh. millons) 274385  2.285.00]  2.467.01 241067 224327 212641 205247) 2109.04) 166233

Market Capitalzation (Ksh. Bn) 1,194.89) 119420  1,214.39 121298 121605  1209.09)  1,19917| 1,188.50[  1,162.00)

Bonds Tumover (Ksh. milions) 8,811.05) 6,324.50]  6,680.25 744835 441225  7929.35]  8,010.60] 962265 717350
* The Nairobi All Share Index (NASI) effected on February 25, 2008 (January 01, 2008 = 100)
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The Commercial and Services sector traded 69.4 million shares and accounted
for 52.3 per cent of the traded volume with Safaricom trading 65.9 millio
shares in the sector. The Finance and Investment sector traded 39.0 million
shares and accounted for 29.4 percent of total traded volume. Co-operative
Bank and Kenya Commercial Bank were the most active stocks in the sector,
trading 10.7 million and 10.4 million shares respectively. Industrial and Allied
sector traded 22.8 million shares and accounted for 17.2 percent of trade
volume. Mumias Sugar Co. was the most active counter, trading 5.8 million
shares. The Alternative market segment traded 183,800 shares.

Bond turnover at the Fixed Income Securities Market decreased from Ksh 7.1
billion traded in the previous week to Ksh 4.6 billion in the week under review.
The decrease in bond turnover is attributed to shift in appetite towards the
primary market, following the issue of 364-day and 182-day T-bills during
the week.




