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ASCA
ATM
Baraza
CBK
Chama
Duka
FAP
FSD
HELB
ID
KISH
KNBS
KSh
LSM
MFI
M-PESA
NASSEP
NHIF
NSSF
ROSCA
SACCO

Accumulating Savings and Credit Association
Automated Teller Machine

Locally convened community meefing

Central Bank of Kenya

ROSCA in Swahili

Shop in Swahili

Financial Access Partnership

Financial Sector Deepening

Higher Education Loans Board

Identity Card

Sampling method for randomly selecting individuals in household
Kenyan National Bureau of Statistics

Kenya Shilling

Living Standards Measure

Micro-finance Institution

Mobile-based money transfer service (pesa means money in Swahili)
National Sample Survey and Evaluation Programme
National Hospital Insurance Fund

National Social Security Fund

Rofating Savings and Credit Association

Savings and Credit Co-operative



BACKGROUND

Objectives of FinAccess 2009:

Provide information to policy makers about the
main barriers to access, geographic or socio-
economic for instance, providing an impetus for
necessary reforms;

Provide information fo the private sector about
market opportunities, and in particular insight info
the types of products that will suit newly identified,
unserved market segments;

Provide a solid empirical basis to track progress
and evaluate the effect of various government-led
and donor-led initiatives and

Provide data for use in academic research into the
impact of access to financial services on growth
and poverty reduction.

Survey methodology:

Fieldwork carried out by Synovate/Steadman
Group.

TABLE 1.1 - Comparison of FinAccess survey questionnaires

Length: 36 pages

Average interview: 45 minutes

Sections: General demographics
Access to amenities
Biggest risks

Livelihood & income
Product usage

Money transfers

Savings
Community-based groups
Credit / loans

Insurance

Mobile phone & technology usage
Vulnerability & general psychographics

Housing conditions

Allocation of personal expenditure

Sampling done by Kenya National Bureau of
Statistics, based on NASSEP IV.

Cluster stratified probability sampling used.

First level selection of clusters to ensure repre-
sentative af national, provincial and urbanisation
levels (urban/rural).

Second level selection of households within each
cluster, twelve selected, ten targeted.
Third level selection of an individual using the

KISH grid to randomly select a respondent aged
16+ years.

Sampled 650 clusters, with target of 10 inferviews
in each.

Questionnaire design:

Led by FSD and guided by the Financial Access
Partnership.

Translated into Swahili and other major languages
spoken in Kenya: Kikuyu, Luo, Meru/Embu, Kisii,
Luhya, Kalenjin, Kamba, Somali, Turkana, Maasai.
Back franslated
purposes.

info English for validation

49 pages

60 minutes

General demographics

Effective literacy & numeracy
Access fo amenities

Biggest risks

Financial literacy

Livelihood & income

Product usage

Money transfers

Savings

Community-based groups
Credit / loans

Insurance

Mobile phone & technology usage
Vulnerability & general psychographics

Housing conditions

Personal expenditure & minimum household
income
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Sample achieved:
= 6,598 completed interviews.

= Target of 10 interviews per cluster; ranged from
3 to 12 interviews, average 8 inferviews in each
cluster.

= Sample weighted back to population.

GRAPH 1.1 - Gender 18+

Female

Male 47.5%

52.5%

GRAPH 1.2 - Gender16/17

SAMPLE CHARACTERISTICS Male  550%
Female 45.0%
= Gender bias occurred during the survey towards GRAPH 1.3 - Residence 18+
female respondents — possibly because a higher
proportion of potential male respondents were not
available during the time the survey team were in -
the area. M Urban 21.3%

= Usingstatisticaltechnigues,thishasbeencorrected
by weighting; weighted gender distribution now
similar to the national distribution.

= |n this report, all tables and figures present the
results for those aged 18 and over, the current
legal age for getting a national ID card in Kenya.

= Results for those aged 16 and 17 years old are
presented in the final section of this report.

Rural
B Urban

GRAPH 1.4 - Residence 16/17
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HOUSING

Most people own the houses they live in (68.5%),
but this is significantly different in urban (17.7%)
and rural areas (82.2%).

Employers provide housing for 24.1% of
respondents (most of this is perceived as ‘free’
but strictly speaking, the government does impose
some form of taxation on employer-provided
housing in the formal sector).

A third of house-owners acquired their homes
through inheritance; only 1.5% acquired their
homes through formal or other credit.

Almost half of Nairobi-based home owners
bought their houses, but in all other provinces,
the proportion of owners who bought is negligible,
at 2%.

Two-thirds of all respondents used workmen or a
construction company tfo build their houses.

Most people see their homes as something fo
keep and never sell (84.3%); the proportion who
hold this view is lowest in North Eastern (65.9%)
and Nairobi (70.8%).

Only 23.7% are willing to use their home as security
fo borrow money; the proportion is highestin Nairobi
(33.6%) and lowest in Eastern (17.3%).

GRAPH 2.1 - Home construction by province
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GRAPH 2.2 - Home acquisition by residence
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In Nairobi 70.3% of houses are permanent
dwellings; these are also common on the Coast,
where 54.2% of houses are of this type.

Traditional houses are common in North Eastern
(55.1%) and on the Coast (23.2%).

HOUSEHOLD SIZE

Mean household sizes in rural areas are 5.48
persons, and 3.77 in urban areas.

Household sizes are highest in North Eastern, with
a mean of 7.29 persons.

HOUSEHOLD ASSETS

A list of household assets commonly used to
construct the Living Standards Measure was
administered.

Average number of assefs owned was 2.8
nationally; two provinces had averages higher
than the national average: Nairobi (5.9) and
Central (3.2).

Commonly owned assefs in rural areas are: radio
(80.1%), sofa set (36.1%), bicycle (34.8%).

Commonly owned assets in urban areas are: radio
(90.3%), sofa set (66.0%), colour TV (52.6%).

ltems that require electricity are significantly more
common in urban areas, in particular television
ownership, DVD players, and electric irons.

Livestock ownership is common in rural areas
(82.1%); with cattle owned by 73.3% of rural
households, chickens by 79.4%.



GRAPH 2.3 — Ownership of non-electrical items by residence
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GRAPH 2.4 — Ownership of electrical items by residence
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ERABILITY

At a national level, households often went without
various items in the preceding 12 months; the
highest levels of vulnerability were for: cash
income (32.4%), food (15.2%), safe water
(13.8%), medicine (13.5%).

B&w television
Colour felevision
Refrigerator
Computer
Hi-fi/music centre
Microwave oven

Electric stove with oven -

Respondents in North Eastern (68.8%) and
Western (51.6%) reported the highest levels of
being without cash income.

Rates of vulnerability were generally higher than
in 2006: shelter (3.4% in 2006 to 6.5% in 2009),
crime (5.9% in 2006 to 9.5% in 2009).
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GRAPH 2.5 - Percentages reporting ‘often’ as level of vulnerability
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GRAPH 3.1 - Main source of livelihood for ages 18 and over
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= A higher proportion of respondents depend on GRAPH 3.2 — Estimated minimum income required compared with expenditure
fransfers as their main source of income in 2009 levels by residence and province

(21.0%) than in 2006 (14.3%).

o
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= A lower proportion of respondents are engaged
in agriculture in 2009 (45.8%) than in 2006 TOTAL o

(48.9%). RURAL

= Respondents were asked what the minimum
income that would be required for their household =~ ...

expenses; these averages are summarised in Nairobi S
raph 3.2,
o Cenmal p—
=  Respondents were also asked fo list their
expenditure by different categories; the averages Coas!  pmmm—
are shown in graph 3.2,
Easte  pummmm
= As can be expected, income and expenditure Nyanza
levels are higherin urban areas thanin rural areas;
average minimum income required in urban areas Rift Valley [
is KSh 15,105 compared to KSh 6,552 in rural
Western
areas. T
. L . : : North Eastern
= |n Nairobi, average minimum income required is |

KSh 22,658.

Min income I Total expenditure



The access strand presents usage of financial services by
level of formalisation:

L] Formal — use a bank, PostBank or insurance
product.

L] Formal other — do not use any formal product,
but use services from non-bank financial
institutions such as SACCOs (Savings and
Credit Cooperative Societies) and MFls
(Micro-finance Institutions).

] Informal — do not use any formal/formal other
products but use informal financial service
providers such as ASCAs, RoSCAs and
groups/individuals other than family/friends.

= Excluded — use no formal/formal other or
informal financial services.
GRAPH 4.2 - Financial access strand by residence and gender
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GRAPH 4.3 - Financial access strand by residence and gender
2009
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GRAPH 4.1 - Financial access strand

2009

2006

100%

0%

= 22.6% of the population aged 18 years and older
is formally included compared to 18.9% in 2006.

= Usage of non-bank financial institutions has more
than doubled from 7.5% in 2006 to 17.9% — this
can be mostly atfributed to the new M-PESA
service provided by Safaricom.

= Atotfal of 40.5% are formally served, representing
approximately 7.6 million of an estimated adult
population of 18.7 in Kenya in 2009.

= Dependence on only informal financial services
declined from 32.7% to 26.8%.

= The proportion excluded shrank from 38.4% in
2006 to 32.7% in 2009.

= Access fo financial services improved both in rural
and urban areas; in urban areas, the formal strand
increased from 32% in 2006 to 41% in 2009.

= The proportion of those excluded from financial
services also dropped in both; the drop was more
marked in urban areas where it declined by about
half.

N

Il Formal
B Formal other

M Informal

Excluded



GRAPH 4.4 — Financial access strand by education

M Formal M Formal other M Informal Excluded

Tertiary Secondary Primary None

Access to financial services improved both in rural
and urban areas (see Graph 4.5); by age group,
exclusion is highest in those under 25 years old
and those over 55 years.

A significant proportion (approx a fifth) of people
across all age groups depend only on informal
financial services.

Usage of formal financial services increases
significantly with level of education rising from
4.9% for those with no education to 70.3% for
those with tertiary education.

Exclusion decreases as level of education
increases, from 55.9% for those with no education
to 8.0% for those with tertiary education.

A high proportion of respondents report using
more than one type of financial service provider;
this is represented in the financial access overlap
diagrams in graph 4.6.

Amongst the urban, a fifth use formal, formal other
and informal providers; urban dwellers are more
likely to use several different types of providers
(47.9%).

GRAPH 4.5 - Financial access strand by age
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GRAPH 4.6 — Financial access overlap by residence and gender
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= Usage of MFls doubled, from 1.7% to 3.4%
= Usage of SACCOs declined from 13.1% to 9%.
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GRAPH 4.7 — Usage of different financial service providers
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= Respondents who only have savings with a TABLE 5.1 - Usage of savings products by residence
group of friends, family/friend or secret place are
classified as excluded; typically, even informal -
groups need fo have some sort of organizational
structure, with some common overriding financial Rural Urban Rural Urban

purpose.

Currently using a 52.2 512 492 60.1
= Usage of savings products has not changed; those savings product ' ' ‘ '

currently using them is constant at 52%. .
Previously had a 72 100 0.2 0.9

= Most people in urban areas are current savers; the savings product
proportion rose from 51.2% in 2006 to 60.1% in rerleele
2009, savingsproduct 406 388 406 291

= Proportion of those in rural areas who have never

1 H o)
used a savings product is unchanged at 40.6%. TABLE 5.2 - Usage of savings products by level of formality

= The product descriptions changed slightly
between 2006 and 2009. Many banks have now ALL RESPONDENTS
developed transaction accounts on which no Product
interest is payable.

2006% | 2009%

FORMAL
Savings - Postbank 5.6 25
Savings - Bank Savings
124 -
Account
Savings - Bank Current 25 _
Account '
GRAPH 5.1 - Usage of savings products 2006 Savings - Bank Fixed Deposit 0.7
Account ' ;
Savings - Bank - with interest - 11.6
Savings - Bank - current - 1.8
Curren'rly using a
Savings product Savings - Bank - transaction - 84
Previously had a savings Savings - ATM card 5.8 =
product
10% Savings - Debit card 0.7 -
B Never had a savings
product Savings - ATM/Debit - 118
FORMAL OTHER
Savings - SACCO 12.8 8.9
Savings - MFIs 1.5 82
INFORMAL
GRAPH 5.2 - Usage of savings products 2009 Savings - ASCA 5.4 78
Savings - ROSCA 29.3 31.7
EXCLUDED
Currently using a
?—,ZY:}O”QS product Savings - Group of friends 109 o158
Previously had a savings Savings - Family/friend B/ 6.7
product
8% Savings - Secret place 27.9 55.7

M Never had a savings
2‘&2“” Dashes indicate the product was not described in the same way
during the other survey
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= Respondents who only have credit with family/ TABLE 6.1 - Usage of credit products by residence
friend are classified as excluded; typically, even
informal groups need fo have some sort of -““
organisational structure, with some common
overriding financial purpose. Rural Urban Rural Urban

= Usage of credit products has increased from 31% Currgntlyusinga 308 302 369 410

) ; credit product
in 2006 to 38% in 2009. .
Previously had a 75 100 131 200

= A higher proportion of people in urban areas savings product
currently have credit (41.0%) compared to those Never had a
. 61.7 598 500 390
in rural areas (36.9%). credit product

= In rural areas, one in two has never had credit,
down from 61.7% in 2006.

= The most common credit source was from informal TABLE 6.2 - Usage of credit products by level of formality
sources: 24.3% had credit from shops and other
suppliers. PRODUCT 2006% | 2009%
= Another important source of credit was family/
friends, 12.2% in 2009 — although this alone, for FORMAL
our purposes, does not classify a respondent as o8 = B 18 26
financially included.
Loan - House/land from bank 0.4 0.2
Loan - House/land from o i
build society ’
GRAPH 6.1 - Usage of credit products 2006 E N = bz
Loan - Credit card 0.7 0.8
FORMAL OTHER
Loan - SACCO 41 30
B Currently using a credit
product Loan - MFls 08 1.8
] g{/ej;:?;?cl){iﬂgf a Loan - ;l:yts"e]éltand from 0.2 0.1
g1eg:r had a credit product Loan - Government 0.9 0.3
Loan - Hire purchase 0.6 0.1
INFORMAL
Loan - Employer 09 05
Loan - ASCA 1.7 1.8
GRAPH 6.2 - Usage of credit products 2009 Loan - Buyer 0.9 1.2
Loan - Moneylender 0.7 04
Loan - Shop/supplier credit 228 24.3
B Currently using a credit EXCLUDED
product
38% Loan - Family/friend 126 122
M Previously had a credit
product Dashes indicate the product was not described in the same way
15% during the other survey

Never had a credit product
47%




TABLE 7.1 - Additional uses of M-PESA by current M-PESA users

SERVICES %

= Remittances within Kenya are now very common;
52% received money in 2009 comparedto 16.5%

In 2006. Buy airtime 41.7
= |nfernational remittances are stfill low, but 4.3% Save money 26.3
claim to have received money in 2009, up from .
2.8% in 2006. Store money before travelling 16.9
) Make donations 5.4
= The most popular means of money transfer is
M-PESA, now used by 39.9% of all adults. Receive payments 49
= 26% ofall M-PESA users also save money on their Buy goods 35
phones. Withdraw money from ATM 2.7
= Onein six, store value in their phone for use while Pay bill 2.3
travelling. Receive salary 18
=  M-PESA is perceived as the least risky by 26.2% Pay salary 1.7

of respondents, least expensive (31.7%), fastest

(64.3%), easiest to get (47.8%) means of money GRAPH 7.2 - Usage of M-PESA by residence and province

fransfer.

NATIONAL I
GRAPH 7.1- INCIdENCe Of FEMItIANCES et
RURAL —
08 URAN L I—
51.8% W 2009 Nairobi _

50%
Central I

40%

30%
Easfern I

20%

16.9%

16.5% Nyanza _

10%
Rit valley —

2.8%
0% 0.7% 08%
Received Received Sent Sent Western _
in-country international in-country international

North Eastern I ——

M-PESA used I M-PESA not used

TABLE 7.2 - Perceptions of different remittance delivery methods

Perceived most risky
Perceived least risky
Perceived most expensive
Perceived least expensive
Perceived fastest
Perceived slowest

Perceived easiest to get

Perceived hardest to get

Friend/family (50.4%)
Specialist money transfer service (19.4%)
Specialist money transfer service (40.0%)
Friend/family (51.3%)
Specialist money transfer service (34.9%)
Friend/family (32.9%)
Friend/family (51.3%)

Someone else’s account (22.6%)

Bus/Matatu (45.8%) & Friend/family (42.7)
M-PESA (26.2%)

Specialist money transfer service (25.8%)
Friend/family (44.2%) & M-PESA (31.7%)
M-PESA (64.3%)

Friend/family (32.4%)

M-PESA (47.8%) & Friend/family (36. 8%)

Cheque (18.7%), Money transfer service
(18.3%) & Bus/Matatu (16.4%)



Current usage of insurance remains virtually
unchanged (5.9% in 2006 and 6.8% in 2009).

Usage in urban areas is higher; 12.8% in 2006;
14.1% in 2009.

The majority (63.9%) of those currently using
insurance are males, but this is slightly lower

GRAPH 8.1 - Usage of insurance products 2006

Currently using an
insurance product
6%

Previously used an
insurance product

2%

than in 2006 (68.3%).

Never used an insurance

product
= Usage ofinsurance services increases with rising 92%
level of education.
= Most current users are between 25 and 54 years old.
= The most common product was medical
government-based products used by 4.2% of all
respondents, and private products by 0.7%. GRAPH 8.2 - Usage of insurance products 2009

TABLE 8.1 - Usage of insurance products

Currently using an
insurance product

7%

Previously used an
insurance product
2%

Insurance - Car 18 1.1
Never used an insurance

Insurance - Household contents 0.3 = product
Insurance - Building 0.3 -

Insurance - House = 0.2

Insurance - Medical 28 =

Insurance - Government medical = 4.2

Insurance - Private medical = 0.7

Insurance - Life 1.0 10

Insurance - Disability 0.2 -

Insurance - Education 0.9 0.6

Insurance - Pension 14 1.2

Insurance - NSSF 27 29

Insurance - Other long-term 0.2

Other Insurance = 0.0

Dashes indicate the product was not described in the same way
during the other survey
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TABLE 8.2 - Usage of insurance products by residence

Rural ~ Urban  Rural

Currently using
an insurance 3.6 12.8 4.8
product

Previously had
an insurance 1.6 1.7 2
product

Never had

an insurance 94.8 855 932
product

TABLE 8.3 - Perceptions of insurance 2009

Cannot afford 50.0
Protects in emergency 91.4
Health insurance brings bad

5.9
luck
Life insurance brings bad luck 5.2
Companies don’t explain their 485
products ;
Companies try to cheat people 451
Agents recruit fraudulently 534

TABLE 8.4 - What can affect household finances?

Loss of property 62.4
Drought/famine 62.4
Inflation 56.6
Loss of land 47.4
Loss of main income 43.1
Flood 36.0
Loss of livestock 8818

Loss of outside income 18.0

Urban

14.1

83.3

No

81.4
83.1

7.7
7.7
25.3

25.1
259

79.1
874
879
756
824
58.0
69.1
57.7

The most common product was medical, with
government provided products. Most people
agree that insurance protects in emergency, but
81.4% of non-users think it is expensive.

At least half of current insurance users (53.4%)
think agents recruit clients fraudulently; a similarly
high proportion of users (48.5%) think insurance
companies do not explain their products well.

In 2009, the list of risks was expanded with
respondents being asked fo define which was the
biggest risk o their household finances; the most
mentioned were loss of main income (21.4%),
drought/famine (18.0%), inflation (15.8%), loss
of land (12.1%), medical costs (9.3%).
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MOBILE PHONE ACCESS

= Almost half (47.5%) of all Kenyan adults own a
mobile phone (up from 26.9% in 2006), with the
rate of ownership rising fo 72.8% in urban areas
(up from 52.3% in 2006) and 80.4% in Nairobi
(up from 63% in 2006).

USAGE OF MOBILE-RELATED
TECHNOLOGY

= Usage of additional mobile-based services has
dramatically increased; 37.1% now send airtime
(up from 20.6% in 2006) and 43.1% send text
messages (up from 29.2% in 2006).

= Mobile internet access is now used by 4.5% of
respondents; in Nairobi this rises to 19.2%.

= Anincreasing number of people now check their
bills on their mobiles, currently 2.8% nationally
and 13.4% in Nairobi.

USAGE OF OTHER TECHNOLOGY

= ATM usage is now 13.4% nationally, up from
7.8%.

= Usage of the independent PesaPoint ATM
network has also increased to 3.5% from 1.5%,
the change being strongest among the formally
included (2009 - 13.6%, 2006 - 7.8%).

= The use of standing orders has remained
unchanged, at slightly under 1%.

GRAPH 9.1 - Mobile phone access by residence

2006 2009 2006 2009 2006 2009 2006 2009
National Nairobi Rural Urban
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GRAPH 9.2 - Mobile phone access by financial access strand
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GRAPH 9.3 - Usage of mobile-based technology services GRAPH 9.4 - Usage of mobile-based technology services
2006 2009
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GRAPH 9.5 — Usage of other technology services GRAPH 9.6 — Usage of other technology services
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EFFECTIVE LITERACY

= About 70% of respondents demonstrated
effective literacy.

= Around 9 in 10 people in urban areas were
functionally literate.

EFFECTIVE NUMERACY

= Around 45% of respondents correctly solved the
numeracy problems posed; this proportion rose
to over 60% in urban areas.

SOURCES OF FINANCIAL ADVICE

= Most people turn fo their friends and family for
financial advice (45.6%).

= A quarter go to their financial institution for
advice: bank, insurance company, SACCO or
agricultural co-op.

KNOWLEDGE OF FINANCIAL TERMS

= Financial terms that are commonly understood
include: savings account (91.2%), budget
(71.3%), cheque (65.0%), insurance (52.3%),
interest (50.9%) and pension (52.7%).

=  Financial terms that most people were
unfamiliar with include: credit bureau (76.9%),
pyramid scheme (69.7%), collateral (62.1%)
and mortgage (56.1%).

KNOWLEDGE OF FINANCIAL
PROVIDERS

= Mostpeoplewerefamiliarwith: ROSCAs (85.0%),
M-PESA (79.6%) and Postbank (69.0%).

= People were least familiar with the Nairobi Stock
Exchange (47.6%) and NHIF (34.6%).

GRAPH 10.1 - Effective literacy
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GRAPH 10.2 - Effective numeracy
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GRAPH 10.3 - Sources of financial advice
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GRAPH 10.4 - Knowledge of financial terms
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GRAPH 10.5 - Knowledge of financial providers
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GRAPH 11.1 - Main income source for youth
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=  The main income source for youth is fransfers;
increasing fo 60.1% in 2009 from 2009 from 54.6%

in 2006.

. . . GRAPH 11.2 - Financial access strand for youth
= Aboutaquarterareinvolved in agriculture, down from

33.9% in 2006.

= The access strand is virtually unchanged from 2006;
however there is a slight expansion in the ‘Formal 2006 -
other category, which has expanded from 0.6% fo
3.3%, corresponding to a similar decrease in the
‘Informal category’. This can be aftributed to the usage 2009 -

of money transfers through the M-PESA product.

0% 20% 40% 60% 80% 100%
= Unlike the rest of the population, the proportion of

youths using credit in 2009 (24%) was higher than Formal M Formalother M Informal Excluded
those saving (13%).
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CENTRAL BANK OF KENYA researchstat@centralbank.go.ke
Financial Sector Deepening finaccess@fsdkenya.org www.fsdkenya.org

FSD Kenya is an independent Trust established to support the development of inclusive financial markefs in Kenya
4th Floor Kenya Re Towers, off Ragati Road, Upper Hill

PO Box 11353, 00100 Nairobi, Kenya

T +254 (20) 2718809, 2718814 - M + 254 (724) 319706, (735) 319706
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