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‘ COVID-19 pandemic:
4\ Vaccination efforfs have increased across countries
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B Share of people with a complete initial protocol
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Fully Vaccinated (Adult) - 8.98 million

B o Fully Vaccinated (15-18 years) — 0.41 million
A 267 Partly Vaccinated - 2.37 million

Total - 12.51 million
Source: MOH, July 26, 2022
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Global growth outlook:

A weaker global growth expected in 2022

Real GDP Growth (y/y, percent)

2022 Proj.

July 2022 | Difference from | Difference from

2021 Act. WEO Apr. 2022 WEOQ | Jan. 2022 WEO
World 6.1 3.2 -0.4 -1.2
Advanced Economies 5.2 2.5 -0.8 -1.4
United States 5.7 2.3 -1.4 -1.7
United Kingdom 7.4 3.2 -0.5 -1.5
Japan 1.7 1.7 -0.7 -1.6
Euro area 5.4 2.6 -0.2 0.1
Emerging Market and Developing Economies 6.8 3.6 -0.2 -1.2
China 8.1 3.3 -1.1 -1.5
India 8.7 7.4 -0.8 -1.6
Russia 4.7 -6.0 2.5 -8.8
Sub-Saharan Africa 4.6 3.8 0.0 0.1
South Africa 4.9 2.3 0.4 0.4
Nigeria 3.6 3.4 0.0 0.7
Kenya 7.5 5.7 0.0 0.0

Source: IMF World Economic Outlook
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Global inflation:

M Inflationary pressures remain elevated

Inflation (y/y, percent)
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Global commodity prices:

Prices of palm oill, fertilizer (DAP), and wheat have moderated
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The balancing act for every Central Bank...

The path ahead is narrow and the
balancing act centres on the financial-
real economy nexus

Growth

Inflation
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Domestic inflation:
I\ Inflation increased in June 2022

Inflation by broad category (y/y, percent)
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Domestic inflation:

A\ Food and fuel prices are the main drivers of inflation

Contributions to Overall Inflation (percentage points)
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Food inflation:
Wheat, maize, milk and edible oils are the key drivers of food inflation

Contribution of wheat, maize, milk and edible oils to Overall Inflation
(percentage points)
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Government interventions to ease the cost of living:

|
¥,
)

( ‘ Various measures expected to moderate domestic prices

1.  Subsidizing pump prices through the Petroleum Development Levy Fund.
2.  Reduction in electricity tariff by 15 percent to lower cost of power.

3. Granting waiver of import duty on 540,000 metric tfonnes of white maize imported into
the country before 2279 August 2022. This dafte has since (July 21, 2022) been
extended to 30t September 2022.

4. Implemented Fertiliser Subsidy - to farmers during the April planting season (Ksh 3.0

billion) and a further Ksh 2.7 billion for the next planfing season in October 2022.

5. 14t July 2022: Further waived for a period of 3 months, the Railway Development Levy
and the Import Declaration Fee on the importation of the gazetted white maize.

6. 18™M July 2022: Subsidised retail prices of sifted maize flour through the Maize Flour
Subsidy Programme, 2022, by paying Ksh 105 for every 2 kg packet of Maize Flour
Packet so that the packet retails at Ksh 100.

7. Reduced the VAT rate on LPG from 16% to 8% in the Finance Act, 2022
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Domestic economy:
Economic growth is expected to remain strong in 2022

Real GDP growth (y/y, percent)

2022
2018 2019 2020 2021 Annual
Q1 Q2 Est. Proj.
1. Agriculture 5.7 2.7 4.8 -0.2 -0.7 1.3 1.0
2. Non-Agriculture (o/w) 5.6 5.7 -0.7 9.4 8.7 5.6 6.4
2.1 Industry 3.8 4.0 4.0 7.2 5.5 4.6 4.8
Mining & Quarying -4.8 4.3 6.7 18.0 22.1 12.1 11.8
Manufacturing 3.6 2.6 -0.1 6.9 3.7 3.2 3.5
Electricity & water supply 3.6 1.7 0.1 5.0 1.9 5.7 4.8
Construction 6.1 7.2 11.8 6.6 6.4 4.9 5.2
2.2 Services 6.1 6.5 -2.2 9.8 9.2 5.4 6.5
Wholesale & retail Trade 5.9 5.3 -0.4 7.9 8.7 6.1 6.8
Accomodation & food services 15.6 14.3 -47.7 52.5 56.2 18.2 25.4
Transport &Storage 6.0 6.3 -7.8 7.2 8.1 5.2 6.0
Information & Communication 7.9 7.0 4.8 8.8 6.1 7.6 7.5
Financial & Insurance 2.7 8.1 5.6 12.5 14.4 4.7 7.1
Public adminsitration 7.9 8.4 5.3 5.6 6.4 5.2 5.6
Professional, Admin & Support Services 6.9 6.8 -15.0 5.7 14.9 3.8 6.4
Real Estate 6.5 6.7 4.1 6.7 6.1 4.8 5.4
Education 6.4 5.7 -10.8 21.4 6.2 4.6 5.1
Health 5.4 5.5 6.7 6.0 5.0 5.0 5.0
Other Services 3.3 4.3 -14.2 12.6 11.1 2.3 4.2
FISIM 3.7 9.5 -2.0 5.5 6.4 3.1 3.8
2.3 Taxes on products 5.9 3.9 -7.9 11.9 12.3 9.6 9.0
Real GDP Growth 5.6 5.1 -0.3 7.5 6.8 4.7 5.4

Source: Kenya National Bureau of Statistics and Central Bank of Kenya
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Strong activity in wholesale and retail frade, and manufacturing sectors

Wholesale and Retail Trade Manufacturing Sector
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Total Power Consumption
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Sales Turnover:

(s

Strong activity in tfransport and storage and accommodation
and food services sectors

Sales Turnover, Transport and storage

Sales Turover, Accommodation and food services
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July 2022 CEOs Survey:
Sustained business confidence/optimism in growth prospects

The July 2022 CEOs Survey revealed
improved optimism largely due to:

« Confinued post-pandemic recovery
« Return to normal operations upon 100%

conclusion of the elections 00 -
* Increased government expenditure 80%

on infrastructure -

« Sector-specific growth opportunities 0%
(tourism, professional services, ICT) 5

40%

Business Confidence in the next 12 months
(percent of respondents)

Nevertheless, firms raised some 0
concerns: 30

L : 20%
« High inflation /

: : 10%
« Cost of doing business »
0
* Declining consumer demand May-22 k2 May-22 U

* Impact of the war in Ukraine on
commodity prices.

Company Sector

BHigher WSame M Lower
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July 2022 MPC Market Perceptions Survey:

Op’nm|sm iIn Kenya's economic prospects in the next 12 months

(“ remains strong
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July 2022 MPC Market Perceptions Survey:
Stronger optimism in Kenya's economic prospects in 2022

compared to 201

/
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July 2022 Hotels Survey:

Average bed occupancy levels are above pre-COVID-19 levels

90 Average Bed Occupancy (percent of bed capacity)
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The improved activity in Mombasa and Nairobi in June was supported by the improved tourist
arrivals and economic environment
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Average levels of conference services are above pre-COVID levels

Average Conference Services Utilization Rate (Percent)
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> 57 38 10 14 20 20 18 21 19 27 26]6013 29 27 33 33 40 40 32 31 47 50 48 49 82 61
0 000

Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
2021 2022

Overall ——Hotelsin Nairobi ——Hotels in the rest of the country Mombasa Hotels

Conferences services already above pre-COVID-19 levels across the country. Significant
increase in June 2022 reflects increased Government related conferences.
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July 2022 Hotels Survey:
Forward bookings have increased significantly with reduced uncertainty

Average Forward Bookings (Percent of Bed Capacity)
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Average forward bookings have improved significantly across the country with
increased tourist arrivals
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Balance of payments:

Exports of goods by products remain strong
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Balance of payments:

{ /mports of goods by products have increased largely due to oil imports

5,000
4,500
4,000
3,500
3,000
2,500
2,000
1,500
1,000

500

4,687

3,303

2,835
2,574

Oil Chemicals

12 Months to June (USD Million)

4,557
4,209 4,174
3,748 3,580
3,292
Manufactured Goods Machinery & Other
Transport goods
2021 m 2022

Source: CBK, KRA

www.centralbank.go.ke | f www.facebook.com/CentralBankKenya | @CbkKenya




Balance of payments:

A\ Imporfs of goods have increased due to oil and infermediate goods

12 Months to June (USD Million)
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Services exports:

| Receipts from travel and transport services have remained strong

Travel receipts (USD Million)

120.0 -
100.0 e~

80.0 - e - ol T® o) W S

60.0

40.0

20.0 I I

0.0 -
Feb
s 2020 2021 mmmm202) eme=m?(19

Transport receipts (USD MiIIion)
300.0
250.0 _ 197 501
200.0 o % o™ =
13§ --\‘ “s__ (’ HGU'--
150.0 1 90 108 107 - 112
100.0 80 87
I I I I | |
0.0
Jun Dec
m— 2020 2021 w2022 e e»2019
Source: CBK

www.centralbank.go.ke | f www.facebook.com/CentralBankKenya | @CbkKenya




Tourist arrivals:

Number of tourist arrivals has confinued to improve
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Remittances have remained strong
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A wider current account deficit expected in 2022 due to higher oil prices

Current account balance (Percent of GDP)
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Maijor Currencies vs. U.S. Dollar: January to July 2022
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1 i CBK Usable Foreign Exchange Reserves from 2008 to date
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Market Performance: Yield Curve

Kenya Government Securities Yield Curve
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