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oBj,IECTMS OF THE CENTRAL BANK OF KENYA

The Central Bank of Kenya's objectives are laid down in the Central

Bank of Kenya (Amendment) Act, 1996 as follows:

PRINCIPAL O&'ECTIVES

The first principal objective shall be to formulate and implement

monetary policy directed to achieving and maintaining stabilrty in

the general level of prices

The second principal objective shall be to foster the liquidity,

solvenry and proper functioning of a stable market based financial

system

SECONDARY O&'ECTIVES

Without prejudice to the generality of the above two principal objectives,

the Bank's secondary objectives shall be to:

Formulate and implement foreign exchange policy

Hold and manage its foreign exchange reserves

License and supervise authorised dealers in the money market

Promote the smooth operation of payments, clearing and

setflement systems

Act as a banker and adviser to, and as fiscal agent of the

Government; and

6. Issue currency notes and coins
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The Monthly Economic Reniews, prepared by the Central Benk of Kenya,

starting with theJune 1997 edition, are available on the Internet at the ad&ess:

http: / /www.centralbank. go. ke

email: info@centralbank.go.ke
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Hrculrcurs oF rur DecEMBER Ecoruorralc Rsvlsw

It is estimated that real GDP grew at an

annualizcd r:ite of 0.? o/o in the ftrst nine months

of 2002 compared with 0.8olo in a similar period

of 2@1. The l}month underlying inflation rose

to 2.0o/o in November frbm 1.5% in October

2002. The overall lZ-month inflation also

increased to 7.7o/o in November from L.9o/o in

October 2002.

Interest ratc for the 9ldayTreasurybill increased

to 8.37o in November 2002 from 8.1olo in

October. Money supply, M3X, increased by

7.07o in the year to October 2002 compared with

3.3o/o increase o\rcr a similar period in 2001. The

increase was attributed to increases in both net

.. 
foreign assets and net domestic assets of the

bankingq6tem.

Assets of the banking sector increased by lGh

ZL.4bn or 5.0% to lGh 449.4bn at the end of

October 2002 from IGh 428.0bn at the end of

October 2001. Non-performing loans (NP[s), net

of interest in suspense, were estimated at Ksh

72.5bnor299Yo of total loans in October Z@?.,

compared with IGh 79.5bn or 37.0%o in October

2001. Provisions for the NPIs declined from XGh

32.?bn in October 2001 to Ksh 31.3bn in

October 2007. Adjusted for the provisions and

the value of securities held by the banking sector

estimated at Ksh 44.9bn,the banks were covered

in encess of lGh 1.1bn.

Government fiscal operations during the first

four months of fiscal year2007/03 resulted in a

deficit, on a commitment basis, of lGh 14.9bn

or L.So/o of GDP compared with a deficit of Ksh

4.6bn in a similar period in the previous fiscal

year. The stock of public debt increased to IGh

674.lbn in October 7002 from lGh 613.8bn in

June 2002. The increase was entirely in domestic

debt as external debt declined.

The lGnya shifling marginally lost to the US

dollar inNovember lDTtoexchange atIGh 79.6

compared with XGh 79.3 tn October 2002. The

balance of payments strengthened to a US$

112m surplus in the year to October 2002 from

a US$ 29m surplus over similar period in 2001.

The Central Bank foreign exchange neserves

consequendy increased to US$ 1,096m or 3.5

monttrs of imports cover at the end of October

2002 from US$ 1,021m at the end of October

2001.
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SELECTED PERFORMANCE INDICATORS

Real GDP Growth Overall lnflation
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SELECTED ANNUAL ECONOMIC INDICATORS, 1997 - 2OO1

'Puislonal.
" Fiscal y6ar ending June 30th.
... Figuros ln parentheses rebr to oficlal nBssnps in months of impods of goods and non-factor senices.

Sources: Central Bureau of Statlstics, Gentra! Bank of Kenya and Naarobi Stock Exchange

1997 1998 1999 2000 2001'!ND!CATOR

l. PoPul3TtoN
People in Mfllions

Growth (%)

2. NATIONAACCOUNTS
GDP lvlarket Prices (Ksh bn)

GDP at Factor Cost (US$M):

At Current Prices

At Constrant 1982 Prices

RealGDP Growth (%)

Per Capila lncome (US Dollars)

3. GROSS DOIIIESTIC SAVINGS ( % of GDP at r{<t prs)

4. GROSS DOMESTIC IN\TESTMENTS ( % of GDP at r{rt prs)

5. CONSUMER PRICE INFLATION (URBAr,l)

Average Annual lnflation

Twelve-month lnflation

6. STOCK ]UIARKET

Nairobi Stock Exchange Price lndex (1966=100)

Trade Turnover (%)

7. GO\TERNMENT BUDGET (Ksh bn) "
Revenue and Grants

Expenditure

Budget Deficit (-) / SurPlus (+)

Budget Deficit ( % of GDP)

8. MONEY At{D CREDIT (Ksh bn)(END PERIOD)

Itloney Supply (ffi)Cf)
illoney Supply ([AX)

Reserve ltioney

Total Dolrestlc Credlt

Government

Others

9. BAANCE OF PAYMENTS (US$ m)

Overall Balance

Current Account

Capital and Financial Account

10. FOREIGN EXCHA{GE RESERVES (USi m)

Official"'
Months of impods

Commercial banks & public

11. PUBLIC DEBT (US$ bn)

Domestic

As oA of GDP

External

As % of GDP
12. EXCHAiIGE RATE NUAL AVERAGE}

28.',|

2.5

623

30.2

2.1

9005

9393
-0.2

3',14

7.4

15.4

1913.4

0.2

30.8

2.1

9833

9465

1.2

311

6.5

14.5

1355.1

0.2

28.8 29.5

2.4

691

9825

9285

1.8

325

9.8

17.4

9090

9417

1.4

322

10.9

16.2

5.7

10.4

2962.1 2303.2

0.4 0.2

742 796 895

2.2

3115.1

0.3

11.2

8.3

155.0

159.8

4.7
-0.8

370.6

321.8

75.9

327.1

82.7

244.7

g'.t20

g',t24

2.4

327

10.5

18.5

-33

-450

417

1,099

788

(2.5)

311

E.5

2.7

29.2

5.8

64.0

58.E

6.6

2.5

10.0

11.8

5.8

1.6

184.9

195.0

-10.1

-1.6

381.3

333.6

75.0

350.6

91.1

260.6

201.2

197.3

3.8

0.5

182.7

175.2

7.6

1.0

435.5

360.0

77.7

362.1

76.4

285.6

2',t6.4

232.9

-16.5

-2.1

462.1

368.4

79.1

369.r

89.1

280.0

66

-549

615
1,100

783

(2.5)

317

8.7

3.0

30.2

5.7

57.7
60.4

414.4

u5.7
79.0

358.5

84.1

274.3

-21

-214

193

1,104

791

(2.e)

313

8.0

2.6

24.5

5.4

50.6
70.3

{
-288

279

1,398

897

(2.e)

501

7.7

2.5

23.8

5.2

50.2

76.2

117

-229

376

1,459

1064

(3.5)

395

7.7

2.7

25.0

5.0

46.6

78.6
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SELECTED MONTHLY ECONOMIC INDICATORS

Jan Mar Jun
2002

Jul

' ProVsional.

" Cumulatile fiscal year 2001/02 budget out-turn: deficit including grants and on commitment basis.
"' Figures in parentheses refer to official rese^es in terms of months of imports of goods and non-factor seMces.
'-"Ercludes Ksh 2,028m ltuF disbursements onlent to the @vt. bythe CBK, which is included in e[ernal public debt.

Sources: Central Bureau of Statistics, Central Bank of Kenya and Nairobi Stock Exchange
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tlec Se Oct Nof
. |NR-AI'|ON (70)

Orcrall (Urban)

12-month

Alerage annual

Underlyitrg (ocral! excluding food)
12-montr
Arerage annual

titTEREiT RATEi (o/d

9'1-dayTreasury bill

O,erdraft

STOCKMAFXET

Nairobi Stock Erchange Price lndex

Trade Tumowr (%)

@VEFI{MENT zuDGEf ' (rch bn.)

Relenue and Grants

Ependiture:
BudSet Deficit (-) / Surdus 1+1

Mot{Er AID CREIIT (lGh bn.)

lvbney Supply ([AXI)
Ivbney Supply (ttED
Resene ltlbney

Total tlomestic Gredit

Golemment
Priwte Sector

MONEI AND CREDT (Arnual %Change)
[bney Supply (]tfi]Xl)
lbney Supply (NAX)

Resene lVbney

Total Dornestic Credit
Goremment
Prirate Sector

BAr AI,ICEOFPAYIIIENTS (t S$ m)

Orcrall Balance

Current Account Balance
Trade Balance

Capital and Financial Account

FOREIGN E(CMi{GERESERI/ES (US $ m)

fficial".
tbnths of impofis

Commercial banks
PUBLIC DEBT(tls$ bn)

Domestic
As%of GDP

Extemal
As%of GDP

0. GROSS DOIUESIC IXBT (l(sh bn)**"
1. AVRIGEE(CMI{GERATE

IGtvt.ls$
KshlPound Sterling
Kshi 100 Yen

Ksh/Euro

't.8

5.8

1.9

3.5

2.8

2.3

2.2

2.1

1.8
'1.9

1.8

1.8

1.9

1.7

2.7

1.7

5.1

6.7

3.4

5.5

2.9

4.6

't.5

3.9

't.4

3.4

1.5

3.0

2.0

2.7

'I 1.0

20.0

10.9

19.3

10.1

18.8

7.6

18.5

8.1

18.9

8.3

17

1097.7 1043.4 1043.4 1 116.4 1'161 6

0.29 0.27 0.36 0.23 0 40

0.4

4.8

3.0

o.t
2.0

4.3

1355.1 1343.0

0.17 0.15

1 183.1

0.2'l

7.3

18.5

1082.6

0.19

8.6

18.3

8.3

18.6

93.8

102.2

{.4

462.1

368.4

79.1

334.0

89.1

244.9

142.3

157.6

-15.3

203.3

225.6
-22.3

30.1

39.8
-9.7

48.5

58.9
-10.4

502.8

387.4

78.6

350.7

98.1

252.6

11 .4

8.4

12.6

6.2

27.9

-0.4

110.5

122.4

-12.0

13.6

17.5

-3.8

64.4

79.3

-14.9

460.2

360.6

73.6

32s.8

84.2

241 7

4.3

0.0

3.4

-1.2

14.9

-5.9

466.4

366.1

75.8

329.5

88.6

240.8

5.7

2.1

8.2

{.6
16.7

-5.7

483.9

378.3

76.9

341.8

94.7

247 2

487.9

381.2

83.0

345.4
'r00.4

245.0

499.1

38e.9

77.6

355.0
102.2

252.8

502.8

387.3

77.1

350.s

98.8
251 .6

79.3

123.6

64.0

77.8

6.1

2.3

1.8

0.8
'16.5

-3.9

't 1.6

10.9

5.0

8.6

37.2

0.1

10.6

7.0

6.9

4.7

17.2

0.5

8.4

6.7

10.9

5.4

37.9

-3.4

8.6
7.6

16.7

5.5

40.2

4.2

42
-11

-83

53

1459
1oil
(3 2)

395
7.7

2.8

23.9

4.9

41.8
220.0

-24
-51

-83

27

't42
1 035
(3.1)

406

7.7

2.8

24.2

4.9
41 .5

222.7

25
-67

-1 19

91

't479
1077

(3 4)

402

7.8

2.9

24.9

4.9
41.3

229.2

43
51

45
-8

1s63.2
1137

(3 6)

427

7.8

3.0

25.6

4.8

41.1

236.0

-20
-30
-89

10

1 s88
1112
(3 5)

476
7.9

3.1

24.6

4.8

38.3
242.1

11

-75
-14',1

86

1 570
't119

(3.5)

451

7.9

3'l
25.',|

4.8

38.3
247.2

5

-73
-'t4'l

78

I s48
1'l19
(3 5)

429

8.0

3.2

25.5

4.8

38.1

250.8

5
-20

-86

25

I s48
1119

(3 6)

429

7.8

3.2

25.5

4.7

37.9

251.2

3.2

260

255.2

78.7

1',t3.2

61.9
70.2

78.6

112.8

59.3

69.5

78.7

1 16.6

63.7

75.1

78.8

122.6

66.7
78.3

78.6

120.8

66.0
76.9

78.8

122.5

65.2

77.3

79.5

126.1

65.1

81.0

78.',|

1'11.1

59.5

68.4
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Iurmnox

Introduction

Inflation rose in November 2002. The increase

in inflation was largely attributed to non'

monetary factors, namely increases in the prices

of basic food items particularly maize products

and green groceries. The increase in the price of
paraffin also conrributed to inflationary pressure.

Overall Inflation

Following increases in the prices of basic food

items, the ormall inflation edged up in November

2002 as indicated below (Table 1 and Chart 1),

The orrcrall l?,.month inflation increased to

2.7o/o from 1.9% in October 2002.

In November 2002 alone, the increase in

overall inflation was 0.5o/o compared with

0.2o/o in October 2002.

'The rate of change in the CPI over the same month in the previous

year, sometimes referred to as the "annual" rate of change.
rPercentage change in the average CPI for the last 12 months over

the average CPI for the previous l2-month period.

The overall average annual inflation,
however, remained atl.7o/o in October and

November 7002.

Underlying Inflation

In November 2002, the underlying inflation,

which excludes food prices evolved as follows

(Table 2 and Chart 2),

The underlying 12-month inflation
increased tol.jo/o ftom 1.5olo in October.

In November 2002 alone, the underlying

inflation increased by 0.3% compared with

an increase of 0.7o/o in October.

The underlying average annual inflation,

however, declined tol.1o/o from 3.07o over

the period.

a

a

a

a

a

a

t

Inflation by Income Groups

Inflation in goods and services purchased by

various income groups increased in November

2002 as shown in Table 3 and Chart 3,

3r +l
ql. {'ra

,.!
o{ ,e8,
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a The 12-month inflation in goods and

services purchased by the Nairobi lower

income group, increased to 2.4o/o from
7.lo/o in October.

a The 12.month inflation in goods and

services purchased by the Nairobi middle/
upper income group rose to 2.8o/o from
2.5o/o in October.

a As a result, the l2-month inflation in goods

and services purchased by the combined

Nairobi income groups increased to 7.5o/o

from2.lo/o in the period.

The l2.month inflation in goods and
services purchased by consumers in the rest

of urban towns also increased to 2.60/"

ftom l.7o/o in the review period.

TABLE 3: OVERALL 12.MONTH INFLATION BY INCOME

GROUPS(%)

CIIART 3

RddtLbrTm |..kotl

tLlrltl Csulrd

Nrlobl Lmr

which increased to 3.7o/o, 3.4o/o and 4.7o/o,

respectively, from 2.Zo/o, 1.8% and 3.0% in
October. Inflation in housing; and transport and

communication also increased toL.Lo/o and 1.37o,

respectively, from 1.8% and 0.Io/o in October.

Inflation in recreation and education, alcohol and

tobacco, and clothing and foorwear, however,

declined as shown in Table 4 and Chart 4.

TABLE 4: BASKET WEIGHTS & OVERALL l2.MONTH
INFLAT|ON, OCT . NOV 2002
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CHART 1
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Outlook

Modest inflationary pressures are expected to
arise during the festive month of December due

to increased household expenditure. Inflation is,

however, expected to remain confined to the 57o

target supported by the continued prudent
monetary policy stance and the relative stabiliry
in the shilling exchange rate.

Sourc6: Crnbd Bunru of Strthdcr t Crnfd 8.nl of Kcoy.

Inflation by Categories of Goods and
Services

During the month, the highest increases in
inflation were recorded in food and soft drinks,
fuel and power, and medical goods and services,

m
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Money supply increased more rapidly in the

twelve montls to October 2002 than programme

targets and increases in the year to October 2001

(Tables 5 and 6 and Chart 5). Narrow money

supply, M 3, compris ing currencry outside banking

institutions and shilling denominated deposits of

the private sector held with banks, increased by

7.2o/o compared with l.2o/" target growth and

3.To/oincrease in theyear to October 2001. Broad

money supply, M3X, which comprises M3 and

residents foreign currency deposits increased by

7.Oo/o compared with 1.5% target growth and

3.3o/o increase in the welve months to October

TABLE 5: ANi{UAL PERCENTAGE CHA}{GE lN MONEY SUPPLY

CHART 5

Source: Csntral Bank of Kanya

TABLE 6: ttlOllEY SUPPLY AND rTS SOURCES (Ksh bn)

Absolute and percentage do not necessarily up rounding

1/ Broader money, M3XT, comprises M3X ancl non banking public holding ol Govemmenl secunfies.

2/ Broadetmoney,M3X,comptisesM3andresldentstoreigncurrencydepositswithlocal banks.
3/ Broad money, M3, compdses currcncy outside banking institutions, and all pilvate and other public sector holdings of

demand sayings and time deposits. lt excludas centtat and local Govemment deposits with banking inslilutions.

4/ NFA at constant exchange rcte of Ksh 78.95 to the US dollar (Sept. 30th' 2001).

5/ Excludes interest in suspense.

Sogrcr: Crnbrl Ernh of lrrnYr

N1 2@2

Jtn Sep tbc Jan ]tlar Jrn ArS SeP GT
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[EXr
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8.4

1 r.3

10.9

'11.6

10.6

7.2
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3.9

2.1

5.7

8.1

8.4

11.4

12

I

I

3
XN FEB M APR UY S XL AI]G SEP GI

20[.2

ffircvftc
2001

Oct
2001

Oct
2002

Annual Ghange
Absolute

5. Net domestic assets (5.1+5.2)

5.1 Domestlc credit (5.1.1+5.1.2)

5.1.1 Government (net)

Central Bank

Banking lnstitutions

5.1 .2 Private sector and other public sec

5.2 Other net domesic assets (5-5.1)

6. Reserve money

Currency in circulation

Banking lnstitutions' deposits with CBK

Memorandum ltems

454.7

362.0

315.5

301.6

90.2

71.'.|

19.2

271.E

334.7

84.3

1.7

82.6

250.4

-63.0

72.1

48.9

23.2

502.8

387.3

338.1

325.1

96.3

74.4

21.9

291.0

350.5

98.8

18.8

80.1

251.6

-59.5

77.1

53.1

24.1

48.1

25.3

22.6

23.5

6.0

3.3

2.7

19.3

15.7

14.5

17.1

-2.6

1.2

3.5

5.0

4.2

0.8

2.6 2.3113.8 116.4

-3.1

't0

7.0

7.2

7.8

6.7

4.7

14.1

7.1

4.

17

1 003

bllls outstandTre

6.9

8.5

3.6

1. Money supply, M3XT 1l

2. Money supply, M3X (4+5) 2/

tor 5/

Money supply, M3 3l

Of which: M2

Net forelgn assets 4/

Central Bank

Banking lnstitutions
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MONEY SUPPI,Y

2001. [n line with the growth in M3X and an

expansion in the holdings of government

securities by the non bank public, the broader

money supply, M3XT, increased by 10.6%

compared with 7.4o/o target $owth and 7.0'/o

increase in the year to October 2001.

The increase in M3X, the intermediate money

supply target used by Central Bank for monetary

policy formulation, in the year to October 2002

arose from increases in both net foreign assets

(NFA) and net domestic assets (NDA) of the

banking system. The NFA increased by 6.7Yo in
the year following build up of foreign assets at

the Central Bank and a reduction of foreign

liabilities by commercial banks. The NDA
increased by ?.Lo/o largely due to credit e>rpansion

to the Government from both the Cenrral Bank

and the banking institutions. Other domestic

assets net of other liabilities similarly increased

by 5.60/o in the year to October 2002 compared

with 6.70/o decline in the year to October 2001.

Reserrrc Money

Reserve money, comprising currency in
circulation and deposits of commercial banks and

NBFIs at the Central Bank, increased by 6.90/o to

fGh 77.1bn in the trvelve months to October

2002 compared with 6.30/o target increase and

0.7o/o decrease in the year to October 2001 Clable

7 and Chart 6). The increase in reserve money

was in both deposits of banking institutions and

currency in circulation, which increased by3,60/o

and 8.5% respectively.

The sources of the reserve money expansion

duringthe twelve months to October 2002 were

both the NFA and NDA of the Central Bank.

The NFA increased by 4.7o/o on account of
purchases of foreign exchange from the inter-bank

market while the NDA increased bv lGh 1.7bn

largely in respect of net credit expansion to
govemment. Developments in the components

of NDAwere as followst

Government net borrowing from the
Central Bank increased by lGh 17.1bn in
the year to October 2002.

a Indebtedness to the Central Bank by

commercial banks declined by Xlsh 10.lbn.

This reflected Ksh 14.6bn increase in
holdings of commercial banks repurchase

agreements due to mop up activities by

Central Bank under the open market

operations (OMO), which was partly offset

by Ksh 4.5bn increase in overnight
borrowing by commercial banks.

a Other domestic assets net of other domestic

liabilities declined bv IGh 5.3bn.

TABLE 7: RESERITE ilOt{EY & IrS SOT RCES (K$ bn)

CHART 6

a

rul N2 Arfi.CClE!.

ilctMcAlsG
2.f Goinrllrf Eor'o trE (rDt)

22 Adr.rB& Oisccrrt

71.1

t.0
1.7

6,0
4.3

72.1

23.2

7at
2.7

r8.8

-15.1

-1.0

77.1

21.1

3.3

1.7

17.1

.r0.1

-5.3

5.0

0.8

Raoq\iMolEry
3.1 Barrde lBFb D€pcritsrtCBK

l. N.tF.6ignAlcG

2.3 CrMicAsse6(na0

Rmldty

CaX CiAb

CaXCrldbCffi8d

gwE{Eum{^Yu4Ma&t
tpt 2u

o

D
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MONEY SUPPLY

Credit Developments

In the nvelve months to Cctober 2002, net

domestic credit from the banking system

increased by 4 .7 o/o compared with 0.3% increase

in the year to October 2001. The credit enpansion

in the period under reviewwas channelled to both

the Govemment and the private sector.

Net credit to govemment during the rwiew period

increased by 17.To/ocompaped with 3.07o increase

in the year to October 2001. The credit was

sourced wholly from Cenrral Bank after the

Government borrowed IGh 6.4bn through the

overdraft. At the same time, the Govemment run

down its deposits at the Central Bank by IGh

10.7bn.

Credit to the private and other public sectors

increased bV IGh 1.2bn or 0.5o/o in the year to

October 2002 compared with lGh 1.6bn or

0.60/o decline in the year to October 2001. The

credit increase was wholly to the private sector as

lending to other public sector institutions
declined bV IGh 1.2bn. The private sector

borrowed an additional XGh 18.1bn to finance

activities in private households, finance and

insurance, transport and communication,

agriculture, real estate and building and

construction. The additional borrowing was,

howwer, pardy offset by IGh 15.6bn repayments

by trade, manufacturing, business services, mining

and quarrying and miscellaneous activities (Thble

8).

10 Kenya Monthly Economic Review, December 2002
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Structure of the Financial System

The banking system comprised 45 commercial

banks, 3 nonlank financial institutions 0llBFIs),

2 mortgage finance companies, 4 building
societies and 48 forex bureaus at the end of
November 2002 (Table 9). The decline in the

banking institutions from 57 in November 2001

to 54 in November 2002 was due to mergers and

the liquidation of one commercial bank.

[ABLE 9: COIIIMERCIAL BANKS, NBFIc & FOREIGN EXCHANGE

BUREAIJS

Sourcr: CftrlBmhdX.nyl

Total Assets and Advances

Assets of the banking system increased to lGh

449.4bn at the end of October 2002 from lGh

428.0bn at the end of October 2001 (T[ble 10).

Loans and advances, which accounted for 49%"

of total assets increased by IGh 7.7bn to IGh

251.6bn in October 2002 from IGh 248.9bn in

October 2001. The increase in total advanceswas

mainly on account of increased lending to
transport& communication, finance and

insurance and private households.

TABLE l0: SELECTED ASSETS OF THE BANKING

lilSTlTUTlOilS (Kth bn)

and pcrccn,sge changes may nol nccessadly adct up due to rcunding
" I ncl ude s intab ank b alance s.

Sourcc: Ca*nl Brnl of Kanyr

Other Assets

Government securities held by banks increased

by 2.3% to lGh 94.7bn in October 2002 from

Ksh 92.6bn in October 2001, and accounted for

Zl.7o/o of total assets. Cash deposited with the

Central Bank increased to [Gh Z4.7bn from llsh

23.8bn, accounting for 60/o of total assets.

Asset Q.r"lity

At the end of October, 2002 the level of non-

performing loans (NPI--s) was estimated at ll^sh

7Z.5bn or 29.9o/o of total loans, compared with
Ksh 79.5bnor 32.0o/o of total loans in October

2001 (Thble 11). The decline in NPLs was mainly

attributed to writeoffs bysome institutions. The

N P[s were mainly concentrated in ten irstinrtions

whose non-performing loans amounted to lGh

45.1bn or 62o/oof the indusrry's total. Meanwhile,

the level of provisiors decrea.sed from kl^sh 32.2bn

to lGh 31.3bn in October Z00Z reflecting the

decrease in NPLs. The banking sector was

adequately cushioned against the NPts as the

estimated value of securities increased

substantially from IGh 36.8bn to lGh 44.9bn.

On a net basis, therefore, the level of exposure

fell to lGh 1.lbn in October 2002 from IGh

13.5bn in October 2001.

Oct Oct Ch.ng.'
2002 Abrolut 'h2001

ASSETS

Loans and Ad\anc€s

Go'emment Securities

Ealancos at Central Bank

Fixod Assets

Oth6r Assets

12C.O

248.9

92.0

23.8

17.6

24.6

4/,e.1

25r.6
94.7

24.7

16.8

39.6

21.1

2.7

2.1

0.9

1.2

13.0

5.0

1.1

2.3

3.8

6.9

49.0

fypa ol h3tltutbn/Burcau NoY{001 Nov{002
ComrErcialBar*s

(a) Oporatim
(b) Urder Certral Bank statutory rnanagornent

Buildir€ Sociouos
MongEg€ FinarEe Comparies
Norlbar* FirlarEial lrstittiorB

(a) Oporali'E
(b) Under Corlral Be* stattory marEgorErt

Tobl
Fo|BionEEl€mo BuBau!

48
47

1

4
2
3
3

57

17

45
44

1

4
2
3
3

il
{8
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BA N K I N G SECTO R DEY E I,O P M E NTS

@{ri Oct{,l

1. TotdAd/rE6
2. Speific Provisixrs

3. Ge.sdPru,isir6
4. Total Ploviskxls (2+3)

5. retA.na,r€s(14)
6. Tcrd t6.>Perb.rnirB Lsrs (tPLs)"
7. t€tt$r}PshrmirEL@rE (&2)

8. Vdr.EdsCuiths(€6limal€d)

9. tHEpcn€(7€)
10. Tcldl*'l,ras %oabial L@ns(d1)

11. Tfrl Proviskns as % of btd lq|s (41)

12. ExpGUrBas %of totd l€E (91)

%1.2

n.7
2.6

31.3

219.9

72.5

/13.8

4.9
-1.1

4.9/o
12.9o

0.5%

24€.8

8.2
3.0

u.2
216.6

73.5

$.3
36.8

't3.5

32.Vh

12.9h

5.40h

TABLE 11: NOI{-PERFORxllilG LOANS'(NPLs) & PROVISIO}IS

(Ksh bn)

'TlE tsyi,sd trpli@ syslan fidi* Ap'il W2 ed/t66 st/6,cr,t4d itldst dt ldd
l@ts dd tfrrpaidfling rdts (rPts)

Sourcc: Ccnbd &nk of Katyr

Deposit Liabilities

Deposits, including interbank deposits and

accrued interest, held by banking institutions

increased by 6.7"/" to lGh 349.3bn in October

2002 from IGh 327.3bn in October 2001. In

terms of market share, the largest eight
commercial banla accounted for 78.5o/o of all

deposits in the banking system.

Capital and Reserrrcs

Capital and reserves of the banking system

decreased by 7.lo/o to lGh 54.7bn in October

2002 from Ksh 58.9bn in October 2001.

Consequently, the level of capitalisation as

measured by the ratio of total capital to total risk
weighted assets ratio decreased to 16.60/o at the

end of October 2002 from t7.lo/o at the end of

October 2001, butwas still above the minimum

requirementof.l2o/o.

TABLE 12: SELECTED LIABILITIES 0F THE BANKlilG
|I{STITUTIOiIS (Krh bn)

Annurl
mol 2002 AbDluto %

25.5 6.9

Deposlts"
Capital and Rosen€s
ForBign Liabiliti€s

Other Liabilitios

327 3 349.3 22.0 6.7

58.9 *.7 4.2 -7 1

10. r 't2.1 2.O 20,0

31.8 33.3 r.5 4.7

'Absoluta and percenlago changes m.y not nacessarily edd up due to rcuncling.

" I nclude s inte,b ank Darancos.

Sourcr: Cmtsrl Brnk ol Kcnyr

Profitability of the Sector

The unaudited pre-tax profits decreased by75o/o

to lGh ?.Zbnfor the ten months ending October

2002 from XGh 9.0bn for a similar period in 2001.

The deterioration in the banking sector

profitabilitywas mainly attributed to a decline in

interest income.

Institutions under Statutory
Management

The Delphis Bank, which has been under

statutory management re-opened for normal

banking business on 5'h December 2007 after a

restructuring process that involved conversion

of deposits into equity and fresh mpital injections.

In essence, the bank is now largely owned by

depositors and has converted from a private

company to a public institution.

Building Societies

Assets and deposits of building societies were IGh

9.7bn and XGh 7.7bn, respectively, while total

advances amounted to lGh 3.1bn at the end of
October 2002. Income stood at Ksh l.lbnwhile
total expenses stood at lGh 0.9bn, resulting in a

profit before tax of lGh 0.2bn for the ten months

ending October 200L

t2 Kenya Monthly Economic Review, December 2002
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*-froT- ------rc- - "-' ----lJun 8.p od O.c Jro k.tn E p Od ilovl
ComrldJBedc I

Arr+Lhrdry 12 4 ls {O aO 47 .4 4s {2 l(ll
Mdm,rnLhiflV b n n n n fr n n A nl
CahRdo-AlBar*s 10.0 $.8 10.1 0.9 9,7 0.8 9.5 9.1 9.2 S2l
MrimrncarrRdo- t0 l0 l0 10 10 10 10 10 10 'l0l*ffi*un* 

oo 56 s5 s.r s0 50 & 52 1s *l
Mdrrrnuqddity n n n fr N A n n n 201

'CahRa0o 10.1 ,0.5 10.7 10.9 11.0 10.9 '11.6 12.5 12.5 12.51

Mrtmrnc6trRdo- 10 ,0 10 10 10 10 10 10 r0 101

Cash and Liquidity Ratios

Commercial banks and non-bank financial

institutions (NBFIs) continued to meet the20o/o

minimum liquidity and 10% cash ratio
requirements in October and November 2002

(T[ble 13 and Chart 7).

TABLE 13: CA8H AllD LlQrlDftY RATIOS'0rl

The average liquidity ratio for mortgage finance

companies increased to3lo/o in November 2002

from 75o/o in October while that for building

societies decreased to 50o/o ftom 5lo/o over the

same period.

Cash Ratios

Banking instinrtions mainained average cash ratio

of 11.0% in November 2002 compared with
L0.9o/o in October. The average cash ratio for

commercial banks declined to 9.17o/o in
November 2002 from 9.22o/o in October while

the average ratio for NBFIs increased to 12.90/"

in November 2002 from 12.5o/o in October

2002.

September 2AOZ Banking Sector

Financial Statements and Disclosures

Banking institutions and building societies have

published their financial results and other
disclosures for the period ended September

2002. Table 14 provides a summary of the

sector's major performance indicators.

The capitalisation of the sector as measured by

the ratio of total capital to total risk weighted

assets remained unchanged at L7o/o as recorded

in June 2002. Seven institutions, however,

reported core capital that was below the
prescribed minimum. The level of NPIs was

estimated at Ksh 74.5bn having increased from

IGh 71.6bn as at June 2002. As a result of the

increase in the NPI-s, their ratio to total loans

incre as ed m argi n ally f r om 29 .2o/o to 29 .9o/o ov er

the period. The banking sector recorded
unaudited pre-tirx profits of lGh 6.7bn. While
42 institutions made profits of lGh 8.3bn, 8 made

losses of IGh 1.6bn.

'Comda brlr rd lSRrmtobmloltdCttyi i..Trof
lo}( dt,t rd.ii{rrlttuid l!( Ii.i$rrmt
laam albciE fqr tt Gobar 20O.

CHARI 7

Sourcc: Crnbrl Ernko{ Kmyr

Liquidity Ratios

Commercial banks and NBFIs continued to hold

liquid assets largely in form of cash balances at

Cenral Bank and govemment securities in both

Treasury bills and bonds. The average liquidity
ratio for commercial banks increased to 43o/o in
November 2002 from 42o/o inOctober while that

for NBFIs increased to 53o/o from 49o/o over the

same period.
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TABLE ll: SEPIEilBER 2002 BAllKlllG SECTOR IIIDICATORS

IRVIA. Tobl tisk uolghbd a.ssts
i,fOc c ilbttggp finencc snPanlqs
NBFb . l{qrosdr inandC lnstulqla

NPLo . llqrperbming loene

NPL8 .Tobtr nontrerfuinlng lomg
PET.ProdB be6t€ tax

l$h.'d

t€. BAN6
AAHTAADFCf,IACV ASSETCIJAUTY PROFTAEUTY

TOTA
CAPITAL
(rc)

@/
TRA'A
l2Bl o/o

TOTAL

LOANS
TL

TOTAL

lPts
tPts/

TL
o

PROVISloNE

Ilfl-s
o/o

PBT PSll
TOTA

ASSETS OI

1 Barcla!6 Bankof Kenla Ltd. 9,695,000 15.4 51,403,000 8.888.000 17.3 15.9 1,964,000 2.4

2 Ken\a Commercial Bank Ltd. 5,172,931 11.7 36,056,455 20,349,025 56.4 29.6 -l ,1 14,356 -'1.9

3 Standard Chartered Bank Ltd 4,630,974 't2.9 15,336,923 1,464,322 9.5 '17.1 2,499,698 4.2

4 Citibank, N.A 4,142,720 16.6 12.278,886 348,997 2.8 63.5 960,700 3.2

5 Cooperatire Bank of Kenya Ltd. 3,0il,561 8.3 20,529,066 7,289,325 35.5 62.5 125203 05

6 National lndusfial Credit Bank Ld 2,300,373 43.1 5,054,505 953,774 189 62.5 250,378 3.0

7 National BankofKenya Ltd 2.232,9$ 14.2 26,620,992 12,930,567 48.6 65.3 112,974 04

I CFC Bank Ltd 1,864,594 25.2 5.707,293 216,335 3.8 38.0 123,553 1.4

9 Commercial Bank of Arica Ltd. 1.524,426 2',1.2 5,157,383 457,869 8.9 40.0 301,343 1.7

10 FirstAnerican Bank Ltd 1,168,551 29.4 3,507,688 891,5't4 25.4 43.8 143,693 2.5

1'l ln\€strnent & Bank Ltd 1,106,s97 28.',| 3,656,468 529246 't4.5 20.9 83,695 1.2

12 Diamond Trust Bank Kenya Ltd. 982,834 32.1 2,459,580 243.632 oo 39.4 64,323 11

13 De\elopment Bank of KenF Ltd. 779,364 28.1 1,818,439 7',tg,121 395 45.'l 49,555 1.6

14 Credit Agricole lndosuez 778,000 18.3 2,770,251 176277 6.4 't 00.5 50,880 1.0

15 Transnational Bank Ltd. 734,586 36.7 954,050 374.376 392 24.2 143,643 90

16 Mddle East Bankof Kenya Ltd 701,498 24.7 1 ,471 ,705 436,083 29.6 11.7 36,548 1.0

'17 K-Rep Bank Ltd. 692.187 503 938,612 24,963 2.7 370 53,029 3.6

',l8 Guardian Bank Ltd. 654,588 27.4 2,507,969 1,196,2s5 47.7 8.4 56,209 1.4

'19 Akiba Bank Ltd 616,682 16.'l 3,088,814 739206 23.9 29.9 26,494 06

20 Stanbic Bank Kenla Ltd 623.237 15.5 2.637,321 639,040 24.2 38.0 -25,152 -0.3

21 lmperial Bank Ltd 616,289 19.4 2,959,435 267.776 9.0 70.9 125,774 33

22 Consolidated Bank of Kenla Ltd 571,070 2't.8 1,287,825 730,403 56.7 38.7 158,833 5.0

23 Fina Bank Ltd. u4,044 14.7 2,948,672 658,482 22.3 28.7 50,931 10

24 Pime Bank Ltd 499.264 '15 9 2.007,374 1 16,320 5.8 46.2 49,244 1.4

25 Vcloria Commercial Bank Ltd 489,841 38.9 1,4203s2 3't5,387 22.2 28.6 47.526 -1.5

26 Southem Credit Banking Corp. Ltd. 438,042 22.0 1,774,628 625,'t03 35.2 39.1 7,618 0.3

27 Ciiro Commercial Bank Ltd. 429.027 13.8 2,796,351 789,884 28.2 12.6 34,866 0.9

28 BankofBaroda Ltd. 403,259 26.0 1.414,795 253,809 17.9 15.6 40,053 0.8

29 Biashara Bankof Kenla Ltd. 398,951 28.9 798,732 19,953 2.5 60.5 34,866 13.6

30 CiV Finance Bank Ltd 396,323 56.8 493,856 283,728 57.5 'l 1.9 20.014 2.4

3'l Equatorial Commeroal Bank Ltd 402,913 28.8 1,046,088 150,716 14.4 38.3 57,398 21

32 African Banking Corporation Ltd. 389,415 24.6 1,402,383 185,042 13.2 38.1 32,659 'l .1

33 Credit Bank Ltd. 363,934 39.8 724.597 144.821 20.0 1'1.0 21,*2 1.2

34 Charterhouse Bank Ltd 373,762 27.7 1,172.863 80,656 69 46.5 109,2U 6.7

35 Habib AG Zurich 350,986 29.5 682,762 60,150 8.8 56.2 7 4,178 2.3

36 ChaseBankLtd. 345,491 45.6 7U,453 1,679 0.2 48.4 33,1 I2 2.8

37 Bank of lndia Ltd. 338,651 36.0 915,523 66,226 7.2 33.0 81,475 2.2

38 lndustrial De\elopment Bank Ltd 315,901 17.4 1,665,566 81441 I 48.9 39.7 -69,866 4.0

39 Habib Bank Ltd. 331,767 41.9 837 2U 90,257 10.8 78.5 86.706 2.6

40 Dubai Bank Ltd. 3'l 1,541 55.0 495,708 49,067 99 59.4 25.182 3.5

41 Paramount-Uni\ersal Bank Ltd 272.342 26.8 799,565 301482 37.7 30.8 5,304 o.4

42 FidelityCommercial Bank Ltd 248,88s 27.9 771 263 213,078 27.6 45.0 27,566 2.3

43 Euro Bank Ltd. 30,553 1.5 2,248,150 1,M3,692 46.4 33.9 62,s93 -3.2

44 Daime Bank Ltd. 28,883 4.9 661,558 474,217 71.7 24.1 13,97 -1.7

45 Delphis Bank Ltd -81 8. t 71 -69.7 2,245,281 1,825,670 81.3 62.7 -289.7U -18.6

ST.BTOTAL 51,529,662 '14.1 238,290,464 68,428,94 28.7 39.9 6,499,657 15%

MFCs/?€fTS

1 Housinq Fin. Co. of Kenya Ltd 927,876 9.1 9.227,458 5,325,763 57.7 24.8 97,241 0.9

2 Savings and Loan (K) Ltd. 756331 26.4 2,392,073 660,925 27.6 29.4 20j23 0.5

3 Prime Capital & Credit L6 451 ,613 36.s 759.424 I 13,534 15.0 47.5 63,309 30

4 Bank of lndia Finance Ltd. 241 26s 3't5.7 90,440 19,170 21.2 32.4U 3.7

5 Devna Finance Ltd. 59,510 82.0 23,334 -554 -o.7

SLETOTA. 2,,(t6,695 17.3 12,492,729 6.119.392 49.0 25.7 212,523 12

cRAtteTOTA 53.966.3s7 31 250,783,193 74,548.336 29.7 38.7 6.712,180 1.5
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Interest rates mainained their dov,'nward trend
in the year to December 2002, Hov,rwer, the 91

dap Tieasury bill and interbank rates increased

marginally in November and December 2002

Clable 15 and Chart 8):

The 91 days Tieasury bill rate declined to
8.4o/o in December ?002 compared with
ll.0o/o in December 2001. The downward

trend in the rate is due to excess liquidity
in the domestic money market occasioned

bylimited oudets for investmentfunds due
to the prevailing low economic activity. In
addition, the deliberate gwemment policy
to reduce the volume of short dated
domestic debt in preference for the
relatively longer dated Tieasury bonds that

began in May 2001 also contrributed to the
decline in the short term rate.

The average rate on three months'deposits

with banks declined to 5 .60/o in November
2002 from 6.80/o in November 2001.

The average savings rate declined to 3.82o

in November 2002 from 4.3o/o in
November 2001 while the inter-bank rate

declined to8.7Yo in December 2002 from
10.4o/o in December 2001.

The average interest on bank overdrafts

declined a l?.4Yoin Norrcmber 2002 from
19.4o/o in November 2001.

o

a

a

The average interest rate spread narrowed to
12.7o/o in November 2002 from L3.6o/o in
November 2001, reflecting both the decline in
the average deposit rate to 4.7o/" in November
2007 ftom 5.9o/o in November 2001 and the
average lending rate from 19.4o/o to 17.4o/o over
the same period. The general decline in the rates

reflected the trend of the 91 dayTieasurybill rate.

-qrL.a[[i

tsa

llty Trruy blll ra

H.-

hm
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The Kenya shilling depreciated against the US

dollar, the Sterling Pound and the Euro during

the year to November 2002 to exchange at an

average of lGh. 78.7, IGh. 117.2 and Ksh' 73'5,

respectively(Table 16 and Chart 9). The shilling,

howwer, gained against the Japanese Yen and the

South African Rand by 4.2"/" and Z2'8o/o,

respectively, to trade at Ksh. 62'7 per 100

JapaneseYen and IGh. 7.4 per Rand' The shilling

also strengthened against the Tanzanian shilling

to exchange at Tsh lZ.2 compared with Tsh 1t'0

in the year to November 2001, and against the

Ugandan shilling to exchange at Ush 72'7 inthe

year to November 2002 compared with UshZZ'4

in the previous year.

ln the month of November}O}T,the shillinglost

against all major international currencies' It lost

marginally against the US dollar by 0'37" to rade

at an average of Ksh. 79.6 compared with an

average of lGh. 79.3 in October 2007" Similarly,

the shillingweakened against the Sterling Pound

and the Euro by L.Zo/o and7.3o/o, respectively'

Against the Japanese Yen and the South African

Rand, the shilling lost by Z.3o/" and 6'9o/o,

respectively, in November 2002. The shilling,

however, gained against the regional currencies'

Against the Tanzania shilling, the shilling

strengthened by 0.7"/o to trade at Tsh lZ'4 and

remained stable against the Uganda shilling to

trade at Ush 23.0 in November Z00Z'

The marginal weakening of the shilting against the

US dollar in Novembet }OOZwas attributed to

TABLE'16: SHlLLlt{G EXCHANGE RATE

DI D,

EgEEI.rLilni9G
fuoilbr

I ut2

IlL 78e 7gO 
'87 

7AO 7at 787 7e6 ?e3 7S7 7q7 7e7 n5 784 tSs

1115 rt4.' f lx2 1128 ll',l.l lla6 i225 14.6 t:la.a E''c tzs tzl'l 'tzl51?a

D

tufi, Sgr!

t@.rFE\6r ens €6t 61.0 5e3 A5 6.7 €62 o{t oa.o 0.6 68 61 63 61

'qEdSrf 22 21 A.g 22 27 2.5 29 AO At A1 81 A2 83

t 
"ri"S*f 

'l1.3 ,l1.3 11'O ra 121 122 12' Q' el L3 Q3 At 122 tZ3

ar 718 71.0 702 fs3 €45 7i1 7,'3 r,9 7S5 &" Els El7 @9 8t0

r$d #s&dslgRle 78'a 7e6 &4 E'l'l @ 1 805 81 2 7 9

k 62 6t 69 gaa 63 5i Ba.s !G0

mdoruqFErrtHrE

CHART 9

&0

r s lr I i , li i i lsltltt
&Mil

Souro: Crofrl Brnk ol Kalyl

increased demand for foreign exchange

particularly from the corporate sector' The

performance of the shilling against the other

major international currencies in November

ZOOZ reflected the strengthening of these

currencies against the US dollar in the

intemational currencY market.

In nominal effective terms, that is made'weighted

against major partner currencies, the shilling

depreciated bV 0.5% in the year to November

2002 compared with an appreciation of 0'6% in

a similar period to November 2001 (Chart 10)'
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In real terrns, hourcver, the shilling appreciated

by 0.3% in the year to November 2002

compared with 0.606 depreciation in the year to

Norcmber 2001. The appreciation in the real

effective shilling errchange rate reflected higher

domestic inflation relative to inflation in the

trading partner currencies.
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Govcmment fiscal operations during the first four

months of fiscal year 2002/03, resulted in a

deficit, on a commitment basis, of Ksh 14.9bn

or l.Sn/r,of GDP compared with a deficit of lGh

4.6bn or O.5n/o of GDP in a similar period in the

previous fiscal year (Table 17 and Chart 1i). On

a cash basis, however, the Government budget

recorded a deficit of Ksh 12.5bn, compared with

a dcficit of IGh ll.lbnin a similar period in fiscal

year 2001/07.

TABLE 17: BUDGET OUT'TURN {Ksh bn)

'h.sloC
- Fioc n Fsrts adot lo GcP Raa0 (%)

CHART 11: '12-1{ONTHS CUIIULATIVE BUDGET OUT'TURN (Ksh bn)

tt

to

l.I

Sdrca: frur.y trd Gld Brilr oI l(rrr.

Revenue and Grants

During the first four months of the fiscal year

ZOO2/03, the Government collected receipts

amounting to IGh 64.4bn compared with Ksh

61.Obn in a similar period in fiscal yeat 2001/07

(Table 18). Of the total revenue collected, taxes

amounted to lGh 53.3bn or 82.9"/" of total

revenue and comprised the following,

. Income tax collections amounting to l<lsh

18.4bn or 34.5"/o of total tax revenue,

compared with llsh 16.8bn in the previous

year.

ValueAddedTax(VAT) receipts rose to lGh

18.6bn from lGh 16.4bn collected in the

previous year, accounting for 34.9Yo of total

tax collections.

a

XDJTIAIJJA

Import and excise duty receipts amounted

to IGh 16.4bn, down from IGh 16.7bn in

a similar period last fiscal year.

Non-tax revenue amounted to lGh 4.0bn

comparedwith IGh 3.8bn in asimilarperiod

last year.

a

TABLE lE: COITPOSITIOi{ OF GOVERN]||E}|T REVENUE

(Ksh bn)

Oct-01 Share Oct-02
Klh bn
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B U DG ETA RY DE Y ELO P M E NTS

ao User charges, fees and other levies

amounted to Ksh 4.1bn, dourn from Ksh

5.2bn collected in a similar period in the

last financial year.

a External grants amounted to Ksh 3.0bn,

IGh 0.7bn higher than the amount received

in a similar period lastyear.

Expendinrre and Net Iending

Government expenditure during the first four
montts of fiscalyear Z00Z/03 amounted to IGh

79.3bn, Ksh 13.6bn higher than in the same

period in the previous fiscal year (Thble 19).The

components of orpenditure were as follows:

Recurrent expenditure amounted to Ksh

69.7bn or 87.9o/o of total government

orpenditure, compared with Ksh 59.5bn or

90.6Yo in the same period last fiscal year.

Major items of recurrent orpendinrre were

as follows: '

Development ocpendinrre was lGh 9.6bn

or lL,LYo of the total government

enpendinrre, up from 9,4o/oin the pranious

year.

Financing

The budgetary developments in the first four
months of the fiscal year resulted in a financing

requirementoflGh 16.2bn. Thiswas lGh 10.0bn

lower than the financing requirement in a similar

period in fiscal year 2OOl/02 (Thble 20). The

financing sources comprised the following:

IGh 0.9bn from the Central Bank;

IGh 9.7bn from the commercial banks; and

. IGh 5.6bn from non bank sources.

The fundswere used to make a netrepaymentof

Ksh 3.6bn to external creditors, increase

govemment deposits at the Central Bank bv lGh

2.2bn, and finance the budget deficit of lGh

10.4bn.

a

a Interest payments amounted to IGh

13.6bn compared with lGh 10.9bn in

a similar period in the prwiousyear. Of
this, interest on domestic dekwas lGh

9.6bn, while interest on foreign debt

accounted for lGh 3.9bn.

a Expenditure on salaries and wages

stood at XGh 76.?bn compared with
IGh 25.3bn in the previous year.

a Other expendinrres were Ksh 29.4bn,

comprising mainly orpenditures on
operations and maintenance. This was

lGh 6.1bn higher than in a similar
period of the previous year.

a

a
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B U DG ETA RY DEV ELOP M ENTS

TABLE 20: ObVENTMETT F!ilANCIIIG REQUIREITEI{TS &

SOT RGES (l(rh bnl

Sourcce: Trc[ury & Cartd Brnk of Katyr

Government Borrowing from the

Central Bank

During the first five months of fiscal year 2002/

03, the Govemment made a net repayment to

the Central Bank of Ksh 4.3bn compared with

lGh 9.4bn in a similar period in the previous fiscal

year (Table Zl). Consequently, government

indebtedness to the Bank decreased from lGh

44.9bn inJune 2OOZtolGh 40.7bn as at the end

of November 2002.

The lGh 4.3bn decrease in Cenmal Bank credit

to the Government reflected the following

transactions:

A decrease of XGh 5.2bn in cleared items

awaiting debiting to the Paymaster General

account;

a

a

a

A decrease of lGh 0.2bn in the Cenral

Bank's holdings of rediscounted securities;

and

An increase of lGh l.1bn in the use of the

overdraft faciliry at the Bank by the

Govemment.

TABLE 21: GOVERT{iIEI{T GROSS BORROWING FROM THE

CENTRAL BANK (Krh bn)

sqD: Of,ilL.*0, fatF

bourco: Crntd Ernk ol Krnyr

m{nrcllGErlmofis
LT

hlr O,@cLl
tcrb

Bcrddilrd..tot
odrrlE(lUtdEir
31 CtnEd Bt*(id. ErB hfrtBf)

3.n CdrrrEt&l EIG(td d&PGl3)

33 iw*tdrcC
fEEahO(drystsst@(

TOTA

10'/l

t3
OJ

0J0

0.0

oo

u2
lc:l

tzt
ut
17

17

0r0

0.o

o0

,2

17.1

r59

37.0

3r.0

0.0

0.0

0.0

t@.0

1. B.ddffit

x lct
GOt tn Gl@

Effi(H|UET
krrseh&tstc&il
31 cdrrd 8rt
32 CamscaE*s

a3 ttrgtso.roe
Rd"dh ho<d€rrs alcEK

o0

GO

lc.2

oe

l.7

it
o0

0.0

1a2

o0

0,0

2ic
o0

EJI

0r
0.0

OJ

a2

0.0

0.0

97.8

0.0

s.2

1.6

z2

o0

1m.0

1. B4ast il,l3

s.

5. Prt\disdiIltrocsd
TOTA

Jn& Ocl{E ]5v& libmrl

ToL Goilillll O..lt (l+2+tla+q 440

0.0

o3

0.3

0.0

39
21

57

/(te

5.9

o0

0.0

0.0

s9
21

10

{,7
1.1

o0

o0

00

G9

21

0.5

{:t
1.1

42

4.2

o0

00

0.0

52

1. Osdt
2 Mc0.rEs€.rili6

TrEuytag

TtEuyE6
3 fl,lndEiBT/tils&ffi
4 lli/Fir6aislbosrrsf
5 OsdiEEhranit
kEzdtr

A,l'gbdo,s(frtrrit
AEnUlsdlt(Eb
,mrraCde

it a! o0

5,e 1.1 ' !.t

z9 7.6 -l 1

a8

o0

86

20 Kenya Monthly Economic Review, December 2002



Pusr.rc DEel

Overall Debt

Govemment public debt stood at lGh 624.lbn
as at end October 200?..This represented 63.4o/o

of GDP and was IGh 10.4bn higher than inJune

2002 (Table 22). Of this total public debt,

domestic debt was lGh 251.2bn or 25.5o/o of
GDP while foreign debt amounted to Ksh

37 7.9bn, representin g 37 .9o/o of G D P.

TABLE 22: KEiIYA'S PUBLIC DEBT (Ksh bn)

An increase of lGh 23.4bn in government

securities; and

A decrease of Ksh 4.2bn in other
govemment accounts.

TABLE 23: GOVERNMENT DOMESTIC DEBT (Ksh bn)

FqnJaEy2f0l dEtc ffi s rgul€doag6 b66 
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TABLE 24: ANALYSIS OF DOMESTIC DEBT (Ksh bn)
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Treasury Bills

The outstanding stock of Treasury bills increased

from IGh 82.1bn in June 2002 to Ksh 84.7bn in
November 2002 (Ttble 25 and Chart 12). The

stock of bills was disrributed among investors as

follows:

Banking irutitutions held 41.6% of the total.

The non-bank sector comprising insurance

companies, parastatals, individuals and

o

a
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Domestic Debt

The stock of domestic debt stood at Ksh

755.2bn at the end of November 7.002. This

represents an increase of lGh 19.2bn over the

first five months of the fiscal year 2007/03
(Tables 23 and 2$. The net increase of IGh

19.2bn in the stock of debt is explained by the

following developments, which occurred
benveen June 2002 and November 2002:

a
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P(/BLIC DEBT

other corporate entities held the remaining

58.4"/o.

Treasury Bonds

The outstanding stock of Treasury bonds

increased from lGh 106.3bn in June 2002 to lGh

\27 .Lbn in Novemb er 2002. The increase of lGh

20.8bn in the stock of bonds during the review

period reflected new bond issues amounting to

llsh 33.2bn and redemptions of lGh lZ.4bn.

TABLE 25: OUTSTANDING TREASURY BILLS BY HOLDER (Ksh bn)

2001
o/o Dec % Jun

The stock of Treasury bonds was held byvarious

investors as followst

Commercial banks and noniank financial

instirutions held bondsworth lGh 54.8bn

and lGh 2.0bn, respectively.

a

a Other investors, mainly individuals and

corporations, held bonds worth Ksh

70.3bn.

2fi2
o/o Oct % NovHolders

' Erdu&r rcgrchars cdcr Hlb

CHART 12: OUTSTA}IDIiIG TREASURY BILLS BY HOLOER (Krh bn)
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P(/BLIC DEBT

Gorrcrnment Long Term Stocks A repayment of Ksh 7.5bn to external

creditors, comprising IGh 6.5bn for Central

Government debt, and Ksh 1.0bn for
Govemment guaranteed debt.

a

There were no new transactions affecting long
term stocks betrveen June and November 2002

and, consequently, outstanding long-term
government stocks remained unchanged at the o

IGh 1.5bnlerrcl inJune ZCf,.Z. TheNationalsocial
Security Fund, held IGh 0.8bn of this, while the '
balance was held by the non-bank secror.

External Debt

Kenya's external debt decreased in the first four
months of the 2007/03 fiscal year from I<Gh

377.7bn as at end June 2002 to lGh 372.9bn in
October 2002. fu a proportion of GDP, extemal

debt declined to 37.9"/o in October 2002 from

41.0o/o inJune 2002. The IGh 4.8bn net decrease

in external debt reflected,

Disbursements amounring to Ksh 2.9bn.

Areualuation gain of lGh 0.2bn arisingfrom

the appreciation of the Kenya shilling.

Multilateral debt accounted for 59.0o/o of the

total external debt while bilateral creditors
accounted for 34.3"/" of the total stock (Chart

13). Commercial loans and export credit
accounted for 6.40/o and 0.37o of the total debt

stock, respectively.

CHART 13: EXIERNAL DEBT DISTRIBUTION
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The overall balance of payments was a surplus of

US$ 112m in the year to October 2002 compared

with a surplus of US$ 29m in the year to October

2001. The improvement during the period was

amibuted to a lower current account deficit and

increased capital and financial account surplus

(Table 26 and Chart 14).

TABLE 26: BALANCE OF PAYiTENTS (US$ m)'

Current Account

The current account deficit narrowed to US$

Z69m in the year to October 2002 from US$

327min a similar period of the previousyear. The

improvement in the current account was

amibuted to a reduction in the rade deficit by

35.4o/o, which more than offset the 39.9o/o

decline in the services account surplus. The

decline in transfers inflows and decrease in net

non-factor service receipts conrributed to the

reduction in the services surplus.

I

ouarl613 in Year to Octobsr 2002

OVERALL BALANCE

I. CURRENT ACCOUNT

Merchandis6
Exports (fob)

C otfee
Tea
H o rticulture
Oilproducts
Olher

lmports (cif)
oil
Chemicals
Manufactured goods
Machin€ry & transPort equiPment
Other

Servlcei
Non-factor services (net)

Of whicht tourism receiPts
lncome (not)

Of which: official interesl income
C urre nt Tra nsfe rs

P rivate (net)
Public (net)

It. CAPITAL & FINANCIAL ACCOUNT
Capltal Tranfs13 (nst)
Flnanclal Account

Oflicial, medium- & long-term
lnflows

Outflows
Private, medium- & long-torm (net)

Commercialbanks (not)
Other private, medium- & long-t€rm (net)

Short lerm and 6rrors & ommissions (net)

Grorr Roscrvc:
Official

in months of goods and non-factor services
C om m erci

' Revltsd to rltloct the now BOP prercntation lormat

" Provlrionrl

-268
472

13
'l 03

69
35

252

-195
524

26
115

74
14

293

.203
623

28
116

q7

15
406

-367
444

18
84
79
30

233

1034
2062

85
419
279

95
1 184

740
123
128
93

196
200

719
155
116

94
201
153

826
163
135
107
236
185

811
198
134
95

145
239

30 97
639
51 /t

38S
778
776

Yoar lo
Oct

Q1
Oct-Dec

2001

-08

Q2
Jan -M al

-39

Q3
Apr-Jun

2002

36

O.l
Aug- Oct"

-3

.t 89

199
141
82
-25
-25
83
66
17

t 534
1 096

3.5
438

Yoar to
O ct'

2002'

-265
29

-327

.1 600
1 896

103
453
242
168
930

3497
798
468
435
837
958

127 3

551
303
-123
-1 14
845
732
114

358
62

203
-31 4
194

-508
104
20
84

503

r 43t
10 21

3.0
410

98
l8
80

-1 3

43
-56
27
17
11

49

1112
1 035

3.2
406

105
l9
86
-12
69

-El
-63
-41
-23
110

t 510
1 087

3.5

13
16
.3

27
58

-31
-31
-51

20
-49

I 588
1112

3.5
476

765
170
281

-1 t8
-103
/113

342
71

381
72

300
-33
217

.2 50
-28
.34

6
202

I 534
l 00E

3.5
438

170
87
68

-43
-29
125
105

20

157
97
68
-28
-27
87
70
17

239
144

63
-23
-21

118
101

17

{66
19

147
-35
48

-83
39
40
-1

92

Sourcc: Cotbrl Ernk of KanYr
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Mercltandise

The rrade deficit narrowed to US$ 1,034m in the

year to October 2002 from US$ 1,600m in the

year to October 2001 mainly due to decline in
imports by US$ 400m and a $owth of USg

166m in export earnings. All categories of
imports, except chemicals, fell. The incrc r,. ;n

export eamings was attributed to a rise in rece/[)i"i

of horticultural and non-rraditional exports.

Receips of traditional exports, particularlytea ancl

coffee, however, declined following reduced

export volumes and prices.

Seruices

The surplus in the services account declined to

US$ 76Sm from US$ 1,273m in the year ro

CHART 14: TRENDS lN PRICES & VOLUMES OF MA,OR EXPORTS
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October 2001. The decline in the services account

surplus arose from a reduction in grant inflows

to both the private and public sectors bV US$

432m and a decrease in net non-factor service

receipts by US$ 81m. Net income payments,

however, declined.

Capital and Financial Account

The capital and financial account surplus

improved to US$ 381m in the year to October

2002 from US$ 356m in a similar period of the

previous year. This was mainly due to a decline in

official ourflows from US$ 508m to US$ 250m

and an increase in net capital transfer receipts by

US$ 10m. Net private medium and longterm

capital flows, howeveq declined to a net ourflow

of US$ 28m in the year to October 2002

compared with a net inflow of US$ 104m in the

previous year. Short-term capital inflows

(including errors and omissions) also declined to

US$ 202m from US$ 503m in the year to

October 2001.

Foreign Exchange Reserves

Following the improvement in the overall balance

of payments, official foreign exchange reserves

increased to US$ 1,096m, equivalent to 3.5

months of imports of goods and non-factor

services at end of October 2002 compared with

US$ 1,021m or 3.0 months of imports cover in

October 2001 (Chart 15). Foreign exchange

reserves of commercial banks also increased from

US$ 410m at end of October 2001 to US$ 438m

at the end of October 2007. Foreign exchange

reserves held by the banking system therefore

stood at US$ l,534mat the end of October 2002

compared with US$ 1,431m at end of October

2001.

CHART 15: FOREIGil EXCHAT{GE RESERVES
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Tiading at the Nairobi Stock Exchange imprwed,

in Novemb er 2007 compared with October 2002

with all the market counters posting increases in
tumover.

Equities Market

Trading at the equities market improved its
performance in November 2002 from October

2002 as reflected in the following market
indicators:

The NSE share index increased to close at

116I.63 in November 2002 from 1116.36

in October 2002 (Chart 16).

Foreign Inrrcstors Board

Trading at the counter resumed in November and

resulted in tumover of lGh 37m. Total foreign

inflows amounted to lGh 36.7bnwhile ourflows

amounted to Ksh 0.48m.

The Bond Market

Turnover at the secondary market for bonds

increased bv IGh 1.4bn or 54.74o/oto Ksh 4.0bn
in Novemb er 2007 compared with Ksh 2.6bn in
October 2002. This improved rumover largely

reflected Ksh 1.9bn or 45.7o/o increase in
secondary trading of government securities to

IGh 3.8bn in November 2007 from Ksh Z.6bn
in October. The arrerage yield on bonds decreased

to ll.07o/o in November 2002 from 11.39% in
October 2002, refl ecting the lower yield realised

on the special bonds.

a

O

a

a

Market capitalisation increased by IGh
5.3bn or 5.9o/oto lGh 96.5bn inNovember
2002 from IGh 91.2bn in October 2007.

The turnover ratio, defined as the
proportion of thevalue of shares traded to
market capitalisation, increased to 0.4olo in
November 2002 from 0.7o/o in October
2002.

The value of shares rraded increased by
84.60/o to Ksh 381.5m in November 2002
while the number of transactions increased

by 28.4o/o to 2,579 in November 2002
from 2,008 in October. Conseqendy, the

average value per transaction increased by

43.8o/o to IGh L47,963.29. in November.
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Introduction

I-eading economic indicators for the first nine

months of TAO}indicate that real GDP o<panded

by an annualised growth of 0.7"/o compared with

0.8% in the same period of 2001 (Thble 27 and

Chart 17). The slo* pace of economic recovery

continues to reflect the low domestic investment

atributed to uncertainty related to the general

elections. The relatively inefficient infr astmcture

CIIART 17: REALGDPGROWTH RATES, 1996'SEPTEilBER2002
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TABLE 27: REAL GROSS DOI,ESTIC PRODUCT AND RELATED AGGREGATES

A, o res

1 From the Econom ic SurveY, 2002.
2 Based on selected econom ic activities

Soorcn: C.ottd Buoru of St|0tilct md Crnlnl B.nk of Kdlyr

Real GDP
in 2001 (% )

An n u alised
SePt.

2oo1t1

stim ates
Sept.

20o2t2SECTO RSM

hare in

Agriculture
Manufacturing
Trade, Tourism & Hotels
FinancialServices
Building & Construction
Transport & Communications
Government
Others of which

N on-m onetarY Secfor
Domestic SerYices
OwnershiP of Dwellings
Other

Est. Real GDP (1982 Prlces)
Nomlnal GDP (at Factor cost)
Overal! GDP Deflator
GDP at Mkt Prices
MAIN SECTORS
Ag ric u ltu re
Manufacturing
Trade, Tourism & Hotels
FinancialServices
Building & Construction
Transport & Communications
Government
Others

Non-monetarY Seclor
Domestic SerYices
Ownership of Dwellings
Other

E st. DP Gro

24.1
1 3.0
12.7
1 0.6

2.4
6.2

14.7
16.3
5.7
2.9
5.7
2.0

1 00.0
772,893
7.4
895,278

25,050
13,573
13,200
11,000
2,450
6,360

15,240
17,149
5,990
3,053
6,000
2,106

104,023

25,z'.|.9
1 3,6 52
13,242
11,082
2,445
6,488

15,315
17,264
6,011
3,07 2
6,071
2,1 10

104,7 07

Annual Percentage Change
0.8 0.7
0.5 0.6
0.8 0.3
0.8 0.7
-0.5 'o .2
2.8 2.0
0.6 0.5
0.8 0.7
0.5 0.4
0.8 0.6
0.8 1.2
-1.0 0.2
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a

particularly roads, telecommunications and
power supply also contributed to the slow
economic recovery.

Agriculture

Major cash crops performed as follows in the first
nine months of 2002:

Sugar cane output increased by 36.90/o

compared with a decline of 70.0o/o in the
same period in 2001. Exports of
horticultural produce increased by tO.9o/o

compared with an increase of 3.3o/o in a

similar period of 2001. The increase in
output in these subsectors is attributed to
the favourable weather conditions in sugar

cane and horticulture growing areas and

access to new markets for horticultural
produce.

TABLE 28: GROWTH ll{ Ot Pt T OF KEY CROPS (%}

Sorrco: Colrrl &roar of ffio, Pfirrum Bord ot Xrryr, K.nyr Sngr
Ar0rrily, Sbd Bod d fmn ltd llCOA

Manufacturing

Key indicators in the manufacturing sector

evolved as follows:

The consumption of electricity, a major
input in the sector, increased by 3.7o/o

compared with a decline of 4.3o/"in a similar
period of 2001.

a

Ouput of tea, pyrethrum and sisal declined

by 5.8o/o, 15.9o/o and 3.4o/o respectively in
the first nine months of 2002 compared

with 3 5 .2o/o, 7 0.0o/o and 3 .7o/o increases in
the same period in 2001.

Coffee production declined by 22.?o/o in
the first nine months of 2002 compared

with a decline of 38.2o/o in the first nine
months of 2001. The continued decline in
coffee production over the last nvo years is

attributed to the low intemational price of
the commodity in recent years and
management problems in the cooperative

societies. The ongoing reforms in the sector

are, however, e>rpected to reverse the rend.

Exports of manufactures increased by8.1%
duringthe firsthalf of 2002 comparedwith

an increase of 6.90/o in the same period of
2001. The improved performance was

mainly as a result of increased access to
external markets in the East African
Community (EAC) and COMESA. In
addition, the African Growth and
Oppornrnities Act (AGOA) provided-access

to the United States market. For instance

exports of textiles and fabrics increased by

L96o/o in the first half of 7002 mainly due
to this opening.

Imported inputs for the sector, namely
chemicals and related products increased

by8.2o/o in the first half of Z}}lcompared
with an increase of ll.3o/oin a similar period

of 2001.

a

a

a

a

Grop 2000

Jan - Sept

2001 2002
Tea
Hortlculture
Coffee
Sugar cane
Pyrethrum
Sisal

-5.0
0.2

52.4
-'t 0.7

-5.0
-2.3

35.2
3.3

-38.2
-20.6
70.0

3.2

-5.8
1 0.9

-22.7
3 6.9

-15.9
-3.4
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The performance of selected manufacrLlred items

is shown in T[ble 29.

TABLE 29: PRODUCTION OF SELECTED ITIANUFACTURES (%)

Jtn -

2001

Sept

lbm 2002

CatraniseO sheets (MT)

Mineral water ('000 litres)

Soda a6h (MT)

Cement (MT)

Assembled \€hicles (units)

Processed Sugar (MT)

6.2

4.6

23.1

6.1

-1 3.8

-2',1.8

11.0

10.4

4.5

15.2

-20.2

39.4

Sourcc: Ccntnl Boruru ofStru.tc! lnd Krnyl Sug.rAuthortty

Building and Construction

The consumption of cement, the main input in

the sector, increased by 15.40/" in the first nine

months of 2002 compared with 2.lo/o increase

in a similar period of 2001. The increase was

largely in private sectorbuilding and constn-lction

projects as public sector building and

construction works experienced a slow down due

to government budgetary constraints.

Transport, Storage and Communications

The performance of key subsectors over the first

nine months of 2002 was as follows (Table 30):

Cargo handled through the Port of

Mombasa increased by 0.3% compared

with a $owth of 27.7"/o in the first nine

months of 2001.

Passengers through Jomo KenYatta

International Airport (}KIA) increased by

5.9"/o compared with an increase of 17.6/o

in the first nine months of 2001.

Cargo carried by the Kenya Railways

Corporation (KRC) increased by 2.60/o

during the first nine months of 200?.

compared with a decline of 7.0o/o in a similar

period of 2001.

Consumption of petroleum products

increased by 4.5"/" in the first nine of 7002

compared with a decline of 1.7 "/o in the same

period of 2001.

o

a

a

a

a Kenya Pipeline ComPanY (KPC)

throughput declined bv 3.1% compared

with an increase of 3.8o/o in a similar period

of 2001.

TABLE 30: PERFORMANCE IN iIAJOR SUB.SECTORS (%)

Sourcc: Ccnttll Burolu ofstdlttlct, Konyl PotttAuthority, Konyt R'llwry! rnd

Kcnyr Plpcllnc ComPrnY

Trade, Restaurants and Hotels

The tourism sector slowed down during the first

nine months of 2002 as follows,

Tourists arriving at the JKIA declined by

8.5o/o compared with an increase o{ 3.0"/o

in the same period in 2001. Tourists arriving

at Moi International Airport, Mombasa

(MIAM) also declined by 0.3o/o in the first

nine months of 2002.

a

Jan - Sept
2fi1 20ol

Cargo by KPA(tuff)

Cargo by KR (tuIf)

PsserBers throJKA

Il'no.rgfgi byKPC

Corsumdkndfuds

2..7

-7.0

17.6

3.8

-1.7

0.3

2.6

5.9

-3.1

4.5
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a Consequently, earnings in the sector
declined bv US $ 0f .t to US g 161.6m in
the first nine months of 2002 compared

with US $ 724.?m in a similar period in
2001.

Government Services

Government services over the review period
continued to be constrained by budgetary
constraints partly due to the delay in the
restoration of extemal financial assistance.

Economic Prospects in 20O3

The economy is expected to expand by ?.3o/o ia
2003. The growth momenrum will continue to
be driven by agriculrure and other related sectors.

Increased access to regional markets within the
EastAfrican Community (EAC), COMESA, and
other preferential arrangements such as AGOA
will also continue to be pivotal to improved
economic performance. Increased investor
confidence, hinged on renewed possibility for the
country getting back on PRGF program, will also

enhance$owth.

The slowdown in the sector largely reflects the
deterioration in the global economic
environment, fear of terrorists and the
uncertainty in the run up to the general elections.

Financial Services

During the first nine months of 2002, banking
institutions' pre-tax profits was Ksh 6.6bn
compared with IGh 8.1bn earned in the same

period of 2001. The decline in profitability was

partly due to the decline in interest rates over the
period. Provisions for bad and doubtful debts,

however, dec[ined to Ksh 4.8bn during the first
nine months of 2002 from Ksh 5.3bn in a

comparable period in 2001, while total expenses

of the sector declined to Ksh 3?.9bn compared
with lGh 40.6bn in the review period.
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(Amounts in IGh Millions)

Oct.
2001

Oct.
2002 M ovement

SETS

oreign Exchange

Advances and Discounts to Banks

lnvestment i n Government Securities

Government Accounts

Overdraft to Government of KenYa

Clearing Account

IMF funds onlent to Government

Non-i nterest Beari ng Government Debt

ebtors

tirement Benefits

roperty and EquiPment

r Assets
Revaluation Account
Times Tower

IAB!LITIES

urrency in Circulation

po Securities

eposits
Government of KenYa

Commercial Banks

Kenya

External

Non -bank Financial lnstitutions

IMF

Other Public Entities and Project A/Cs

r Liabilities and Provisions

apitaland Reserves

Capital
General Reserve Fund

Period's Surplus

142,933 159,109 16,176

142,933

78,413

873

1,384

39,439

159,109

86,087

5,361

1,376

45,848
5,850

980

2,101

36,91 7

1,696

287

812

17,642
17,642

16,176

7,674

4,488

-8

6,409

5,850

426
133

0

-148

-2

231

-2,468
-1,000
-1,468

554

1,968

36,917

1,844

289

581

20,110
18,642

1,468

48,902

7,430

79,574
37,777

22,800
28

430
10,450

8,089

6,607
1,500
4,248

859

53,060

21,687

70,383
27,071

23,858
20

218
9,682
9,534

12,387
1,500
7,978

2,909

4,158

14,257

-9,191

-10,706

1,058
-8

-212
-768

1,445

1,172

5,780
0

3,730

2,050

420 1,592

Source: Central Bank of KenYa
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The following changes occurred in items of the

balance sheet of the Cenrral Bank betrreen

October 2001 and October 20022

Assets

Foreign erchange increased bv IGh 7,674m to

Ksh 86,087m from Ksh 78,413m mainly due to

purchase of foreign exchange from the interbank

market

Depocits decreased by Ksh 9,191m to Ksh

70,383m due to a decrease in deposits of the

Gorrcrnment of lGnya h lGh 9,191 m. Similarln

deposits of IMF and qon-bank financial
institutions declined by IGh 768m and lGh

212m, respectively. Deposits of other public

entities, howerrer, rose by lGh 3,295m.

Other liabilities and provisions increased by

IGh 1,172mto lGh 1,592m.

Adrzances and discounts to commercial banks

increased by IGh 4,488m to lGh 5,361m.

Crovernment ascounb increased by IGh 6,4O9m

to IGh 45,848m in October 2002, mainly on

account of increases in the overdraft to

Govemment of Kenya and dearing house by IGh

5,850m and lGh 426m,respecti\rc1y.

Other assets, comprising raraluation account and

Times Tbner, decreased by IGh 2,468m to lGh

17,642m.

Liabilities

Currency in circulation increased by Ksh

4,158m to Ksh 53,060m from IGh 48,902m.

The stock of nepo securities increased bV XGh

l4,257mto lGh 21,687m.

Capital and rcserves increased h Krh 5,780m

to IGh 12,387m in the year to October 2002 due

to lGh 3,730m increase in the general reserve

fund and Ksh 2,050m increase in the period's

surplus.
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