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LEGAL BASIS FOR THE QUARTERLY ECONOMIC AND
BUDGEI]ARY REVIEW REPORT

The rQuarterty Economic and Budgetary Review Report is Published in
accordance with Section 83 of the Public Finance Management Act, 2012.lt
states as follows:

33. (l) An accounting officer for a national govemment entity shall prepare a

report for each quarter of the financial year in respect of the entity.
(2) In preparing a quarterly report for a national govemment entity, the

accounting offtcer shall ensure that the report-

(a) Contains information on the financial and non-financial performance of the

entity; and

(b) Is in a form that complies with the standards prescribed and published by the

Accounting Standards Board from time to time.

(3) Not later than fifteen days after the end of each quarter, the accotmting

officer shall submit the quarterly report to the Cabinet Secretary responsible for the

entity and the National Treasury.

( ) The Cabinet Secretary responsible for an entity shall forward a copy of the

report to tho Cabinet Secretary and Controller of Budget.

(5) Not later than forty five days after the end of each quarter, the National

Treasury shall-

(a) consolidate the quarterly reports and submit them to the National Assembly

and a copy of the reports to the Controller of Budget, Auditor General and

the Commission on Revenue Allocation; and

t.D) Publish and publicize the reports.

1.6) In the case of an entity that is a state corporation, the accounting officer for
the corporation shall submit the quarterly report to the Cabinet Secretary responsible

for the cotporation who shall, upon approving it, forward a copy to the Cabinet

Secretary.
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HIGHLIGHTS OF THE FIRST QUARTERLY ECONOMIC AND
BUI)GETARY REVIEW REPORT IN THE aO2ANIFY

il. Economic growth
ln 2020, the Kenyan economy has been adversely affected by the outbreak of Covid-
19 Pandernic and the swift containment measures, which have not only disrupted the

normal life and livelihoods, but also to a greater extent businesses and economic

activities. As a result, the economy grew by 4.9 percent in the first quarter of 2020
compared to a growth of 5.5 percent in the first quarter of 2019. The economy further
contracted by 5.7 percent in quarter two of 2020 from a growth of 5.3 percent in the

same quarter in 2019. The performance of most sectors of the economy contracted in
the second quarter of 2020. However, the economy was supported by improved
performmce of Agriculture, Forestry and Fishing activities, Health Services and

Mining and Quarrying activities.

',2. Stable prices
Year-on-year overall inflation rate remained low, stable and within the Government

target range of 5+l-2.5 percent since the end of 2017. This demonstrate prudent

monetary policies. The inflation rate was at 4.2 percent in September 2O2O up from
3.8 percent in September 2019. This was supported by a reduction in food prices

particulady cabbages, loose maize grain, carrots, oranges and Irish potatoes.

3. Interest Rates
Short-tenn interest rates remained fairly low and stable. The Central Bank Rate was

retained at 7.00 percent on September 29,2020 same as in April 2020 to signal lower
lending. The interbank rate remained low at 3.0 percent in September 2020 from 6.6

percent in September 2019 in line with the easing of the monetary policy and

adequate liquidity in the money market.

41. Money rnd Credit
Growth in broad money supply, M3, improved to 10.7 percent in the year to
September 2020 compared to a growth of 6.5 percent in the year to September

20l9.The improved growth in M3 was attributed to an increase in the Net Domestic

Assets particularly improvement in credit flows to the government and the private

sector.

lt. Balancs of Payments
The overall balance of payments position improved to a surplus of US$ 1,217.2

million (1.2 percent of GDP) in the year to September 2020 from a deficit of US$

1,058 million ( I .l percent of GDP) in the year to September 2019. This was due to an

improvonent in the current account balance as net imports declined and exports

improvod.

16. Foreign Exchange Reserves
The banking system's foreign exchange holdings remained strong at US$ 12,585.0

million in September 2O2O down from US$ 13,083.3 million in September 2019. The

offrcial foreign exchange reserves held by the Central Bank declined to US$ 8,765.1

million (5.4 months of import cover) in Septemb er 2020 compared with US$ 9,441.6

million (5.8 months of import cover) in September 2019.

lx



7. Capital Markets

Activity in the capital markets declined in September 2020 compared to September
2019, with equity share prices declining as shown by the NSE 20 Share Index. The
NSE 20 Share Index was at 1,942 points by end of September 2020 compared to
2,432 points by end September 2019. Consequently, market capitalization declined
from KSh. 2,190 billion to KSh. 2,148 billion over the same period.

8. Revenue Collection

The National Government's cumulative revenue collection including A-I-A for the
period between hiy ?O20-September 2020 amounted to KSh. 378.7 billion (3.4
percent of GDP) against a target of KSh. 428.9 billion. The revenue was below target
by KSh. 50.2 billion mainly due to underperfonnance in Pay As You Earn, Value
Added Taxes (both domestic and imports), Excise duty, Import duty and the
ministerial A-I-A.

9. Expenditure and Net Lending

The total expenditure and net lending inclusive of transfers to County Governments
for the period ending 30th September, 2020 amounted to KSh. 510.4 billion, against a
target of KSh. 565.3 billion. The resultant under expendiure of KSh. 54 9 billion is
mainly attributed to lower absorption recorded in both recurrent and development
expenditures by the National Government and delayed disbursements to County
Governments as a result of the protracted debate at the Senate over the county revenue
allocation formula.

10. Guaranteed Debt

The government did not service any guaranteed debt on behalf of Parastatals during
the period under review. Guaranteed debt to parastatals with liquidity problems had
been fully serviced.

I l. Fiscal Balance

The fiscal balance excluding gmnts (on a commitment basis) amounted to a deficit of
KSh. l3 1.7 billion (1.2 percent of GDP), as at the end of September, 2020.

12. External Financing

The Net Foreign Financing amounted to a net repayment of KSh. 22.5 billion (-0.2
percent of the GDP) during the period ending 3fth September, 2020.

13. Net Domestic Borrowing

Net domestic financing amounted to a net borrowing of KSh. 152.4 billion (1.4
percent of GDP) in the period ending 30th September, 2020.

14. Domestic Debt Stock

Total gross domestic debt stock increased by 21.2 percent from KSh. 2,851.6 billion
asatendof September,2019 toKSh.3,457.1 billionbytheendof September,2020.

15. External Debt Stock

The total external debt stock, including the International Sovereign Bond, stood at
KSh. 3,663 5 billion by the end of September, 2020. The debt stock comprised of
multilateral debt (38.8 percent), commercial debt (30.6 percent), bilateral debt (30.1
percent), and suppliers' credit (0.5 percent).

x



REC]]NT ECONOMIC DEVELOPMENTS

I.O RECENT ECONOMIC DEVELOPMENTS
1.1 Economic Growth

l. Prior to the outbreak of Covid-I9 pandemic, Kenya's economy was strong and

resilient despite the challenging global environment. In 2019, the economy remained strong
6d 6:xpanded by 5.4 percent down from 6.3 percent in 2018. The slower gpwth in 2019 was
partt:r due to slow agricultural activities following suppressed long rains in key agricultural
zoneri.

2. ln 2oT\,the Kenyan economy has been adversely affected by the outbreak of Covid-
lg lrandemic and the swift containment measures, which have not only disrupted the normal
life :urd livelihoods, but also to a greater extent businesses and economic activities. As a
result, our economy grew by 4.9 percent in the first quarter of 2020 compared to a growth of
5.5 percent in the first quarter of 2019. The slowdown in quarter one was as a result of the

decline in econonic activities in most of the country's major trading partners.

3. The economy further contracted by 5.7 percent in quarter two of 2O2O from a growth
of 5.:l percent in the same quarter rn 2019. The poor performance in the quarter was to a large

extent negatively affected by measures aimed at containing the spread of the COVID-I9
which included restriction of movement in and out of some counties, closure of learning
institutions, and closure of some businesses especially those dealing in Accommodation and

Foodl services atrd near cessation of international tavel. As a result, the performance of most

seclcrrs of the eoonomy contracted with output considerably constrained and, in some cases,

came to a complete halt (Tabte t).

4. The overall performance of the economy during ttre second quarter was however

cuslhioned from a deeper slump by improved growths in Agriculture, Forestry and Fishing
activities (6.4 percent); Health Services (10.3percent) and Mining and Quarrying activities
(10 0 percent). The Financial and Insurance activities (4.2 percent); Construction (3.9

penr,3na); Public Administration (5.7 percent); Information and Communication (4.3 pergent)

and Real Estate Activities (2.2 percent) also supported growth despite slowed positive
grourths during the quarter.

t
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Table 1: Sectoral GDP performance

Source of Data: Kenya National Bureru of Statistics

5. The agriculture sector recorded an improved growth of 6.4 percent in the second
quarter of 2020 compared to a growth of 2.9 percent in the corresponding quarter of 2019.
The sector's perfbrmance was supported by a notable increase in tea production, cane
deliveries, milk intake and fruit exports. The sector's contribution to GDP growth was at 1.5
percentage points in the second quarter of 2020 compared to 0.7 percentage points over the
same period in 2019.

6. The non-agricultural (service and industry) sectors was adversely affected by the
COVID-I9 pandemic during the second quarter of 2020. As a result, the sector contracted by
8.5 percent in the second quarter of 2020 down from a growh of 6.4 percent in a similar
quarter in 2019. The sector's contribution to real GDP was -5.6 percentage points in the
second quarter of 2020 compared to a contribution of 4.3 percentage points in the same
quarter of 2019.

7 . Services sector contracted by 1 1.0 percent in the second quarter of 2020 compared to
a growth of 6.8 percent in the s:Lme quarter in 2019. The decline was largely characterized by
substantial contractions in Accommodation and Food Services (83.3 percent), Education
(56.2 percent), and Transportation and Storage (11.6 percent). Growth in the service sub-
sector was mainly supported by financial and Insurance, Information and communication and
Public Administration. The Services sub-sector contributed -5.4 percentage point to real GDP
growth in the second quarter of 2020 compared to the 3.3 percentage points contribution in
the same quarter of 2019 (Table I and Chart l).
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Chart I: Contribution to Real GDP Growth.

Sorurc oflDrtr: Nltbnd Bureru of Stetbtics

8. The
to a growth
acti.vities in

sector contracted by 1.0 percent in the second quarter of 2020 compared
5.4 percent in the same quarter of 2019. This was mainly due to a decline in
electricity and water supply and manufacturing sub-sectors. Elecricity and

willer supply by 0.6 percent in the second quarter of 2O2O from a growth of 7.3

percort tn same quarter in 2019 while manufacturing contracted by 3.9 percent from a
gcrwth of 4.0
Construction

over the same period. The industy sector was mainly supported by the

sc(,tor
to 0.7

for
which glew by 3.9 percent in the second quarter of 2020. The industry
-0.2 percentage points of growth in the second quarter of 2020 compared

point confiibution to GDP in 2019 (Teble I and Chart 1).

l.il Inflation

9.Y overall inflation rate remained low, stable and within the Government
5+l-2.5 percent since the end of 2017 demonstrating prudent monetary

inflation rate was at 4.2 percent in September 2020 up from 3.8 percent in
in food prices particularly cabbageg looseSeptanber 19. This is supported by a reduction

maize grain, oranges and Irish potatoes. Similarly, overall annual average inflafion
remained Government target range at 5.3 percent in Septernber 2O20 compared to the
li.2 percent in Septanber 2019 (Chart 2a)
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Chart 2a: Inflation Rate

Source of Dete: Kenya Netiond Bureeu of Statbtics

10 Core inflation (Non-Food-Non-Fuel) contribution to inflation remaind stable at 0.5
percent in September 2020 compard to September 2Ol9 reflecting muted demand pressures
in the economy on account of prudent monetary policies. However, the contribution of fuel
inflation to overall year-on-year inflation rose to 1.5 percent in September 2020 from 0.3
percent in September 2020 on account of increasing petrol prices (Chart 2b). The major
driver of the overall inflation has been food inflation, but its contribution to ovemll inflation
has declined from 2.9 percent in September 2019 to 2.0 percent in September 2020 on
account of a reduction in food prices.

Chart 2b: Contribution to Overall Inflation

Source ofl)atr: Kenya Nrtiond Bureau ofStetbtics

ll. Kenya's rate of inflation compares favorably with the rest of Sub-Saharan Africa
counfies. In September 2Q20, Kenya recorded a lower inflation rate than Ugand4 Ghana,
Nigeria, Zaln,lfr.i4 Rwanda and Ethiopia (Chart 2c).
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RECENT DEVELOPMENTS
II

Chmt 2c: Retes in selected African Countries (Septemberr2020)

Sourcc ofDete:

l.3iInterest

t2.
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nltes ln

Ccntrd Banls

interest rates rernained fairly low and stable. The Central Bank Rate was
percent on September 29,2020 same as in April 2020 to signal lower lending
to support credit access by borrowers especially the Small and Medium

Enterprises, stressed by COVID-19 pandernic. The interbank rate declined to 3.0 percent in
Sleptember from 6.6 percent in September 2019 in line with the easing of the monetary
prolicy and to adequate liquidity in the money market. (Chart 3).

Chart 3: Term Interest Rates
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RECENT ECONOMIC DEVELOPMENTS

13. The 9lday Treasury Bills rate declined to 6.3 percent in September 2020 compared
to 6.4 percent in September 2019. Over the same period, the 182-day Treasury Bills rate
declined to 6.7 percent from 7.1 percent while the 364-day decreased to 7.6 percent from 9.6
percent.

1.4 Money and Credit

14. Growth in broad money supply, M3, improved to 10.7 percent in the year to
September 2020 compared to a growttr of 6.5 percent in the year to September 2019 (Table
2). The improved gfowth in M3 was attributed to an increase in the Net Domestic Assets
particularly improvement in credit flows to the government and the private sector.

Table 2: Money and Credit Developments (12 Months to September 2020 KSh. billion)
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15. NDA increased to register a growh of 17.3 percent in the year to September 2020
from a grourth of 4.7 percent over a similar period in 2019. This is largely due to an
improvement in net credit flows to both the government and the private sectors offsetting the
decline in credit to other public sector (Table 2, Chart 4).
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l6 sec"tor credit grew by 7.6 percent in the 12 months to September 2O2O

cormpared to growttr of 7.0 percent in the to September 2019 (chert 4[ This is
srryrported by continued recovery in dernand the COVIDI9 related disnrptions and

monetary poliry. Stong grourth in lending was mainly obserued in the
(12.6 percent); wholesale and retail trade (7.6 percent); transpo,rt and
(20.6 percent); Mning and Quarrying (8.2 percent) and consumer durables

The operationalization of credit Guarantee Scheme for the vulnerable Micro,
S,rnall and sized enterprises (MSMEs), will de-risk lending by commercial banks

year
from

to increasing credit to the sector

the banking syston in the year to September 2O2O contacted by 10.3 percent
year to September 2019. The
decline of the foreign culrency

NFA
crmpared to a growth of 12.6 percent in the contraction in
glrcwth
Central

of NFA was mainly reflected in the reserves by the
The NFA of commercial banks also declined during the review period as a

rc:zult of a in the commercial banks deposits with the non-resident banks (Tabte 2)

1.5 Bdance Payments

18. The balance of payments position improved to a surplus of US$ 1,217.2
million (1.2 percent of GDP) in the year to September 2020 from a deficit of US$ 1,058
nnillion (1.1 percent of GDP) in the year to September 2019 (Chart 5). This was due to

in the current account balance.
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19. The current account deficit stood at $ 4,921.0 million (5.0 percent of GDP) in
September 2O2O from a deficit of US$ 5,009.1 million (5.3 percent of GDP) in September
2019. The improvement in the current account balance was mainly due to the improvement in
the merchandise account balance and the Net primary income balance. The balance in the
merchandise account improved by US$ 1,340.1 million to a deficit of US$ (8,947.5) million
in the year to September 2020 on account of a decline in imports and a marginal increase in
exports. In the year to September 2020, exports grew by 2.8 percent primary being driven by
tea exports, on account of increased production and an increased demand for tea from the
UK. On the other hand, imports declined by 7.3 percent in the year to September 2020, as a
result of a reduction in the volume of oil imported and a decline in the value of imported
manufactured goods particularly iron, steel, machinery and transport equipment such as

vehicles, and SGR related imports.

20. Net services declined by 72.8 percent in the year to September 2O20 munly due to a
significant decline in transport services and travel receipts as a result of the uncertainty
associated with ttre Covid-I9 pandemic and the resultant containment measures. The cargo
throughput performed well during the review period and provided a buffer in terms of
transport receipts.

21. The capital account balance registered a sulplus of US$ 157.8 million in the year to
September 2020. However, this was a US$ 48.9 million decline compared to the balance
witnessed in September 2019. Net Financial Inflows declined to US$ 3,012.0 million from
US$ 6,714 3 million in the year to September 2019 (Table 3). The financial inflows were
mainly in the form of direct investments and other invesunents which stood at US$ 482.4
million and US$ 4,420.4 million, respectively in September 2020. The Net Porfolio
investments outflows stood at US$ 1,189.5 million.
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Teble 3: of Payments (US$ Mitlion)

Sourtr ofDrte:

1.6 Foreign

22. The system's foreign exchange holdings remained strong at US$ 12,585.0

milltion in 2020 up from US$ 13,083.3 million in Septernber 2019. The ofticial
fortign reserves held by the Central Bank was at US$ 8,765.1 million (5.4 months
of import ) in September 2020 compared with US$ 9,441.6 million (5.8 months of

September 2019 (Chart 6). This fulfils the requirernent to maintain reservesimprort cover)
at rninimum
shocks in the
in Sieptember

4.0 months of imports cover to provide adequate buffer against short term
exchange market. Commercial banks holdings increased to US$ 3,819.9

from US$ 3,641.7 million in Septernber2Ol9

Chart 6: Foreign Reselves by September,2020
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1.7 Exchange Rates

23. The foreign exchange market has largely remained stable but was partly affected by a
significant strengthening of the US Dollar in the global markets and uncertainty with regard
to the Covid-19 pandemic. In this regard, the Kenya Shilling to the dollar exchanged at KSh.
108.4 in September 2020 compared to KSh. 103.8 in September 2019 (ChartTa).

Chart 7a: Kenya Shilling Exchange Rate

Source of Data: Central Bank of Kenya

24. In comparison to most Sub-Saharan Africa currencies the Kenya Shilling has

remained relatively stable weakening by only 4.4 percent against the US Dollar (Chart 7b).
This depreciation in Kenya Shilling was lower than that of the Burundi Franc, Botswana
Pulq Rwanda Franc, Ghanaian Cedi, Nigerian Naira" Mauritius Rupee, Namibian Dollar and
South African Rand.

Chart 7b: Performance of Selected Currencies against the US Dollar (Septemberr2019
to September,2020)
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FISCAL DEVELOPMENTS

2.0 FISCAL DEVELOPMENTS

2.1 Revenue

26. By the end of September 2020, total revenue collected including A-I-A amounted
to KSh. 378.7 billion against a target of KSh. 428.9 billion (Table 4). The revenue was
below target by KSh. 50.2 billion mainly due to underperformance in Value Added Taxes
(both domestic and imports), Pay As You Earn (PAYE) excise duty, ministerial A-I-A
and the import duty. The total revenue inclusive of the ministerial A-I-A contracted by
10.1 percenq a decline from a growth of 15 I percent recorded in September 2019. The
decline is attributed to the diflicult operating environment due to the Covid-19 pandemic
which has been adversely affecting revenue performance from March 2020. Ordinary
revenue collection was KSh. 342.6 billion against a target of KSh. 384.3 billion, KSh.
41.7 billion below the target (Chart 9).

27. The ministerial A-I-A collected was below target by KSh. 8.5 billion during the
period under review. The underperformance of A-I-A was mainly due to underreporting
of SAGAs' A.I.A through the Ministerial expenditure returns for the period under review.
The Railway Development Levy collection amounted to KSh. 6.3 billion against a target
of KSh. 6.9 billion. The revenue data in Government Finance Statistics Manual 2014
(GFSM 2014) format is shown in annex II.

Table 4: Government Revenue and External Grants, Period Ending 30th September,
2020 (KSh. Millions)

2019t2020
Actual

202012021 Deviatiou
KSh.

o/o

Growth
Actual' Target

Total Revenue (a+b)

(a) Ordinary Revenue
Import Duty
E><cise Duty
PAYE
Other Income Tax
VAT Local
VAT Imports
Investment Revenue

TrafIp Revenue

Taxes on Intl. Trade & Trans.(IDF Fee)

Others 
I

@) Appropriation In Aid 2

o/w Railwav Develonment Lew

42r,t59

384,351

25,729

49,725

98, I 99

82,522
59,462

46,317

6,087

1,o92

5,750

9,468

36,8m

5.538

378,678

342,581

23,167

47,354
71,556
79,692
4l,l5l
4t,911
2l,321

1,o52
8,408

6,968

x,w7
6_279

428,898

38/,,327

26,344
56,947

90,712
76,642
61,180

52,901

2,593
972

6,826

9,zt0

44,571

6.901

(50,220)

(41,746)
(3,176)
(e,5e3)

(l 9,r 56)
3,050

(2O,029)
(10,990)

18,728

80

t,582
(2,242)

(8,474)

(621\

(10.1)

(10.e)
(10.0)
(4.8)

(27.t)
(3.4)

(30.8)
(e.5)

250.3
(3.7)

46.2

(26.4)

(l.e)

13.4

( c) Exteraal Grants

Total Revenue and Erternal Grants

2,8O2

423.96t

3,915

382.593

8,412

437.310

(4,4eT

(y.7tT

39.7

(9.8)

Total Revenue end Extemal Grents as a
pertentanse of GDP

4.09 3.40 3.88

l/ includes rent on land/buildings, fines and forfeitures, other taxes, loan interest receipts reimbursements and other
fund contributions, fees, and miscellaneous r€venue.
2/ includes receipts from Road Maintenance Levy Fund and A-I-A from Universities
rProvisional

Source of Data: National Treasury
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-
?,8. As a proportion of GDP, the total revenue and grants in the period under review
rvas 3.4 per6ent compared to 4.1 percent in the corresponding period in the FY 2019120.
'Jiotal grants amounted to KSh. 3.9 billion against a target of KSh. 8.4 billion, which is an

under perforrnance by KSh. 4.5 billion.

Chart 9: Revenue Period 3oth 2020
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2.2 Exp0nditure

29. The total expenditure and net lending for the period under review amounted to
KSh. 510.4 billion, against a target of KSh. 565.3 billion. The resultant under expenditure

of KSh. 54.9 billion is mainly attributed to lower absorption recorded in both recurrent

and develofment expenditures by the National Government and delayed disbursements to
County Gqvernments as a result of the protracted debate at the Senate over the county

revenue allbcation formula. Recurrent expenditure for National Government amounted to
KSh. 357.1 billion (excluding KSh. 2.4 billion for Parliament and Judiciary), against a

target of KSh. 397.7 billion leading to an under expenditure of KSh. 40.6 billion. The

under expqnditure in recurrent category was mainly due to below target expenditure on

Operation and Maintenance (O&M) attributed to the scaled down operations of the

National Government in first quarter of the FY 2020121 following Covid-l9 Pandemic. In
addition, the under expenditure in recurrent is also due to lower than projected payments

in compen$ation of employees, pension and foreign interest (Table 5 and Chart l0).
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FISCAL DEVELOPMENTS

Table 5: Expenditure and Net Lending, Period Ending 30th Septembcr,2020 (KSh.
Millions)

*hovisional

Source of l)ata: Natbnal Treasury

30. Foreign interest payments amounted to KSh. 34.1 billion, comparable with the
KSh. 34.2 billion paid over the same period in the FY20l9l2O. The domestic interest
payments totalled to KSh. 81.2 billion, which was higher than the KSh. 76.3 billion paid
in the corresponding period in the previous financial year. The expenditure data in GFSM
2014 format is shown in annexes trI and IV.

2019t2020
Actual

m20tm2t Deviation c/c Growth

Actuel' Tersets

1. RECT'RRENT
Domestb Interest
Foreign Interest
Pensions & Oth€r CFS
Wares and Salaries

I,1,282
76,250
34,163

26,259

109.7r9

357,131

81,169

34,134

26,189

I 18.570

$7,694
71,535

42,770
3t,342

124.083

(40,563)

9,633
(8,637)
(5,1 53)
(5-514)

(6.3)

6.5
(0.1)
(0.3)

8.1

Operation and Maintenarrce

OAV : Aomopriation-in-Aid
134,891

24.483

97,070
17.772

127,963

27-468

(30,893)
r9-696')

(28.0)
(27.4\

2. DEVELOPMENT
Devebpment Projects (Net)
Payment of Guaranteed Loans
Appropriation-irrAil

3. Comty Governrnents
4. Parlimentary Service

5. Judicial Service
6. Eqrrqlizatful P*,6
7. CF

95,900

57,508

330
38,M2
57,542
6,934
2,967

t22,WI
88,932

33,126
28,839

1,555

804

89,979

39,761

48,46
u,999

8,810

3,825

1,753

32,V18

49,171

(15,3,10)

(36,160)
(7,25,5)
(3,021)
(1,753)

Tt.3
54.6

(100.0)
(13.0)
(4e.e)
(77.6)
(72.e)

TOTAL EXPENDITT'RE w-626 510^38? 565.3ffi (y.92ll (6.3)
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Chart 10: Expenditure and Net Lending for the Period Ending 30th September,
2020
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2.2.1 National Government Expenditures by Public Agencies
31. The total ministerial and other public agencies expenditure including A.I.A was

KSh. 344.0 billion against a target of KSh. 472.0 billion. Recurrent expenditure was KSh.

220.6 billion againJt a target of KSh. 313.6 billion, while development expenditure-

amounted to KSh. t23.4 billion against a target of KSh. 158.4 billion. The percentage of
total expenditures to the target was 72.9 percent while the percentage of total _expenditures
to the target for recurrent and development were 70.4 percent and 77.9 percent

respectively, as at the end of the period under review. The discrepancy between actual and

target expenditures was partly due to the non-capture of the para_statals and some other

goi"-rnint entities eipenditures. These ministerial expenditures are therefore,
provisional.

32. As at the period ending 30th September, 2020, reculrent expenditures by the State

Department for Early Learning and Basic Education, State Department for _University
Education; Teachers Service Commission; State Department for Vocational and Technical

Training and the Ministry of Health (Social Sector) accounted for 50.6 percent of total

.""roeit expenditure. In addition, the State Department for Interior and the Ministry of
Defence aciounted for 6.3 percent and 2.0 percent of total recurrent expenditure

respectively.

33. Analysis of development outlay indicates that the State Department for Transport

accounted for the largest share of the total development expenditure (17.7 percent),

followed by the State Deparfnent for Infrastructure (17.3 percent), State Department for
Planning (il.t percent), Ministry of water and Sanitation (10.2 percent), and the Ministry
of Health (5.9 percent). The expenditures by large Ministries/State Departments were

below target beiause of underreporting of expenditure from the sub-national, parastatals

and some donor funded projects. Table 6 shows the recurrent and development

expenditures by Ministries, State Departrnents and other government entities for the

period under review.
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Table 6: National Government Expenditures by Public Agencies, Period Ending 30th
2020 Millions

rProvisional

Source of Data: Nationel Treesurv
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FISCAL DEVELOPMENTS

34. During the period under review, the Energy, Infrastructure and Information,
Communication, Technology (EI&ICT) Sector recorded the highest absorption of 122.5

percent of its budget, followed by General Economic and Commercial Affairs (GECA) at

85.7 percent. National Security recorded the lowest absorption of 21.4 percent (Chart I l).

Chart 1l: Sectoral Budget Absorption as at 30th September' 2020

Source of l)ata: Nationd Trersury

2.2.2 Pending Bills
35. The total outstanding national government pending bills as at 3fth September,

2020 amoulted to KSh. 346.2 billion. These comprise of KSh. 284.5 billion (82.2

percent) and KSh.6l.7 billion (17.8 percent) for the State Corporations (SC) and

MinistrieVstate Departments/other government entities respectively. The SC pending

bills include payment to contractorVprojects, suppliers, unremified statutory and other
deductions, pension arrears for Local Authorities Pension Trust, and others. The highest
percentage of the SCs pending bills (61.8 percent) belong to Contractor/Projects and

Suppliers. Ministries/State Departments and other government entities pending bills
constitutes mainly of historical/contested pending bills as at the end of the 2019120 FY i.e.

Court awards and others. The national Government policy of clearance of pending bills is
still in force. All MDAs are therefore, expected to continue with prioritization of payment

of the pending bills by settling them as a first charge in the FY 2020l2l budget in line
with the Treasury Circular No. 7/2019.

2.2.3 Guaranteed Debt Service
36. The government did not service any guaranteed debt during the period under
review since cumulative principal and interest payments of guaranteed loans to parastatals
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FISCAL DEVELOPMENTS

with liquidity problems were fully paid. All other parastatals with guaranteed debt are
servicing their debts hence no need for Government intervention.

2.3 Fiscal Outturn

37. Between lst July, 2020 and 30th September, 2020, the fiscal balance (on
commitment basis and excluding grants) amounted to KSh. 131.7 billion (1.2 percent of
GDP) against a targeted deficit of KSh. 136.4 billion (1.2 percent of GDP) (Chart 12 and
Table 8). The fiscal balance (on a commitment basis and including grants) stood at l.l
percent of GDP against a target deficit of l. I percent of GDP.

Chart 12: Fiscal Balance as at 30th September,,2A2O
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Source of Data: National Trcasury

38. Over the same period in FY20l9l2O, the fiscal deficit including grants (on
commitrnent basis) stood at KSh. 120.7 billion (l.l percent of GDP). The fiscal outturn in
the last six FYs, the original budget and Budget Review and Outlook (BROP) figures for
the FY 2O2Ol2l are shown in Annex I. Further, GFSM 2014 Compliant Budgetary
Central Government fiscal data for the FY 2020121are shown in annexes V and VI.
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Table 8: Budget Outturn, Cumulative Ending 30th September, 2020 (KSh. Millions)

rProvisional

Source of Data: National TreasurT
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2.4 Financing

2.4.1 ExternalFinancing

39. During the period under review, net external financing amounted to a net
repayment of KSh. 22.6 billion (Table 9). Total disbursements (inflows) including
Appropriations-in-Aid amounted to KSh. 24.8 billion for the period ending 3fth
September, 2020 against a target of KSh. 40.9 billion. The actual total disbursement
included KSh. 16.l billion Project Loans A.I.A and KSh. 8.7 billion Project Loans-Cash.
The External repayments (ouflows) of principal debt amounted to KSh. 47.4 billion. The
amount comprised of principal repayments due to bilateral sources, commercial
institutions, and multilateral sources amounting to, KSh. 21.4 billion, KSh. 18.6 billion
and KSh. 7.4 billion, respectively.

Table 9: External Financing, Period Ending September,2020 (KSh. Millions)

tProvisional

Source of Data: National Treasury

2.4.2 Domestic Financing

40. By the end of September 2020, net domestic borrowing amounted to KSh. 152.4
billion (Table l0) against a target borrowing of KSh. 136.2 billion (Table t). The
borrowing comprised of KSh. 152.1 billion from commercial banks, KSh. 117.8 billion
from Non-Banking Financial lnstitutions, KSh. 1.0 billion from Non-Residents and a
deposit and a repayment of KSh. 1,287 and KSh.l l7 2 billion respectively to the Central
Bank. Comparatively, for the same period in 2019120, the domestic borrowing amounted
to KSh. 82.0 billion, comprising of KSh. 57.8 billion from Non-Banking Financial
Institutions, KSh. 13.2 billion from the Commercial Banks, KSh. 8.3 billion from the
Central Bank of Kenya, 1.2 billion from other domestic sources and KSh. 1.5 billion from
Non-Residents (Table 10 and Chart 13).

Quarter I
2019120

Quarter I
2020121

Cumrlative September 2020

Actual Actual* Actud* Target

DISBUtrLSEMENTS:

Project Cash loars
Project loars A-I-A
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Chart 13: estic for the Period 30th 2020

Source of l)rta: Cenbel Benk ofKenya

41. 'Ihe 
$ock of Treasury Bills held by Non-Banks and Non-Residents recorded a net

decrease of lKSh. 3.2 billion and KSh. 0.5 billion respectively while those held by
Commercial panks increased by KSh.l7.7 billion. The stock of Fixed Rate Bonds held by
Non-Banks, pommercial Banks and Non-Residents recorded a net increase of KSh. 97.9

billion, KSh. 86.7 billion and KSh. 0.9 billion respectively (Table 10).
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Table 10: Domestic Financing, Period f,nding 30th September,2020 (KSh. Millions)

Note: Treastry Bills as retlected here are givm ot cost value as opposed to Table I 2 given at face value
*provisional

Source of Data: Central Bank of Kenya
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3.0 PUBLIC DEBT

3.1 Overrll Debt Position

42. The gross public debt as at 3fth September, 2O2O increased by KSh. 1,157.2
billion to KSh. 7,120.6 billion compared to KSh. 5,963.4 billion as at end of September

2019. The gnrss public debt comprised of 51.4 percent external debt and 48.6 percent
domestic debt. The increase in the public debt is attributed to external loan disbursements
and the uptake of domestic debt during the period. The net public debt was KSh. 6,500.5
billion by end of the period under review (Table 11).

Table 11: Kenya's Public and Publicly Guaranteed Debt, September,2018 to
ber 2020 Millions

'Provisional
Source ofData: National Treasury

3.2 Domestic Debt

43. The stock of gross domestic debt increased by KSh. 605.5 billion from KSh.
2,851.6 billion in September 2079 to KSh. 3,457.1 billion in September,2020. The net

domestic debt was KSh. 2,837.1 billion by end of the period under review (Table 12).
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44. The stock of Treasury Bills held by Central Banh Commercial Banks, Non-
Banking Financial Institution and Non-Residents declined by KSh. 34.2 billion from KSh.
928.9 billion in Septernber 2019 to KSh. 894.7 billion in September 2020. The total stock
of Treasury Bonds, which include Floating Fixed Rate, Special and Zero Coupon Bonds,
increased by KSh. 401.0 billion from KSh. 1,355.4 billion in September 2019 to KSh.
1,756.4 billion in September2020 (Chart 14)

Chart 14: Domestic Debt Stock Instruments

l,&'O,ooO

r,@o,@o

I,ZI)O,OOO

I,2IX),OOO

l,(Do,ooo

8{x) ooo

@o,o@

400,@o

200,ooo

Sept-2o19 Sept-2O2O

ITE6E). Elods I Trcuwy Bille I OlheE a Frczcn Govcmat A./Cs

--I
-- I
I I
G I!E

I
-t
II
ca

Sourcc of Dete: Ccntrel Benh of Kenya

24



FISCAL DE PMENTS

3.3 External Public Debt

45. In dollar terms, external public debt stock increased by US$. 3,812 million from
US$. 29,953.?9 million by end of September 2019 to US$. 33,765.80 million by the end

of September, 2020 (Table 13). The increase is attributed to a rise in external

disbursements made during the period. The debt stock comprised of 38.8 percent, 30.6

percent, 30.1 percent, and 0.5 percent owed to multilateral institutions, commercial

sources, bilatoral sources, and export credit respectively.

Table 13: Konya's Externat Pubtic and Publicly Guaranteed Debt September, 20lt -
ber Millions

'hovisional
" include IMF item
l/ irrcl. Intemrtional Sovereign Bond
Note: The exchange rate as at end Septernbcr 2020 was KSh. 108.5 perdollar
Source of Data: National Trcasuly
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46. Compared to the same period in FY 2019120, external public debt stock from
bilateral sources, multilateral institutions and Commercial Banks recorded an increase in
the period ending September, 2020. External debt stock from suppliers' credit remained
constant in September,2Ol9 and September,2020 (Chart 15).

Chart 15: External Public Debt Source

Source of Data: National Treasury

3.3.1 External Debt Service

47. By the end of September 2020, the total cumulative debt service payments to
external creditors amounted to KSh. 8l 5 billion. This comprised of KSh. 47.4 billion
(58.1 percent) principal and KSh. 34.1 billion (41.9 percent) interest (Table 14).
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Table 14: Exlernal Debt Service, July 2020 - September 2020 (KSh. Million)

I Provisional
Source of Dda: National Trcasury
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FISCAT, DEVELOPMENTS

48. By the end of September 2020, the total cumulative debt service payments to
external creditors comprised of 44.8 percent, 42.0 percent and 13.2 percent of the total
payments to bilateral, commercial and multilateral creditors respectively (Chart l6).

Chart 16: External Debt Service by Creditors at end of September,Z0}O

t3_2
2.09.,,o oBilateral

I N'Iultilateral

IConrmercial

.[4.80'o
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ANNEXES

4.0. ANNEXES

Annex I: Fiscal Results, 20l4lLS - 202012021 (KSh. Millions)
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35,240
t5,49
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56,84t

Gar,r..t:

G.r,r{rl
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146,793
494350

hhrrn}Fof GDF
A.TOTAL R-EVENTJE

l.OrdEryRavtE
kDmTq
VAT
Itrpod Dty
EE Dry
OttsRa6E

z.eppoprrlin -in-Aid
B. XPENDITURD & NET LENDING

l.R.ceDl
WagEs 8rd Sshb
Irfqld PEtrEfi
D(rctcbbct
FoqnlrrGtDE
P6irD' cb
O&lvt/OttB

dfr6api{rki{il

2.DrwbpDrae il.ll.rq
Oorctcpnat nolccrs
ApPIoPIetlirFAif
Pryrnt ofgrancrd b@
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5.furysq"br
6. Ixtrcbl Swbc
7. EqBrdiIFud
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tr'.DEtr'ICIT INCLGRANTS (Coden Brtb)

G.ADruSTMENT TO CASH BASIS

ILDE 'lcIT INCLGBANTS (crth BUL)
LFINANCING

FwEnFrErB
N€r DonBE FirarriE
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17,7

8.7

4.5

1.3

2.0

1.3

1.3

28.1
15.4

5.1

2.9

2.4

0.6

0.6

6.1

0.9

tl
5.1

1.7

0.0

0.1

3.9
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0.2

0.0
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l&
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1.5
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0.8

6.4

l.l
73
5.1

2.0

0.0

0.1
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0.2
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0.7
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4.0

3.1
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t.2
2.2

l.I
t.'1
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4.4

3.5

2.8

0.8

0.8
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0.8
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5.1

3.1
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0.2

0.1
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Ll
2.2

242
16.5

4.5

4.0
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0.8
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5.t
3.1
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o.o
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o.0)
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5.4
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lat
6.t
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4.1

4.1
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2.'
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(l.0.
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o.5
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4./

Mauadtmltsr
Nwid GDP d MatC prbc (Ksh rflbn) 5,831,528.0 6,109,611.O 7,6',t5,1r2.O &518,m4.0 9,303,050.0 10,196618.5 r 1266,646.8 11275,797.0

Source: National Treasury

29



ANNEXES

GFSM 2014 COMPLIANT TABLES FOR BUDGETARY CENTRAL GOVf,RNMENT

Annex II: Revenue (KSh. Millions)

lAncludes Capital Gains Tax and Stamp duty
2/Includes Ordinary excisc, RML, PDL, Electricity levy
3/ Irrcludcs Import duty, RDL, IDF
Source: Netional Trcesury

I)escription

Amuat Brdget
Estimtes
Fv2020l2r

PneL Actual
FY202021ot

Accounting method:
Revemrc
Ta:res

Taxes ea i6syrn, profits, and cagital gaim
Payable by individuals
Payable by corporations ard other efferprises

Taxes on goods and senices
General tanrcs on goods ard services

Value-added taxes
Taxes on financial and capital transactions'

.2
.trxcrses

Taxes on interrational trade and h:areacti,ore

Custorre arrl other irport drties3
Social contrihrtiom
Other social contrihrtiore

Errpl oyee corrribrti ons
Grants

From forei gn goverrrments

Current
Capital

From irtrernational organizati ons
Current
Capital

Othr nevenue
Prcperfy incore

Irterest
Dividends
Rerf

Sales of goods and serwices
Administrative fees

Flnes, pemlties, and forfeits
Miscellanes1p qnd rmi&ntified revenue

&sh
11949r4'i,3

1,649,274
685,014
376,991
308,O22
8O1,556
499,951
481,612

17,339

302"605
162,704

162,704
492
492
492

56,841
32,739

32,739
24,1O2
24,1O2

242,89O
48,103

1,660
40,906
5,538

191,844
191,844

1,812
l,l2l

C-ash

382,593
345,947
t51,,4E
71,556
79,692

l56r8il4
86,597
83,062
3,535

70,247
37,855

37,855
36
36
36

3,915
3,915

3,915

32,695
22,336

3

21,321
l,ol3

lo,t2t
lo,l2l

229
9
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ANNEXES

Annex III: Expense (KSh. Millions)

Source: National

GTSM

Code D,oriptlnt

Annual Budget

Estimrtes

IY2020/21

Pre[ Acturl

FY2020nl Ql

24

241

242

25

251

252

26

262

262t

2622

263

261 I

2632

27

273

28

282

2

2l

2ll
2t2

2t2t

22

Accounfitg nethod:

frpense

Composrtion of emphyees

Wages and salanes

Socid tontributions

Actual social contrbutions

Lseof gmds rnd senices

O'lrV Defence and NIS

Free Secondary Education (tSE)

Free Primar-v Educuion (FPE)

Intererlt

To nomesidents

To residents other than general government

SuNdics

To public corporations

TO private enterprises

Gnnh

To irttrnrtiorrl orgrniations

Cunent

Capial

To otler genenl government units

Cunent

04il Transfer to County Govemments (ES)

Trosfer to 0,thr levels of Government (S0E$

Capial

0,'W Transfer to County Governments (ES)

Transfer to 0ther levels of Government (SOE$

Socid hnclih

Employer social benefi ts

Othe expme

Miscellaneous oft er expense

Corih

2,692,937

5ilJ68

507rm
4,168

4,168

24$197

145,324

62,ffi\

12,401

4fi,1m

154,684

30E,424

1J33,435

787,437

221,550

565,887

545,998

94,950

451,048

119,742

ll9,7a

r4lr8

14J88

ur,ols
4,200

4,2N

Cgf,h

4t3Jsr

lJ,gJ37

ll8,58l
655

655

37J49

34, l l8

It5,845

e4201

18,35 I

75,852

91,641

7,865

83,777

25.,625

25,626

7

It5,845

ilsJ02

34,134

81,169

3l



ANNEXES

D'escrifiion

Annual Budget
Estirnates
Fv2020l2t

PreL Actual
F.v2020l2r ol

Accounting method:
Change in Net Worth: Transactions
Net acquisition of nonfinancial assets

Ftxed assets
Buildings and structures
Other fixed assets

Net acquisition of financial assets
Currency arrC deposits (Donrestic)

Net incurrence of liabilities
Domestic

Securities other than shares
I-oans
Other Accounts Payable

Forcign
Securities other than shares
Loans

Cash
(746,751)

95,646
95,646
93,258
2,388
(627)
(627)

841,77O
494,977
494,977

346,793
124,O94
222_699

Cash
(a4,279)
26,541
26,541
25,874

667
133,,52
133,252
244,O72
266,709
276,738
(lo,o28)

(22,637)

Q2-637\

Annex fV: Transaction in Assets and Liabilities (KSh. Mitlions)

Source: Nrtional Trcasury
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ANNEXES

Annex V: Statement of Sources and Uses of Cash (KSh. Millions)

4/Vertical check: Difference between cash surplus/deficit and total net cash inflow from financial activities

Source: National Treasury

GFSM

Code Description

Annual Budget

Estimrtes

FY2020m

Prel. Acturl

FY2020/21

Qr

)'{FB

I

ll
t2

l3

l4
)

2t

22

24

25

26

27

28

3lA

3ll,
7

32x

321

322

33

331

332

Accomting method:

Cash tlows from Operating Activities:

Cash receipts from opersting activities

Taxes

Social contributions

Grants

O(her receipts

Cash payments for operating activities

Compensation of employees

Purchases of goods and services

Interest

Subsidies

Grants

Social benefits

Other payments

Net cash inflow from operating rctivities

Cash Flows from Investments in NonfinancialAssets

(NFAs):

Purchrses of nonlinancial assets

Fixed asses

Net ush outflow: investments in NFAs (31=31.1-31,2)

Cash surplus / dcficit

Cash Flows from Financing Activities;

Net mquisition of financial asets other than cash

Domestic

Foreign

Net incurrence of liabilities

Domestic

Foreign

Net cash inflow from financing activities

Net change in the stock of cash

Ststittic al Dis cr epan cy 4

1,949,48E

1,u9,274

492

56,841

242,880

2,692,937

511,368

246,797

463,108

(627)

(627)

Cah

r

1,337,635

119,742

14,288

(743,450)

95,646

95,646

95,646

(839,096)

ul,77o
494,977

346,793

842)97

3,301

7

3t2,593

345.947

36

3,915

32.695

4E3Js8

n9.231

37J49

115.302

Cash

185,M5

25,626

(100,765)

26,541

26,541

26,541

(t27307)

133.252

t33.252

2U,072

266.709

(22,637)

377324

(16,486)
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ANNEXES

Annex VI: Statement of Government Operations (KSh. Millions)

5/Vertical check: Dfference bctrveen net lending,/borrowing and financing
Source: Nrtbnal Trcasura

I)escription

Annual Budget
Estirnates
BYzo/2o,l2t

PreL Actual
r.y202o.l2r Qr

Accounting method:
Transactions Affecting Net Worth:
Revenue

Taxes
Social corrtribtrions
Grarrts
Other revenue

Extrrense
Compensati on of empl oyees
IJse of goods and services
Interest
Subsidies
Grarrts
Social berefits
Other expense

Gross operating balance
Net operating balance
Transactions on Nonfinarrcial Assets :
Net Acqrrisition of Nonfinancial Assets

Fixed assets
Net lending ./ borrowing
Trarsactions on Ftnancial Assets and
Liabilities (Financrng) :

Net acquisition of financial assets
Dornestic
Foreign

Net incurrence of liabilities
Dornestic
Foreign

St at ist ical Dis crepancyj

Cash

lrg4gr43g
1,649,274

492
56,841

242,880
21692rg37

51 1,368
246,797
463,1O8

1,337,635
119,742

14,288
(743,45A)
(743,4sO)

9Sr@,6
95,646

(839,096)

842,397
(627)
(627)

841,77O
494,977
346,793

3,301

Cash

382,593
345,947

36
3,915

32,695
483,358
119,237
37,349

115,302

185,845
25,626

(100,765)
(100,765)

26,y1
26,541

(127,307)

11O,82O
133,252
133,252

244,O72
266,709
(22,637)
(16,486)

I
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