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The Kenyan economy contracted by 0.3% in 2020 compared to 5% in 2019.  Performance was
depressed for the most part and started to gradually recover in Q4‐2020 registering approx. 1.6%
growth. The improvement was largely off the back of easing of the containment measures. Overall,
performance was supported by the primary sectors and a slight recover in some of the service
sectors. Leading indicators also point to a gradual recovery in 2021 supported by the primary
sectors mainly Agriculture and the low base effect in the service sector.

Kenya GDP: Recent business trends indicates sustained growth ahead…
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Currency Weakness

 KES has weakened marginally year-to- date (-2.9%), driven by increased import
activity despite the higher forex reserves as well as resilient remittances.

 The currency weakened against the US Dollar, GBP and EUR.
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Inflation: Headline inflation to remain below the 7.5% Upper limit
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Overall inflation has remained relatively 
subdued due to stable food prices

Despite improvements in private sector 
credit growth, core inflation has remained 
muted
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Interest Rates: CBK Policy direction

Policy rate has been maintained at 7%. 
The rate is expected to stay at 7%. Market 
rates may increase gradually

Fiscal Policy
 Treasury has been front loading their 

domestic borrowing for FY 21/22. 

 As at Sep 2021, government was ahead of its 
total revenue target by 5.4%. Expenditure 
was below target by 5.2%.However, the high 
levels o

Monetary Policy
 CBK has been accepting relatively aggressive

bids in recent auctions, we expect this to
continue in coming auctions as treasury
continues to front load domestic borrowing.

 Overall interest rates are expected to remain
stable in the short term with marginal
increases off primary auctions.
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Domestic borrowing increases the yield curve

The yield curve shifted up  The yield curve shifted up marginally by 94
basis points year‐to‐date.

 The marginal shift in the yield curve was
driven by an increase in domestic borrowing.

 Bond market activity was concentrated on
the medium end of the curve (tenor of up
between 5 years to 12 years), inching slightly
by 55 basis points.

 The short end of the yield curve (bonds
below 5 years) experienced an upward shift
of 42 basis points.

 The long end saw an 18 basis points increase
in the yields.7.50%
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Treasury Bills have increased marginally 
Short term average rates have increased year‐to‐date.

 The 91‐day T‐Bill closed at 7.1% (19th November 2021) compared to 6.9% as at 31st
December 2020.

 The 182‐day T‐Bill closed at 7.8% (19th November 2021) compared to 7.4% as at 31st
December 2020.

 The 364‐day T‐Bill closed at 8.8% (19th November 2021) compared to 8.3% as at 31st
December 2020.
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Equities Market – Defensive play

 We have seen a recovery in the consumer and banking sector

 Year‐to‐date, key banks share price have increased, Equity Group (+40.9%), KCB Group
(+15.5%), ABSA (+12.8%) and Stanbic (+7.9%), while COOP Bank (‐1.6%), Standard
Chartered (‐11.3%) and NCBA (‐13.6%) dropped.

 Telecommunication sector also gained with Safaricom appreciated by 7.9% year‐to‐date.

 Consumer sector gained with EABL appreciating by 0.5% while BAT increased by 17.5%.
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The market has recovered in 
2021. The Nairobi All Share 
Index (NASI) gained 6.4% 
year‐to‐ date.

In 2020, the Nairobi All share 
index lost 8.6%
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Equities Sector Positioning

 Telecommunications sector: The sector has been and remains resilient due the relatively inelastic
demand for some of its products i.e data, M‐Pesa, SMS and Voice.

 Banking sector: Pre‐COVID, the banking sector concerns were on asset quality, balance sheet
strength and capital sustainability. Currently, the asset quality and earnings has improved.

 Consumer sector: Alcoholic beverage companies was affected mainly from the supply chain
disruptions and the restrictive measures. With the government re‐opening, we expect a recovery in
the sector.

 Cement sector: Pre‐COVID, the sector experienced lower demand due to reduced construction
activity. The sector has remained resilient as driven by a pick‐up in construction activity.

 Power sector: The pandemic caused a decline in consumption due to lower industrial activity
during the lockdown. The re‐opening of the economy has seen an increase in power consumption.

The impact on sectors has been different post COVID-19 pandemic on the industry 
driven by government support and the response by both the industry as a whole and 
individual companies. 
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Global Markets – Recovery Continues

Economy recovery: Major economies have seen an increase in GDP. In 2Q21, the United
States economy expanded by 6.7%, the Eurozone economy grew by 2.2% and the China
economy expanded by 7.9%.

S&P 500 PE at 33.99 in September vs historical average of 15.94 while the MSCI World
Index is at 29.97 compared to a historical average of 21.27 as a result of preference for the
stock market as a destination for capital.

Global indices have gained year‐to‐date.
The S&P 500 has gained 25.1%, the MSCI World Index gained 19.7% while the MSCI frontier
gained 24.3%.
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Lessons Learnt….

Portfolio diversification is key

 Different assets have different risks hence its important to reduce portfolio volatility by
diversifying asset allocation.

 Long term focus and taking advantage of the lower valuations in local market.

Equities

 Invest in companies that have a compelling investment case, decent upside
 Companies with a strong balance sheet with healthy cash flows as well as sustainable

dividend yields.

Fixed income markets

 Balance between risk and yield while looking at the macro factors
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