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When discussing risk and return in investments, the concepts often appear abstract until they begin to 

materialize in real time. While 2026 initially started on a relatively stable footing, emerging developments 

continue to underscore the persistence of underlying uncertainties. 

At present, global dynamics appear increasingly sensitive to developments between the US and Iran, which 

remain fluid and difficult to anchor in any stable trajectory. This has reinforced a generally fragile external 

environment, with risks skewed to the downside, especially on the inflation front. In turn, this is feeding into 

shifting interest rate expectations across global and domestic markets. 

That said, there was limited new information over the week, particularly in the local market but the broader 

stance remains one of vigilance and close monitoring of evolving global and macro-financial conditions. 
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Foreign Exchange: 

The Kenyan Shilling exhibited mixed performance, appreciating against most of the currencies tracked, save for the 

Ugandan Shilling and the South African Rand. YTD, the currency has remained largely stable against key trading partners' 

currencies, with the most pronounced gain recorded against the Tanzanian Shilling. Foreign exchange reserves eased 

marginally to USD 13.15Bn, equivalent to 5.6 months of import cover, remaining well above statutory thresholds. See the 

charts below: 

  

Source: CBK | Chart: KSL 

The CBK published diaspora remittance data for May 2026, showing inflows of USD 394.20Mn. This represented a decline of 

0.9% m/m from USD 397.78Mn recorded in April 2026 and a sharper contraction of 10.4% y/y from USD 440.08Mn received in 

May 2025. See the chart below; 

Source: 

CBK | Chart: KSL 
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Primary Market Activity:  

Demand for Treasury bills remained robust during the week, with the overall subscription rate rising to 204.1% from 

163.9% in the previous auction.  

Investor appetite was overwhelmingly concentrated in the 91-Day paper, which recorded a subscription rate of 

921.2%, the highest level in more than two years. In contrast, the 182-Day and 364-Day tenors remained 

undersubscribed at 67.8% and 10.8%, respectively. 

Despite the strong demand, the government maintained a selective stance, accepting only 73.0% of the bids 

received. The accepted amount marginally exceeded the value of maturing securities, resulting in a net borrowing 

position of Kes 1.29Bn. The overall performance of the T-Bills is summarized below; 

Source: CBK | 

Chart: KSL 

Yields on the short-term papers continued to increase, with the 91-day, 182-day, and 364-day papers printing at 

8.82% (+11.39bps), 8.78% (+17.76bps), and 8.97% (+10.31bps). 

Liquidity conditions remained broadly stable during the review period, despite a notable decline in interbank market 

activity. Average interbank volumes fell sharply to Kes 3.97Bn from Kes 11.33Bn. Meanwhile, some institutions 

accessed the CBK Discount Window, drawing Kes 5.5Bn through the lender-of-last-resort facility. The average 

interbank rate remained unchanged at 8.75%. 
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Week 23 2026 In the bond market, the CBK successfully raised Kes 42.57Bn from the second tranche of June bonds. This was 

despite strong interest from investors who bid a total of Kes 77.63Bn, equivalent to a 129.38% subscription rate. The 

auction was oversubscribed as we had expected. See the summary below;

again as 

expected, the longer tenor bond, FXD1/2021/25 was the most preferred receiving bids worth Kes 54.95Bn. just like 

the treasury bills, the government rejected a good amount of the bids, with the acceptance rate standing at 54.8%. 

See more details below; 

We 

attribute the low acceptance rate to the need for government to maintain rates low. That notwithstanding, the 
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Week 23 2026 weighted average rates of the two bonds came in at 13.99% and 14.86% higher than our bidding estimates as 

depicted below. 

Paper 
Weighted Average 

Rate 
Our Projection 

FXD1/2018/20 13.99% 13.54% - 13.74% 

FXD1/2021/25 14.86% 14.32% - 14.42% 

Secondary Market 

Secondary bond market activity eased during the week, with turnover dropping 21.6% to KES 46.08Bn, from Kes 

58.74Bn in the previous week. 

 This was in despite a 12.0% increase in the number of deals. See the table below: 

  Previous Week Current Week Change 

Turnover in Bonds (Kes Bn) 58.74 46.08 -21.6% 

Number of Deals 1029 1152 12.0% 
Source: NSE | Table: KSL 

Domestic Debt Service Schedule: 

The maturity profile for the next one year is as follows: 

i. KES 1,022.54Bn in Treasury Bills;  

ii. KES 437.71Bn in Treasury Bonds; 

iii. KES 761.27Bn in coupon payments;  

 

See the chart below for a visual presentation: 
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Source: 

CBK, NSE | Chart: KSL 

Further, the chart below illustrates upcoming bond debt-servicing obligations, including both principal repayments 

and coupon payments. August stands out as the month with the highest redemption burden. 

 

Government Borrowing Position:  

As of this week, the government’s net domestic borrowing stands at Kes 942.95Bn, equivalent to 94.8% of the 

FY2025/26 revised target. With the new target and a Kes 60Bn pending auction, the government is likely to miss the 

target by a smaller margin than we had previously anticipated, given that the revised target is significantly lower. 

Our bet is that net domestic borrowing for the fiscal year will close at around Kes 950.0Bn. 

See the visual below: 
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Source: 

CBK, NSE | Chart: KSL 

Local & International Yields 

The local yield curve trended lower, with yields easing across the belly and longer end of the curve. Gains in short-

dated and select mid-tenor bonds however weighed on the decline as most in overall yields. See the chart below: 

Source: NSE | 

Chart: KSL 

Similarly, yields on Kenyan Eurobonds trended lower, mirroring broader global fixed income movements. The 

decline was largely influenced by shifting international risk sentiment and evolving expectations around global 

developments. Looking ahead, persistent macroeconomic and geopolitical uncertainty is likely to sustain 
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Week 23 2026 heightened volatility in the external debt markets, with movements remaining closely tied to global risk appetite 

and interest rate expectations.  The chart below illustrates the movement of the yields over the year: 

Source: CBK | 

Chart: KSL 
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