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MACRO LENS

Consumer Prices - July 2026:

In July 2026, the cost of goods and services increased by 6.5% yly, slightly faster than the 6.4% recorded in
June 2026. The outturn was also above our expectation of between 6.1% and 6.3%. The uptick was largely
driven by faster growth in food and non-alcoholic beverage prices, which rose by 9.0% y/y compared to 8.6%

in June.

Notably, inflationary pressures remained broad-based, with both core and non-core inflation staying
elevated. Core inflation, which excludes selected food and energy prices, edged up to 3.2% y/y from 3.1%,
signaling persistent underlying price pressures across the economy. Meanwhile, non-core inflation eased
marginally by 15.89 basis points to 15.0% y/y from 15.1%, suggesting a modest moderation in the more volatile

components of the consumer basket.

The chart below provides a visual illustration of the recent inflation trends.
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The rise in the food index was primarily driven by continued increases in vegetable and fruit prices, with
tomato prices surging by 33.7% yly, despite slight declines in the prices of maize and beans. Meanwhile,
transport inflation eased marginally, with transport costs rising by 15.6% y/y compared to 16.1% in June 2026.
Similarly, the pace of growth in household utility costs moderated to 3.2% from 3.4% over the same period.

Fuel prices remained elevated, with diesel and petrol prices increasing by 29.7% and 14.7% yly, respectively,
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compared to growth rates of 29.9% and 14.9% in June 2026. The charts below illustrate the evolution of these

three key drivers of inflation:

Core Consumption Drivers vs Headline Core Consumption Drivers

Inflation .
20.00% -

N

o

o

N
|

15.00% -

10.00% -

10.0% -
. . JI II

0.0% \/ T 0.00% -
NANANANANANNNNNNNNNTTETTTFTNININLNALNIND O OO .

5.0% e e G N N i AR Headline FoodIndex Transport Household

506 = m@ 3 R © 3 © m©3 ] 3 H
8525828358283 25828=s2°82822 Figure Index Index
= Annual Inflation Food ====Transport BJun-26 ®mJul-26

On a month-on-month basis, consumer prices rose by 0.2%, unchanged from June 2026, driven mainly by
increases of 0.1%, 0.3% and 0.5% in the food, transport and household utilities indices, respectively. The rise
in household utility costs was largely attributable to higher electricity prices. Households with lower
electricity consumption recorded a 3.5% increase in electricity bills, reversing the 2.9% decline registered in
June. Similarly, electricity bills for high-consumption households increased by 3.1%, compared to a 4.6%
decline in the previous month, reflecting the upward adjustment in electricity tariffs. The chart below

illustrates the movement in electricity prices across the two household consumption categories.

Change in Electricity Prices
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Foreign Exchange:

The Kenyan Shilling exhibited mixed performance during the week, appreciating against the South African

Rand, Tanzanian Shilling, US Dollar and Rwandese Franc. See the charts below:

W/W KES Perfomance YTD KES Performance
8.0% -
KES/ZAR
KES/TZS 6.0% 1
USD/KES 4.0% -
KES/RWF 2.0% - I
KES/UGX I I
0.0% - T I -—y———v—-—\
GBP/KES
EUR/KES (2.0%) -
6 F O O & & & ©
C & E S EE
PN O P S U S N
JPYIKES | ‘ ‘ ‘ | | | & &

(1.9%2) (1.4%) (0.9%) (0.4%) 0.% 0.6% 1.1%
Source: CBK | Chart: KSL
Meanwhile, the Central Bank of Kenya's foreign exchange reserves increased by 11.2% to USD 15.40Bn, lifting
import cover to 6.4 months from 5.6 months previously. The sharp increase was most likely driven by the
settlement of proceeds from the government's sale of a 15% stake in Safaricom to Vodacom Group,

providing a significant boost to the country's external buffers. See the charts below:

Kenya's Forex Reserves (USD BN)
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Primary Market Activity:

Demand for Treasury bills waned, with the overall subscription rate coming in at 97.7%, down from
137.5% in the previous auction. Demand remained concentrated on the 91-Day paper, which recorded
a subscription rate of 180.0%, down from 275.7%, in the previous week. The 182- and 364-day papers

were undersubscribed at 81.7% and 47.9%, respectively.

In total, the government received bids worth KES 27.37Bn and accepted KES 27.29Bn, translating to
a 99.7% acceptance rate. After accounting for KES 23.48Bn in maturities, the auction resulted in a net
borrowing of KES 3.81Bn, indicating that the government raised marginally above its rollover

requirements. See the chart below;

T-Bills Performance (Kes Bn)
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The Yields on the short-term papers recorded mixed performance, with the 91-day, 182-day, and 364-

day papers printing at 8.79% (+0.61bps), 8.95% (0.0bps), and 9.02%(-1.92bps).

During the week, interbank market activity improved, with average traded volumes surging to KES
12.70Bn from KES 3.40Bn in the first four trading days, although the average interbank rate remained

stable at 8.75%.
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Treasury Bonds
I
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Report

In the bond market, the CBK is seeking to raise Kes 150Bn through three reopened infrastructure

bonds. The details of the issuance are shown below:

Capital Raising

Re-openings

Paper IFB1/2019/16 IFB1/2021/18 IFB1/2021/21
Maturity Date 08-Oct-35 21-Mar-39 18-Aug-42
Effective Tenor (Years) 9.2 12.6 16.1
Amount Floated (Kes. Bn) 150.00

Amount Outstanding (Kes. Bn) 71.03 81.79 106.74
Coupon/WAR 1.75% 12.67% 12.74%
Sale Period Up to 12th August 2026

Source: CBK | Chart: KSL

Notably, we had anticipated an infrastructure bond (IFB) issuance in August given the sizeable

maturities falling due. However, we commend the government's choice of bonds, which reflects a

prudent approach to managing borrowing costs. We expect the longer-tenor paper to attract

stronger investor demand, supported by its attractive coupon rate, and therefore anticipate the offer

will be oversubscribed.

At the same time, the government has also issued a switch offer, which is increasingly becoming a

regular feature of its debt management strategy, with capital raising and liability management now

occurring concurrently in most months. In August, the switch offer also targets Treasury bills

maturing on 7" September 2026. However, the amount targeted remains relatively small compared

to the outstanding maturities, raising questions about the extent to which the switch will

meaningfully ease the government's near-term refinancing obligations. See a summary below:

0 Bond De ation Bondad
Paper 685/09 646/18 4/364 D1/20 D4/2019/10
Maturity Date 07-Sep-26 06-Sep-27 12-Nov-29
Effective Tenor (Years) 0.1 0.1 0.1 1.1 3.3
Amount Floated (Kes. Bn) 15.0
Amount Outstanding (Kes. Bn) 67.07 90.94 89.97
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Coupon/WAR 8.56% ‘ 7.82% ‘ 9.58% ‘ 11.00% ‘ 12.28%

Sale Period Up to 24" August 2026

Secondary Market

Secondary bond market activity improved during the week, with turnover rising by 10.7% to KES

51.90Bn, from Kes 46.90Bn in the previous week.

This was in tandem with a 13.7% increase in the number of deals. See the table below:

Previous Week Current Week Change
Turnover in Bonds (Kes Bn) 46.90 51.90 10.7%
Number of Deals 899 1022 13.7%

Source: NSE | Table: KSL

Domestic Debt Service Schedule:
The maturity profile for the next one year is as follows:

i. KES1,076.68Bn in Treasury Bills;
ii. KES503.69Bnin Treasury Bonds;

iii.  KES 811.99Bn in coupon payments;

See the chart below for a visual presentation:

T-Bill vs. T-Bond Maturities (Kes. Bn)
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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, setting the stage for aggressive
borrowing. The government has kicked off with a Kes 150.0Bn offer with the August, maturities worth
Kes 118.14Bn and interest payments of Kes 94.97Bn, bringing the total debt servicing obligation to

Kes 213.10Bn. See a summary below:

Debt Service Obligations (Kes Bn)
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FY26/27 Government Borrowing Position:

For the domestic borrowing target progress bar, the government has achieved 15.4% of the total borrowing
target, having raised KES 158.69Bn. The amount is above the pro-rated borrowing target of KES 97.17Bn;
however, this does not raise immediate concerns given the significant debt maturities expected in August,

which will require higher borrowing activity to support refinancing needs.

See the progress bar below:

Source: CBK, Treasury | Chart: KSL
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See below a summary of the domestic borrowing:

ACTUAL DOMESTIC BORROWING VS. TARGET
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Local & International Yields

The local yield curve edged higher on average, with only a few tenors recording declines. Although the long
end of the curve remains above end-2025 and 1Q26 levels, it continues to trend downwards gradually. See

the chart below:

NSE Yield Curve
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Yields on Kenyan Eurobonds rose recorded mixed performance, mirroring persistent global uncertainties.

The chart below illustrates the movement of the yields over the year:

Kenyan Eurobond Yields
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The research analyst(s) primarily responsible for the preparation and content of all or any identified portion of this research report

hereby certifies that all of the views expressed herein accurately reflect their personal views. Each research analyst(s) also certify
that no part of their compensation was, is, or will be, directly or indirectly, related to the view(s) expressed by that research

analyst in this research report.

Terms of Use- Disclaimer:

This research report has been prepared by Kingdom Securities Limited and is for information purposes only. This research report
should not be construed as an offer or solicitation to sell or buy any investment or product. Any opinions expressed herein reflect
the analyst's judgment at the date of publication and neither Kingdom Securities Limited nor any of its affiliates or employees
accepts any responsibility in respect of the information or recommendations contained herein. Unless otherwise stated, the
opinions contained in this material are as of the date indicated and are subject to change at any time without prior notice. Past
performance is not a guarantee or indication of future results.

The information and opinions contained in this Material have been derived from sources believed to be reliable and in good faith
or constitute Kingdom Securities’ judgement as at the date of this research, but no warranty is made as to their accuracy and any
opinions are subject to change and may be superseded without notice. In no circumstances will Kingdom Securities or its
employees be liable to you for any errors or omissions in this report or for any losses you may incur in following any

recommendations in the report. Kingdom Securities is a Subsidiary of Co-operative Bank of Kenya.

Research Department

Stellah Swakei sswakei@co-opbank.co.ke +254711049152

Chrisanthus Lunani clunani@co-opbank.co.ke +254711049973
Sales Team

Moffat Asena amoffat@co-opbank.co.ke +254 711049663

Gloria Ohito gohito@co-opbank.co.ke +254711049993

Client Service and Operation

Kingdom Securities Ltd - A subsidiary of Co-operative Bank Limited. Co-operative Bank House- 5th floor, P.O Box 48231 - 00100 Nairobi, Kenya

Office: 0711049016 Email: info@kingdomsecurities.co.ke
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