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Pre-auction Note

KINGDOM SECURITIES

The Central Bank of Kenya (CBK) is seeking to raise Kes 60Bn through two treasury bonds.

The details of the issuance are shown below:

Capital Raising

Re-openings

Paper FXD1/2019/020 FXD1/2026/030
Maturity Date 21-Mar-39 13-Mar-56
Effective Tenor (Years) 12.6 29.6
Amount Floated (Kes. Bn) 60.00

Amount Outstanding (Kes. Bn) 176.35 32.79
Coupon 12.8730% 12.5000%
Sale Period Up to 16th September 2026

Source: CBK | Chart: KSL

The auction comes against a backdrop of ample banking sector liquidity and an accommodative monetary
policy stance, with the Central Bank Rate (CBR) maintained at 8.75%. However, inflation remains elevated
at 6.6%, while the most recent auctions for FXD1/2019/020 and FXD1/2026/030 recorded relatively weak
demand, with performance rates of 59.92% and 28.07%, respectively. The reopened bonds are currently
trading at implied yields of 13.0798% and 13.5125%, respectively, indicating continued upward repricing,
particularly at the longer end of the yield curve. Against this backdrop, we expect investors to remain
selective, with bidding largely anchored around prevailing secondary market yields while factoring in the

relative attractiveness of the two securities.

That said, our bidding estimates are as follows, considering the current market conditions and effective

tenors:
Bond Bidding Estimates ‘
FXD1/2019/020 13.30% — 13.45%
FXD1/2026/030 14.10% — 14.25%

September 2026 has no Treasury bond maturities, limiting reinvestment liquidity from principal
redemptions. However, four Treasury bonds are scheduled to pay coupons, with three payments due on
14th September 2026, ahead of the auction, and another on 21st September 2026, coinciding with
settlement. The coupon inflows should provide some liquidity support, although not to the extent of

principal maturities.
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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.
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