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MONETARY POLICY STATEMENT JUNE, 2007

( " ThePrincipal objectives of the Central Bank of Kenya (CBK)are: ~ ) \

1. To formulate and implement monetary policy directed to achieving and maintaining stability in the general
level of prices. ’ -

2. To foster the liquidi-ty, soliveﬁcy and proper functioning of a stable ﬁ1ark_et-based financial system.
Without pr_ej udice to the _genéraliiy of the above, the B-alik also seeks to:

*  Formulate and implement forgfgn exchange policy;

»  Hold and manage its foreign exchang'e reserves;

»  License and supervise authorized dealers in the money market;

«  Promote the smooth operation of payments, clearing and settlement systems;

= Act as banker and adviser to, and as fiscal agent of t:he Government; and
\ » Issue currency notes ml1d coins. : )

‘Objectives of Monetary Policy

The Central Bank of Kenya formulates and conducts monetary policy with the aim of keeping inflation low and
stable, thereby contributing to a favourable macroeconomic environment for economic growth and employment

* creation. Low and stable inflation.facilitates higher levels of domestic savings and private investment and thereforé
leads to better economic outcomes including sustained high economic growth, hi gher real incomes and increased
employment opportunities. - ' : '

The Banks monetary policy is thus designed to achieve low and stable inflation and to accommodate economic
- growth. ‘ ’

[2903



2904

THE KENYA GAZETTE 28th September, 2007

/_

The CBK pursues its monetary policy objectives using the following instruments:

\

Instruments of Monetary Policy

Open Market Operations whereby the CBK either buys or sells Treasury bills and any other eligible
securities to achieve a desired level of money in the economy. The CBK injects money to the economy
when it buys Treasury bills from commercial banks through repurchase order agreement (Repos) , and
withdraws money when it sells them.

Standing Facilities which the CBK, as lender of last resort, provides secured short-term loans to commercial
banks on an overnight basis at a rate known as the Central Bank Rate (CBR). The rate is based on the
average of the interbank and the Repo rates plus a margin to be determined and announced by the CBK
every eight weeks. Commercial banks facing temporary liquidity needs may also rediscount their Treasury
bills holdings at the CBR.

Reserve Requirements, which is the proportion of commercial banks’ deposits to be held as cash reserve
requirement (CRR) at the CBK in accordance with the law. An increase in CRR reduces the capacity of
commercial banks to extend credit. A reduction in the CRR enhances the capacity of commercial banks to
expand credit. The CRR has been maintained at 6 percent of commercial bank deposits since July 2003.

Foreign Exchange Market Operations whereby the CBK either injects or withdraws liquidity by engaging
in foreign exchange transactions. The participation by CBK in the foreign exchange market is in most
cases geared to forestalling speculative tendencies rather than influencing domestic liquidity, although it
has the scope to do so. j

Monetary Policy Statement

\_

1. The CBK Act Section 4B requires the Bank to submit to the Minister for Finance, at intervals of not moh
than six months, a Monetary Policy Statement for the next twelve months.

2. The Minister is required by.the law to lay every Statement submitted under subsection (1) before the
appropriate committee of the National Assembly not later than the end of the subsequent session of
Patliament aﬂer the Statement is so submitted.

3. The Bank is required by the law to publish in a Gazette:
1)  Its monthly balance sheet; and
ii) Its Monetary Policy Statement,

4. The Bank is further required to disseminate key financial data and information on monetary policy to the
public stating the following:

i) Policies and the means by which the Bank intends to achieve the monetary policy targets;
i) Reasons for adopting such monetary policies and means; and
iii) Progress made in the implementation by the Bank of '

monetary policy during the period to which the preceding Monetary Policy Statement relates.

5. Insubsection (2), the expression “appropriate committee™ means the committee of the National Assembly
appointed to investigate and inquire into matters relating to monetary policy. /
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EXECUTIVESUMMARY

World real GDP grew by 5.4 percent in 2006 compared with 5.1 percent forecast in the September 2006 World Economic
Outlook. The prospects for the world economy remain good with output growth projected to moderate to 4.9 percent
in 2007, marking the fifth year of sustained expansion linked in part to strong productivity growth. While output
growth in the US has slowed down driven by a slackening in the housing sector, domestic demand in the other
economic regions continues to remain robust.

Sub-Saharan Africa’s economic expansion remains robust with real GDP growth expected to reach 6.2 percent in 2007
from 5.5 percent in 2006, mainly driven by strong oil revenues. Oil exports from the region are expected to increase as
new production wells in Angola and Equatorial Guinea come on stream and the conflict in the Niger Delta gets
- resolved. Growth in oil importing countries in the region is projected to ease on expectations of a slow down in
domestic demand in South Africa followmg tighter monetary policy. While the oil importing countries have been
resilient to high international fuel prices supported by improved terms of trade on the non-fuel commodities as well as
marked improvements in the policy environment, further reforms particularly in the area of trade liberalization are a
prerequisite for sustained growth.

Kenya’s economy grew by 6.1 percent in 2006 marking the fourth year of sustained expansion underpinned by a vibrant
tourism sector, increase in building and construction, manufacturing and agricultural sectors as well as improved
governance. Growth is projected to increase by between 5.8 percent and 6.5 percent in 2007, underpinned by growth
in agriculture, tourism, manufacturing and the building and construction sectors. In line with the Vision 2030, the
economic expansion is also expected to be sustained over the medium term supported by the ongoing reform measures
in key sectors of the economy and prudent implementalion of macroeconomic policies by the Government. Amajor risk
to the economic outlook is high mtemauonai oil pr:ces and adverse weather conditions.

In the previous monetary policy statement, the Bank had assessed the growth in money supply, M3 (the intermediate

target) and reserve money (the operating target) to June 2007 and sought to limit the growth of reserve money to 12

percent to anchor inflation pressures and accommodate the projected economic activity. To improve the effectiveness

of monetary policy, the Bank also took certain measures to clarify its policy intentions to the market i in order to achieve
 the desired adjustment in monetary conditions.

However, both money supply and reserve money expansmn continued to remain well above the desired level following
significant buildup in net foreign assets (NFA) and net domestic assets (NDA) of the banking system. While there
was evidence of easing inflation pressures from the beginning of the year with the 12 month overall inflation rate
coming down from 15.6 percent in December 2006 to 5.9 percent in March 2007, and underlying inflation well within the
5 percent objective, the persistent rise in prices led to the view that inflation developments could be partly driven by
monetary factors. In the Banks’ policy review in March 2007 under the Poverty Reduction and Growth Facility (PRGF)
arrangement ahead of the IMF Board meeting in April 2007, the shared view was for gradual monetary tightening to
check inflation pressures. Money supply, M3 and reserve money were thus targeted to grow by 14 percent and 12
percent by the end of June and September 2007 respectively. Money supply and reserve money is targeted to grow by
12.7 percent by the end of June 2008.

The Bank also continued to unplemem measures mtended to facilitate the achievement of its reserve money targets.
These included enhanced efforts to improve the effectiveness of its open market operations - the main instrument of
monetary policy - and to improve signalling of the monetary policy stance in the context of reserve money operating
framework. In this regard, modifications were also made to the conduct of open market operations in June 2007 to allow
for more flexibility in liquidity management.- _ .

Looking ahead, higher fluctuations in oil prices than for the other commodities pose a risk to inflation outlook arising
from the likelihood of high international oil prices feeding into the prices of domestic commodities. The potential for
high inflation to feed into higher price expectations is therefore a key concern for monetary policy. '

Overall inflation in June 2007 picked up mainly reflecting higher prices in most categories of the index than in January
2006, partly reflecting the effects of tax measures in the 2007/08 budget. Nevertheless, the risks to price stability will be
minimized by the continued implementation of prudent monetary policy in the year, and efforts being made by the Bank
to improve policy operating procedures. . _
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INTRODUCTION

The 20* Monetary Policy Statement (MPS) for June 2007 is made pursuant to Section 4B of the CBK Act, and sets out
monetary policy for the fiscal year 2007/08. The MPS is part of a wider set of publications that the CBK uses to explain
monetary policy actions and outcomes. :

The 20" MPS reviews implementation of monetary policy for the period December 2006 to June 2007, evaluates key
macroeconomic indicators during the period while setting out the risks in the short term, and outlines the monetary
policy strategy to be applied for the fiscal year 2007/08 in order to deliver on the Bank’s principal objective of low and
stable inflation.

The MPS is presented in three parts. Section one reviews the performance of monetary policy for the first half of 2007.
Section two covers economic developments in the first half of 2007, and presents the outlook for the next one year to
2008 and in the medium term. The last section contains the monetary policy stance to be applied in the fiscal year 2007/
08 and is expected to be part of the information that economic agents consider when forming expectations on monetary
conditions and inflation. The section also summarizes both prospects and risks that could influence the outlook for
inflation by the end of June 2008.

MONETARY POLICY SINCE THE LAST STATEMENT OF DECEMBER 2006

1.1 Review of Recent Monetary Policy Stance

Monetary policy sought to contain end-period inflation to below 7 percent by limiting the growth in both reserve
money and money supply, M3, to 14 percent by June 2007. In the second quarter of 2006, the trends of both headline
and underlying inflation had been upward with underlying inflation rising above 5 percent in early 2007. The pick up
of inflation over this period also coincided with rapid growth in money supply to more than 18 percent in June 2007. A
gradual monetary tightening was thus adopted to avoid potential second-round effects on inflation without posing
significant risks to the economy. '

Economic growth was expected to be 6.1 percent in 2006/07, undelﬁimed mainly by growth in agriculture, manufacturing,
construction and tourism. The expansion in economic activity would be supported by ongoing structural reforms as
well as improved infrastructure by the Government. The main elements of the monetary expansion path are summarized
in Table 1.

Table 1: Growth Targets for Key Aggregates for 2006/07
Jun’'06 Dec’'08 M ar’07 |Jun'07
Act. Act. Est. Proj.
Reserve m oney (Ksh Billion) 107.7 124 .2 122.8 123.1
NFA ofCBK (Ksh Billion] 159 .5 1589.2 170.8 175 .7
M em o: ! )
Annualchange in reserve m oney 14.0 1620 19.5 14.0
Annualchange in m oaney supply (M 3) 16.0 17.8 14.0 14.0
RealGDP growth ] ) 6 .1
O verallinflation 7.0
Source: CBK

Reserve money path was determined taking into account a build-up in net foreign assets of the CBK from Ksh 159.4
billion in June 2006 to Ksh 175.7 billion by the end of June 2007. This was to be achieved with continued improvement
in the balance of payments position in 2006/07 allowing for purchases of foreign exchange.

Implementation of monetary policy in the first half of 2007 was anchored on quarterly targets for reserve money as has
been the case. Monthly targets for reserve money (currency in circulation and commercial bank deposits at the Central
Bank) were set consistent with the established quarterly targets. Following successful completion of the second
review under the 2006/07 PRGF arrangement, and extension of the arrangement to November 20, 2007, performance on
reserve money and Central Banks” NFA was also to be monitored against a performance benchmark for end-March 2007
and performance criteria for end-June 2007.

1.2 Performance of Monetary Policy Implementation to June 2007

Monetary policy was implemented through open market operations (OMOs) using repurchase order agreement securities
(REPOs). Open market operations were guided by comparing the forecast and the target reserve money on a daily
basis. In most occasions, the deviation of the forecast from target formed the basis for determining the daily amount
of REPOs required to align monetary conditions to the desired path. Daily REPOs immediately absorb excess balances
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.in commercial bank accounts held at the Central Bank, while the other component of reserve money - currency in
circulation - is expected to flow back in the banking system over much longer time through interest rate adjustments by
commercial banks following open market operations.

- Between December 2006 and June 2007, the liquidity mopped up under OMO fell short of the amount required to align
monetary conditions. The stock of securities under REPOs thus declined from 10.5 billion in January 2007 to Ksh 5.6
billion by April 2007, before increasing to Ksh 15.6 billion by the end of June 2007. This was, however belowKsh 21
billion REPO stocks required to bring reserve-money on lrack

In order to enhance the effectiveness of monetary policy implem_entatioﬁ, open market operations were modified to
allow for more flexibility in liquidity management during the June 2007 meeting of the Monetary Policy Advisory
Committee (MPAC). With effect from 15th June 2007, OMOs have been conducted using REPOs whose tenors range
from 3 days to 90 days compared with previous tenors of between 7 and 40 days. The lengthening of the tenures was
important as it served to signal to commercial banks that REPOs were an alternative investment that could be used for

- matching their maturity profiles, while the shortening of the repo tenor reduced the period during which banks may be
forced to hold excess balances to meet clearing obligations. A correction was also made to the CBR. Consequently, the
level of the CBR rate was reviewed from 10 percent to 8.5 percent effective June 15, 2007 to align it with other short term
money market interest rates, while at the same time retaining its original value. By July 17, 2007, the stock of outstanding
repo holdings had increased from Ksh 15.6 billion at the end of June 2007 to Ksh 19.5 billion, while at the same time
commercial banks minimised the excess balances they maintain at the CBK.

Reserve Money

Reserve money remained in excess of target between December 2006 and June 2007 as shown in Table 2. Reserve
money increased from Ksh 124.2 billion in December 2006 to Ksh 126.5 billion by June 2007 and was above the June
2007 target of Ksh 123.1 billion by 3.4 billion. The excess reserve money was in both currency outside banks (Ksh 1.5
billion) and bank reserves (Ksh 1.9 billion). Currency outside banks fell significantly in January and February 2007, but
picked up towards the end of the first quarter of 2007. : ‘

Reserve money in excess of target in June 2007 reflected REPO securities of Ksh 15.6 billion compared with Ksh 21
billion targeted to bring réserve money back on track arising from a lower mop-up in OMO, coupled with a draw down
in Government deposits above what was projected. The decline in other assets (net) of the CBK partially contributed
to offsetting excess reserve money.

e e
 Table 2: Reserve Money Perfomanee& Targets for 2006/07 ('Ksll Billion)
Reserve Mone) Currency ontside Banks : Banks Reserves
Actual Target Dev Actual Target Dev Actual Target Dev
Jun-06 106.1 100.4 ) 5.7 66.2 622 4.0 40.0 . 38.3 1.7
Jul-06 108.4 102.6 5.5 68.0 63.5 4.5 i 40.4 39.1 1.3
Aug-06 111.9 103.7 8.3 . 10,0 65.1 4.9 41.9 38.6 3.3
Sep-06 113.2 106.9 6.3 70.5 66,0 4.5 42.7 ) 40.9 1.3
Oct-06 114.5 110.2, £ 4.3 T1.9 1° 68 .8 3.1 42.6 41.4 1.2
Nov-06 117.3 112.0 ‘ ‘5.3 T4.2 69.8 4.4 . 43.1 42.2 0.9
Dec-06 124.2 116.9 5.7 77.8 72.8 5.0 44.9 441 0.7
Mar-07 122.2 122.8 |- 0.6 | 76.5 77.4 |- 0.9 457 45.4 8.3
Jun-07 126.5 - 1231 3.4 T8.1 76.6 1.5 48.3 46.5 1.9
Source: CBK

Performance on reserve money and unencumbered CBK NFA was also monitored egainst quantitative performance
criteria for June 2007. At Ksh 169.4 billion, the adjusted unencumbered CBK’s NFA was well within the target of Ksh
169.2 lnlhon while the target for reserve money was mlsscd by Ksh 3 .4 billion.

EOONOMIC SITUATIONAND OUTLOOK FOR 2008 AND MEDIUMTERM

" 2.1 The World Economy

World output is estimated to-have grown by 5.4 percent in 2006 marking the fourth year of expansion according to the
International Monetary Fund’s World Economic Outlook (WEQ) for April 2007 (Chart 1). The expansion is mainly in the
Euro area boosted by strong domestic demand and in emerging market countries driven by investment and export
growth. Part of the uncertainty on growth prospects for the world economy arising from inflationary pressures due to
low spare capacity in oil production and high fuel prices have diminished. Nonetheless, there are emerging risks from
rising food prices following increased demand for bio fuels.
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Chart 1: Global Eoonomlc Output (2002 -2007)
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Sub-Saharan Africa economies on the whole grew by 5.5 percent in 2006 and the growth rate is projected to increase to
6.2 percent in 2007. The increase reflects higher oil revenues as well as improved policy frameworks in the region.
According to the WEO, new oil fields in Angola and Equatorial Guinea are expected to come to stream boosting oil
production. Non-oil importing countries in the region will benefit from favourable terms of trade on the non-fuel
commodities although this could be partially offset by a drop in metal prices for some countries.

Outlook for 2007 and the Medium Term

World output is expected to grow at a slower pace in 2007 and 2008. In 2007, real GDP growth is expected to moderate

to 4.9 percent in line with the September 2006 WEO forecast. The slowdown in growth already taking place in the US
economy following a slack housing market is also expected in the Euro area, as well as in emerging markets and
developing countries, mainly reflecting policy tightening.

The economic outlook for Sub-Saharan Africa continues to remain positive reflecting sustained progress in the policy
environment, improved terms of trade on non-fuel commodities as well as increased capital inflows. However, growth
prospects in the region depend on developments in oil prices and the pace of global economic expansion through its
impact on commodity prices. Sustaining the growth momentum in this region will depend more on the economic policy
framework and to a lesser extent on socio-political developments.

2.2 Domestic Economy

Kenya’s economy grew by 6.1 percent in 2006 an improvement from 5.7 percent and 5.1 percent in 2005 and 2004
respectively (Chart 2). The good performance in 2006 was attributed to good performance in tourism, building and
construction, manufacturing, and agricultural sectors, reflecting macroeconomic stability. Favourable financial market
conditions, increased access to credit and increased remittances have also been behind the positive trend in economic
activity. :

[~ Chart2: Contribution to Real GDP Growth
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Growth in the agricultural sector slowed down from 7 percent in 2005 to 5.6 percent in 2006. Normal weather conditions
and increased budgetary allocations contributed to a significant recovery in agricultural production compared with
2002 when agricultural output declined by 3.1 percent. The manufacturing sector grew by 6.9 percent in 2006 driven by
increased production coupled with increased exports from the export processing zones. Normal weather conditions
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also led to m1proved supply of raw materials for the agro-based industries which had been adversely affected by the
drought in early 2006. The tourism sector remained buoyant growing by 14.9 percent in 2006 compared with 13.3
percent in 2005 fo]lowing sustained marketing campaigns especially to non-traditional markets. The recognition of the

Maasai Mara as one of the Seven Wonders of the World and increased conference tourism boosted the tourism sector. -

The strong growth in the sector also had a positive spill-over effect on air transport and hotels and restaurants.
Building and construction sector also picked up in 2006 supported by Government mvesanent in mﬁ‘astructure and
increased spending on projects from the Constnuency Development Fund. :

Leading economic mdlcators for the first four months of 2007 indicate that the growth momentum will be sustained
throughont the year. : ;

Projections for 2007/08 and the Medium Term

Growth in key sectors of the economy particularly agriculture, tourism, manufacturing and building and construction
is expected to continue, both in 2007 and in the medium term, as envisaged in the vision 2030 outlook. The growth
momentum will also be supported by improved economic performance in Kenya’s trading partners. The outlook builds
on increased investment, sustained structural reforms as well as increased outlays on infrastructural development.
.. Real GDP is expected to grow by 6.6 percent in 2007/08, rising to 10 percent in 2011/12 under the Vision 2030 framework.

There are, however, some risks to the growth outlook which include high international oil prices. The deteriorating
terms of trade arising from the high and volatile oil prices in the international market and high prices of other critical

- imported inputs may therefore undermine economic performance. While the Government has significantly increased
budgetary allocations to the agricultural sector, natural calamities like drought and floods continue to be a challenge
to the perfmnauce of the economy. . :

23 Bnlanee of Payments

The surplus in the balance of payments declmed from US$ 675 million in 2006 to US$ 431 million in the year to May

2007. This reflects a reduced surplus in the capital and financial account by US$ 124 million coupled with the widening

of the current account deﬁcn by US$ 121 million (Chan 3).
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The trade deficit widened from USS$ 3,830 million in 2006 to US$ 4,187 million in the year to May 2007 reflecting 9.0
percent growth in merchandise imports to US$ 7,992 million compared with 8.7 percent growth in merchandise exports
to. US$ 3,805 million. The increase in the value of merchandise imports largely reflected increased imports of machinery
and transport equipmerit and manufactured goods while the higher value of total exports reflected increased export
“values of tea, oil, manufactured goods, horticulture, raw materials and other miscellaneous exports. )

~ The widening of the trade deficit was partially offset by higher receipts from services. The surplus in the services
account improved to US$ 3,538 million in the year to May 2007 compared with US$ 3,302 million in 2006, mainly
reflecting increased receipts from non-factor services. Net receipts from non-factor services increased reflecting
~ improved performance of tourism and other Government and private sector services. Earnings from tourism rose from
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USS$ 687 million in 2006 to US$ 811 million in the year to May 2007. The balance on the income account also improved
reflecting higher interest earnings on official foreign exchange reserves and reduced interest payments on official
foreign debt. Net receipts from current transfers also increased to US$ 1,852 million in the year to May 2007.

The surplus inthe eapital and financial account declined from US$ 1,204 million in 2006 to US$ 1,080 million in the year
to May 2007 reflecting increased foreign asset holdings by commercial banks and reduced short term flows. Official
medium and long-term financial flows however improved on account of reduced repayments of official foreign debt.

The overall surplus in the balance of payments was reflected in a build up in official and private foreign reserve assets.

Gross official foreign exchange reserves thus increased from US$ 2,415 million, equivalent to 4.3 months of import
cover (based on average imports for the three preceding years), at the end of December 2006 to US$ 2,723 million,

equivalent to 4.4 months of imports cover, as at the end of June 2007. Foreign exchange reserve holdings by commercial
banks also rose from US$ 916 million at the end of December 2006 to US$ 1,044 million at the end of June 2007.

Projections for 2007 and the Medium Term

The deficit in the trade account is expected to widen further by the end of 2007 owing to high demand for imports of
capital and intermediate goods to support increased domestic production. Although export volume growth will continue
to lag behind import volume growth, exports are expected to pick up as agricultural output improves, supported by
better weather conditions. The resulting wider deficit in the trade account will be partly offset by increased receipts
from tourism, transportation, and current transfers (including external remittances).

To a large extent, the deficit in the current account will be financed by imbmved capital and financial inflows as the
capital and financial account is expected to remain in surplus. Thus the overall balance of payments is expected to
recorda surplus of about US$ 561 million by December 2007.

Consistent with the expected overall improvement in the balance of payment, gross official foreign exchange reserves
are projected to increase from US$ 2.4 billion in December 2006, equivalent to 4.3 months of import cover, to US$ 3.0
billion in December 2007 and to US$ 3.4 billion in December 2008, equivalent to 4.6 months of import cover,

2.4 Fiscal Developments

Government budgetary operations in the fiscal year 2006/07 resulted in an overall budget deficit including grants of
Ksh 41.2 billion or 2.3 percent of GDP on commitment basis compared with Ksh 51.5 billion or 3.3 percent of GDP in the
fiscal year 2005/06. As shown in Table 3, the deficit was much lower than the revised 2006/07 budget deficit of Ksh 67.9
billion or 3.7 percent of GDP. The performance of the budget compared to projections reflected significant growth in
revenue. In addition, Government expenditure was lower than expected reflecting a decline in recurrent expenditure as
a percent of GDP, as development expenditure increased in nominal terms to remain at 4.4 percent of GDP compared
with the 2005/06 fiscal year. This is due to efforts by the Government to redirect spending from recurrent expenditure
to physical infrastructure.

Table 3: CentralGovernment Fiscal Outturn (Ksh Billion)
: 2005/06 Jul2006-Jun 2007 2007/08 l008/09 2009/10
Prov. Prov. Rev Target Proj. Proj. Proj.
1. Total Revenne and Grants 3313 3792 415.5 469.2 528.9 601.6
Total Revenue § arLs 3650 ig1.0 428.9 4873 554.1
% of GDP 20.2 20 0 20.8 20.8 21.1 214
Grants 20.1 14.2 345 40.3 41.6 47.5
% of GDP ] 1.3 - 0.8 1.9 2.0 1.8 1.8
2.Total Expenditure 32 8 420 4 483.4 580 .4 599.6 676.7
Recurrent : : 3rg 2 340.4 3591 411.2 428.9 473 .4
% of GDP 20.4 18.6 19.6 20.0 18.6 18.3
* Development 67.7 80.0 124.3 169.2 170.7 203.3
% of GDP 4.4 4.4 6.9 . 8.2 7.4 7.9
3.Balance (commitment basis including grants) -51.5 -41.2 -67.9 -111.2 =70.7 -75.1
% ofGDP 233 -2.3 -3.7 -5.4 3.1 1
4 Adjustment to cash 150 6.5 0.7 -1.3 0w 0.0
3.Balance (cash basis including grants) -36.5 -34.8 -67.2 -109.7 -70.7 -7%.1
% ofCDP -2.4 -1.9 -3.7 -5.3 -3.1 2.9
6. Statistical discrepancy 0.0 0.0 0.0 0.0 0.0 0.0
7.Total Financing 36.5 348 67.2 1 109.7 T0.7 75.1
a. NetExternal ) -3.8 16.2 3io.8 27.7 33.6
b. NetDomestic 28.3 34.7 328 iz. 0 7.9 jg.9
c. Others* 7.0 4.0 18.2 36.0 5.1 1.6
* Includes privatisation proceeds and securitisation of domestic arrears ’
Source: Treasury
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The budgetary operations durmg the fiscal year 2006/07 reqmred total ﬁnancmg of Ksh44.3 bll]lon Out of this, Ksh.
34.8 billion was required to finance the budget deficit; Ksh 3.8 billion to meet external debt repayments; and Ksh 5.6
billion to repay debt owed to the CBK. The financing requirement was met by borrowing Ksh 7.3 billion from commercial
banks and Ksh 14.9 billion from non-banks, running down Government deposits at the Central Bank by Ksh 18.1 billion,
while the sale of Government shares in Mumias Sugar Company as part of the privatization program realized Ksh 4.0
billion. .

As aresult of Govemmqnt domestic borrowing operations during the fiscal year 2006/07, domestic debt increased from
Ksh 357.8 billion at the end of June 2006 to Ksh404.7 billion at the end of June 2007.-However, the proportion of
domestic debt to GDP dropped from 23.2 percent to 22.1 percent during the period due to the high GDP growth. During . -
the period, Treasury bills decreased from Ksh 94.8 billion to Ksh 94.4 billion while Treasury bonds increased from Ksh
218.4 billion to Ksh 272.2 billion. The substantial rise in the stock of Treasury bonds during the fiscal year 2006/07 was
partly attributed to the Ksh 20.0 billion bonds issued in'June 2007 to National Bank of Kenya by the Government for the

resu-ucturmg process.

i

Outlook for Fiscal Year 2007/08 and the Medium Term

Government revenue is projected to grow in nominal terms to Ksh 428.9 billion or 20.8 percent of GDP during the fiscal
year 2007/08, reflecting improved growth prospects and continued implementation of tax policy reforms. In addition,
external grants are projected to total Ksh 40.3 billion or 2.0 percent of GDP during the fiscal year. Government expenditure
is projected at Ksh 580.4 billion or 28.2 percent of GDP during the fiscal year and will comprise Ksh 411.2 billion or 20.0
percent of GDP in recurrent expenditure and Ksh 169.2 billion or 8.2 percent of GDP in development expenditure.
Consequently, overall budget deficitincluding grantsis projected at Ksh 109.8 billion or 5.3 percent of GDP in the fiscal
year. The higher deficit compared with that in-the previous fiscal year largely reflects the substantial increase in
development expenditure. The deficit will be financed through net external borrowing of Ksh 39.8 billion, net domestlc
borrowing totallmg Ksh 33.9 billion and net privatization receipts amounting to Ksh 36.0 billion.

The net domestic borrowing requirement of 1.6 percent of GDP in the fiscal year 2007/08 is lower than the 1.9 percent
of GDP in the fiscal year 2006/07 and is consistent with the medium-term target of 1.5 percent of GDP. Government
revenue is expected to increage further from 21.1 percent of GDP in the fiscal year 2008/09-to 21.4 percent of GDP in'the
fiscal year 2009/10 while grants to GDP ratio is projected to ease to 1.8 percent of GDP during the period. Similarly,
Government expenditure is expected to increase slightly from 26.0 percent of GDP to 26.2 percent of GDP during the
period. However, Government budget deﬁcn on Cmmmtment basis is projected to fall from 3.1 percent to 2.9 percent
during the penod 5

2.5 Exchange Rate

The Kenya shilling strengthened against major world currencies in the first quarter of 2007 after recording gains in the

December 2006-quarter. The Kenya shilling appreciated-against the US dollar by 4.7 percent in the first half of 2007

compared with 5.8 percent appreciation in the second half of2006. The appreciation of the shilling against the US dollar

reflects higher inflows into the domestic foreign exchange market, mainly from capital flows, export eamings and

remittances, resulting in a surplus in overall balance of payments. The weakening of the US dollar in the international
currency markets also amplified the appreciation of the shilling in the local foreign exchange market. The US dollar lost

against the sterling pound and the Euro in the first half of 2007 by 1.4 percent and 3.2 percent, respectively. The shilling

thus traded at an average of Ksh 66.6 agamst the 'US dollar in June 2007 compared with an average of Ksh'69.9 in-
January 2007. .

Chart 4 shows that the Kenya shilling remained strong against the Sterling Pound in the first half of 2007 recouping
losses in the second half of 2006. The shilling gained by 3.4 percent in the first half of2007 compared with losses of 0.9
percent in the second half of 2006. The shilling also gained agamst the Euro and the Japanese Yen in the first half of -
2007 by 1.7 percent and 6.6 percent, respectwe]y

" The Kenya shilling recorded mixed performance against the regional currencies in the first half 0of 2007, appreciating by
2.3 percent agamst the Tanzanian shilling and deprec;atmg by 3.9 percent against the Uganda slnlhng. '

As the CBK continues to pursue prudent monelary pollcy, and wlth stability being restored in the mmatlonal foreign
exchange market, it is expected that the shilling will remain stable in the medium term. .
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Chart 4: Kenya Shilling Exdisnge Rates Against Seﬁted_(‘.urrencies( 002-2007)
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2.6 Inflation

Overall inflation fell from 15.6 percent in December 2006 to 11.1 percent in June 2007 (Chart 5). Between February and
May 2007, overall inflation was below 7 percent reflecting a significant drop, particularly in inflation in the food and
fuel and power component of the consumer price index to single digits. -

Chart 5: Inflation Rate (2003 - 2007)
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In the last quarter 0f2006, prices of items in the food and non-alcoholic drinks as well as the fuel and energy categories
which account for over 50 percent of the composite index remained high. In particular, inflation in the food and non-
alcoholic drinks index in the second half of 2006 ranged between 20 percent and 23 percent in part reflecting the impact
of heavy short rains on the supply of vegetables. Inflation in the fuel and power category ranged between 12 percent
and 14 percent reflecting high oil prices which persisted for most of 2006, which also had spill over effects on prices of
goods and services in the transport and communication category.

The decline in food inflation from January 2007 to May 2007 follows normal weather conditions, while the decline in
international oil prices in March 2007 coupled with Government intervention contributed to lower domestic pump
prices during the same period. The recent increase in international oil prices is expected to put some pressure on
domestic prices.

The increase in the overall price index in June 2007 occurred mainly in the food, alcohol and tobacco category. The
increase in the food index by 15 percent in June 2007 compared with June 2006 is due to sustained monthly increases
in food prices from August 2006. The 8 percent inflation in the alcohol and tobacco category which was mainly due to
increased beer and cigarette prices resulting from price adjustments following tax measures announced in the 2007/08
Budget, is expected to be a one time effect. At 11.1 percent, overall inflation was above the Government mﬂanon
objective of 5 percent at the end of June 2007.

Underlying inflation, which excludes the effects of food, fuel and energy, transport and communication, inflation was
4.9 percent in June 2007. It gradually increased from 4.9 percent in February 2007 to 5.2 percent in May 2007, before
declining to 4.9 percenl in June 2007 as shown in Table 4. :
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[ Table 4: Consumermmexﬂ_ ne2006- June 2007)
i 2006 2007
Jun Sep| Dec Jan Feb| M ar| Apr Jun
= i ] ; M ay

CPI . ] s - ; 10.3 13.9 15.6 9.7 6.8 5.9 5.7 6.3 11.1
Food & D rink = - - ~J1a% J200 |22.6 118 7.2 5.7 5.5 6.7 J15.0
Alcohol& Tobacco 6.5 9.2 7.0 6.0 1 5.6 5.6 5.1 6.6 8.0
Clothing & Fodtwear 2.8 3.1 30 3.4 | 3.6 3.7 8 4.0 3.3
Housing - 4.8 4.7 6.0 7.3 6.9 1.3 1.2 7.1 5.8
Fuel & Power 3 1.1.4 119 i3 s 12.8 |J11.5 10.9 J1o0.5 8.6 8.5
Household Goods & Services 3.1 3.8 4.7 s 1 5.3 5.4 £.3 5.7 5.9
Medical Goods & Services 3.8 3.3 3.1 4.9 4.0 4.0 4.1 ] 3.5 4.7
Transport & Communication = 8.3 8.5 6. 5 6 5 7.2 6.7 5.8 5.8 3.1
Recreation & Education 2.1 2.2 2.1 3.6 3.0 32 i3 3.2 3.1
P ersonal Goods & Services ~ 2.5 2.0 2.0 2.6 1 2.7 2.7 2.6 3.0 3.6
Underlving Inflation (various :
CPlexcluding food 5.3 5.7 5.9 6 4 6.1 6.1 5.9 5.7 5.2
CPl excluding food and epergy i 4. 4.17 7 5 4 ¥ 5.4 1 5.3 4.6
CPIlexcluding food, energy and transport 3.7 4.0 43 51 4.9 5.1 5 5.2 4.9
& communication
Source: CBK

Outlook in 2007/08 and the Medium Term

The reserve money program for the next one year is targeted to achieve inflation of 5 percent by the end of June 2008.
Successful implementation of the reserve money program is therefore expected to contain inflation pressures.

While there are concerns over the volatility of international oil prices, the,stability in the shilling exchange rate which
is expected to be sustained will help contain inflation pressures, pam::ularly in the transport ‘and energy sectors. A
: ma_;or risk to the outlook for inflation is uncertain weather conditions.

2.7 Monetary and F'InaneialMarkets Developments
MoneyandCredk .

Money supply, M3, grew hy 188 percent in the year to June 2007 compared with 16.1 percent in June 2006. The
expansion in M3 was above the target growth of 14 percent. for the June 2007 quarter. The expansion in M2 was
however slower at 16 percent in June 2007 compared with 18 percent in June 2006. The slowdown in M2 growﬂ1 was
in quasi deposits which grew at 1.3 percent in June 2007 compared with 19.2 percent in June 2006

M3 growth in the year to June 2007 was supported by a 25.2 percent increase innet forexgn assets (NFA) and 16 percent
‘increase in net domestic assets (NDA) of the banking system, reflecting increased private sector financial inflows and
domestic credit respectively. The increase in net foreign assets accounted for 8 percent of the 18.8 percent expansion
~ in M3 in June 2007 having increased from 7.1 percent a year ago. The growthiin net domestic assets accounted for10.9 °
percent of the M3 expansion, having |ncreased ﬁ'om 9 percent in June 2006 (Table 5).

: theS.ConhibnﬁontonwthiandMoney,m(_pemn‘t)}
M ay-06) Jun-06| Sep-06| Dec-06| Mar-07] May-07 Jun-07
Annualgrowth in M3 . 16.0 16.1 “17.4 17.8 17.8 17.3 - 18.8
“INet Foreign Assets 7.5 7.1 8.4 - 8.8] 8.4 7.3| 8.0
Net Domestic Assets 8.5 9.0 9.0 9.0/ 9.4  11.4 10.9
. |Domestic Credit . 11.0 11.2 12.0 13.6 12.8 15.6]. 14.0
Government (net) 1.5 1.1 1.5 2.8 2.0, - 2.1) 6.5
Rest of the Economy 9.5 10.1 -10.5 10.8 -10.8 13.5 7.6
O ther public sector 0.3 0.4 1.2] 1.2 1.1 0.7 0.0
. Private sector : 9.2 9.8 9.4 9.7] "~ 9.6 ~ 12.8] ik
;|0 ther ltems (net) -2.5 -2.2 -4.6 -4.6 -3.4 -4.3 -3.2

i Souree' CBK

Domestic credit grew by 16.3 percent in the year to .lune 2007 cornpared w1t11 12.6 percent in June 2006. Credit to
Government increased by 33.3 percent in the year to June 2007 compared with 5 percent in June 2006. The large increase -
in credit to Government, as earlier indicated, was due to the Ksh 20 billion Treasury bond issued to the National Bank
of Kenya. Credit to the private sector grew by 11.6 percent in the year to June 2007 compared with 15 percent in June
2006. The larger share of private sector credit in the year to June 2007 as shown in Chart 6, went to private households
(29.9 percent), building and construction (12.8 percent), consumer durables (12.2 percent), business services (8 percent),
transport and communication (3.8 percent), and mining and quarrying (2.2 percent).
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Chart 6: Share of Credit to the Private Sector in twelve months to June 2007 (Ksh billion)
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Equity Market

Compared to the second half of 2006, the equity market was on average subdued in the first half of 2007. The NSE 20
Share Index lost 500 points, moving from 5,645.7 in December 2006 to 5146.7 by end of June 2007, although the NSE
peaked during the period to reach its highest in history at 6,161.5 points on January 12, 2007. Market turnover declined
by 29 percent from Ksh 59 billion in the second half 0f 2006 to Ksh 41.9 billion in the first six months of 2007 owing to
price declines that were recorded in February and March 2007 as market correction took place. Market capitalization
declined by Ksh 47.7 billion from Ksh 791.6 billion in December 2006 to Ksh 743.9 billion in June 2007. Bond market
trading however improved as bonds worth Ksh 41.5 billion were traded during the period compared with Ksh 21 billion
traded in the last half of 2006. The improvement in bond trading followed declining interest rates in the longer term
dated bonds and the decline in the 182 dated Treasury bill rate.

Interest Rates

The CBR remained unchanged at 10 percent during the period under review since it was adjusted in August 2006. This
signalled continued monetary tightening by the CBK. As a result, short term interest rates were on an upward trend
during the period January 2007 to June 2007, with the 91 — day Treasury bill rate increasing from an average of 5.73
percent in December 2006 to 6.53 percent in June 2007. The-average interbank rate increased from an average of 6.34
percent in December 2006 to 6.98 percent in June 2007, while the Repo rate increased from 6.34 percent in December
2006 to 7.08 percent in June 2007. The average 182-day Treasury bill rate, however, declined over the same period from
8.87 percent to 7.19 percent in June 2007.

Commercial banks average lending rates declined from 13.74 percent in December 2006 to 13.14 percent in June 2007.
The overdraft rate declined from 13.91 percent to 13.20 percent in the first half 0f 2007, while the average deposit rate

.increased from 4.11 percent in December 2006 to 4.18 percent in June 2007. As a result, the spread between lending and
deposit rates declined from 9.63 percent in December 2006 to 8.96 percent by June 2007. The decline in lending rates
and the increase in deposit rates could be attributed to increased competition among commercial banks following a
decline in government borrowing.

Outlook for 2007/2008 and the Medium Term

The interest rates are expec:‘ted to remain stable in the medium term as they move towards the CBR rate, which is
expected to signal monetary conditions in the economy. The stable interest rate will be supported by the continued
implementation of prudent monetary policy by the Bank.
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Chart 7: Short term interest rates (Jun 2005 - June 2007)
14.00 -F W e = ' . —
S 12.00 +— : - :
_ 10.00
E ﬁ‘_oo - B e
6.00 :
4.00 .
2.00 —- N — § . 3 2 - = . .
8 B 3 3NN SR S B R | i i B 3
scgroin @ 1oday Treasury bill rate - =@~ A verage lending rate
g nterbank rate ) w—ly—= A verage deposit rate
—ﬂl-—R_a..no rate ' ;
: Souree. CBK
. " 3. MONETARY POLICY FOR 2007/08

‘The monetary program set out in the December 2006 monetary policy statement was developed against a background
of rapid expansion in both reserve money and broad money, at the time when both headline and underlying inflation
were on an upward trend. In particular, there was a persistent increase in overall inflation largely reﬂectmg sustained
increases in food prices, particularly between November and December 2006. The concern of rising inflationary
pressures was therefore key in developing the program as the acceleration.in mﬂatxon coincided with acceleration in

money supply growth.

While there were signs of improved short term inflation outlook beginning January 2007 onwards whereby overali
inflation fell from 15.6 percent in December t0 9.7 pércent and 6.3 percent in January and May 2007 respectively, money
supply growth in excess of target posed a risk to the medium term inflation outlook.

Monetaxy pohcy in 2007/08 will thus be directed towards securing low and stable inflation over the medium term. The
monetary program targets reserve money growth of 12 percent at end-September 2007 and 12.7 percent at end-June
2008. This is expected to address the mﬂatlonary risk posed by fast growth in monetary aggregates. More effort will
also be expended on enhancing the effectiveness of the Bank’s indirect monetary policy instruments.- Economic .
growth is projected to pick up from 6.1 percent in the fiscal year 2006/07 to 6.4 percent in the fiscal year 2007/08. Under
the vision 2030 framework, growth is assumed to rise further as a result of the ongoing structura] reforms, improved
environment for business activities, and increased efficiency in the. pubhc sector.

Monetary policy seeks-to contain end-penod inflation to the Govemmealt’s objective of 5 percent, by limiting the
growth in reserve money to 12.7 percent and thus the growth of broad moneyto 12.7 percent by June 2007 (Table 6 and
Appendix 2). Given the 5 percent inflation objective, the set expansion in money supply is in line with 1he expected
growth inreal GDP of around 6 percent in 2007.

'IhbleG'Growth'IhrggtforMonmU_Amtesformm -2008/09
2006 2007 Annual
June Share June Share| C hange|] percent
: K sh ban (% ) K sh bn (% K sh ba -
Credit to Private Sector . _391.6 75.1 4317,1 72.0 45.5 11.6
Agriculture - — 34.71 6.6 28.7 4.7 -6.0 ~17.3 ]
M anufacturing 711 13.6 60.5 10.0 10.5 -14.8
Trade 57.7 11.1 55.1 9.1 =2 .6 -4.5
B uilding and construction 31.1 6.0 37.0 6.1 5.8 18.8
Transport & communications 35.6 6.8 37 .3 6.1 1.7 4.9
Finance & insurance i 29.7 - 5.7 27.5 4.5 -2.2 -7.51.
Realestate 25%.7 4.9 2%.3 4.2 -0 .4 -1.7
M ining and quarrying j T 31 0.6) 4.1 0.7 1.0 32.2
Private househo-lds 45 .4 8.7 58.9 9.7 . 13.6 30.0
Comnsumer durables = 11.8 2.3 17.4 2.9 5.6 - 47,1
Business services 41.7 8.0 45.4 7.5 3.6 8.7
O ther activities 4.1 0.8 40,1 5.6 35.9 8§870.4
Source: CBK
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There are potential short term risks to the monetary policy outlook. The unpredictable nature of international oil prices
means that volatile movements in world crude prices will have an impact on domestic prices through increased energy
‘prices, and through spill over effects on other goods and services. The monetary policy outlook also assumes normal
weather patterns, and therefore a recurrence of drought conditions could lead to a spike in food prices contributing to
inflationary pressures. :

As emphasized in previous statements, the Bank will continue to monitor domestic and external developments saas to
respond promptly to address emerging inflation pressures. As has been the case, the Banks’ daily monetary operations
will be geared towards aligning reserve money to target so as to deliver on the inflation objective.

Appendix 1: Medium Term Macroeconomic Framework
. . Selected Indicators (2005/06 - 2009/10)

“2005108 2008107 2007708 2008109 200010 |
Prov. Est. Projections
Annualpercentage change, unless otherwise indicated
National account and prices ) -

Real GDP . 59 6.3 6.4 64 6.5

GDP per capita 39 4.3 4.4 44 4.5

CPlIndex {gop) 10.9 6.8 5.0 5.0 5.0

Money (end of perlad)
M3 (percentchange) 156 14.0 12.7 12.7 12.8
Reserve money (percentchange) . 140 140 127 1217 12.8
In percentage of GDP, unless otherwise indicated
Investment and saving ) )

Investm ent ) 18.1 18.4 23.2° 247 26.2
Central Government 4.3 4.3 8.1 7.3 7.8
Other : 13.7 14.2 151 17.4 18.5

Gross National Saving 16.0 15.9 207 21.7 229

Central Government 0.0 16 1.0 25 31
Other 15.9 14.3 197 19.1 19.8
Central government budget

Tofal revenue ? 20.2 206 20.8 211 21.4

Total expenditure and net lending - 248 234 28.2 26.0 26.2
of which : wages and salaries 7.3 7.0 7.0 66 6.5

interest payments ; 2.7 2.3 25 2.3 2.2
Development expenditures 4.4 4.4 8.2 74 7.9

Overall balance (com mitmentbasis) excl. grants -4.6 -2.8 74 -49 -4.7

Overall balance {com mitment basis) incl. grants -3.3 -2.1 5.4 =31 -2.9

Net external borrowing 0.1 -0.1 1.9 1.2 1.3

Net dom estic borrowing 1.8 1.8 1.6 16 1.5

Total donor support (grant & loans) 1.9 1.4 4.2 37 3.9

Balance of payments :

Exports value, goods and services 26.8 244 248 25.7 26.4
Imports value, goods and sefvices 355 333 333 4.7 35.5
Current external balance, including official transfers 2.1 -2.6 -25 <30 3.3
Current external balance, excluding official ransfers - -2.3 -2.5 “-26 -3.0 -3.3
Gross international reserve coverage in months of next year 3.2 34 39 4.1 43

Public debt ) 1 4

Nominal central government debt (end of period) 45.9 © 400 40.3 39.3 382
Domestic (gross) . 23.2 224 224 224 224
Domestiic (net) 18.0 18.1 18.3 18.0 17.6
External 27.9 219 220 213 ~2086

Memorandum Items:

Nominal GDP (in Ksh millions) 1543.9 1828.1 2059.1 2304.9 2584 8 -
ICOR KA 29 36 39 4.0

Sources: CBK and Treasury
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Appendix 2: Depouitory Corponﬁons Survey June 2006-June 2008

06 Sep06  Dec06 | Mar07  an07  Sep07 DeoO7 Mar08  Jun08f
s ' T AL A M A Pg P P Py
Contral BankofKaya " |
Net oreign assess 1/ o S 15 1823 152 1714 1742 1829 1895 1981 2062
(in blions of U.S. dokars) 22 22 22 23 24 25 26 27 *
Netdoresicasses ' S8 498 B1 42 417 &7 04 09 8
Netdomesic oredt - 30 22 98 u4 0 -68 . 4 B9 30 -
Goverririent (nef _ 458 04 71 88 - '35 38 37 38
Advances b conmerdia banks 00 00 00 0.0 0.0 00 00 00 0
Repos ([iabily b commercal banks (-)) 234 139 49 M8 57 ®1 78 27 314
Privae secor ek (CBKsiafloans) ~ 22 22 23 23 23 287 24, 25 .2
Oher il (net asset (+)) - 48 ;7 B3 B2 09 N3 5 08 31
Reserve money ' 1077 1123 142 122 165 183 191 1972 -1
Currency-ousside banks - 672 ' 687 764 785 781 - 784 879 - 849 &Y
Bark reserves %5 436 48 457 483 89 512 N3 B
Netbregnasses ' 1916 251 276 225 2388 2538 2210 2704
Net dormesic assels 439 40 M0 4525 AT9T 4T ABT4 5154
Domesic credk 517 5408 ST5. 5913 6068 6050 6500 6729
Govemment (nef M79 101 178 1378 1572 1618 1665 1711
Restofheeconomy 488 4107 - 4R7 4834 M95 432 436 018
Oher public sectr 122 151 185 182 125 159 194 194
“Pivae _ 3916 366 4152 4362 A1 4U3 A2 4827
Oer flerms (net asset(+)) ©A078 1139 W5 BT 420 4509 1826 -A575
" o es5 &R0 606 60 75 7078 85 788
Deposis in breign curency - 835 W3 1067 1087 1143 1283 146 1258
(') 520 5377 5539  5763- 6053 5845 6239 6600
Curency outside banks ©C 612 7 T4 765 - 781 Te4 879 84S
Deposits in shilings | 48 490 4775 4%8 574 581 560 5751
M3 growh (12:monh percent change) %1 174 78 178 188 120 15 147
Reserve Money (12-monh percentchange) 140 174 169 189 175 18 120 123
Requ.hd;rmver’ah(npamem L 60 60 60 6.0 6.0 6.0 6.0 60
Money mulipier (M3/reserves) : 56 56 53 56 57 57 54 57
7388 7388 7388 7388 7388 7388 78 7388

Programexchange rale (KSVUSS)

Source: CBK :
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APPENDIX 3: CHRONOLOGY OFEVENTS OF PARTICULARRELEVANCE TOMONETARY

POLICY AND INFLATION (2007)
2007 \
Jz;muary 2007 The CBK releases its ninet-eeth- Monetary Policy Statement (Dec 2006) setting out
' the monetary program for the remainder of the FY 2006/07.
February 2007 An IMF multi-topic mission visits the country.
March 2007 ~ The CBk reviewed and left unchanged.
May 2007 The National Economic Social Council (NESC) convenes a workshop on the role _

of the Central Bank in economic transformation in the context of vision 2030.

An IMF mission visits the country between May 16 and May 25 to discuss budget
proposals for the FY 2007/08 and implementation of the monetary program.

June 2007 The CBR is adjusted downwards from 10 percent to 8.5 percent.

CBK'’s OMO modified to align it closer to market interest rates.

GLOSSARY OF KEY TERMS
Overall Inflation

- This is inflation measured by the movement of indices of all consumer price items of goods and services sampled by
the Kenya National Bureai of Statistics.

Underlying Infiation

This is inflation measured by movement of*indices of all consumer price items of goods and services sampled by
Central Bureau of Statistics other than food, energy, transport and communications. These items are excluded because
they are susceptible to transient effects that are in most cases beyond the control of the CBK. Thus, the underlying
measure is used by the CBK to gauge the influence of monetary policy on inflation.

Reserve Money
These are CBK’s monetary liabilities comprising currency in circulation (currency outside banks and cash held by

commercial banks in their tills) and deposits of both commercial banks and nonbank financial institutions held with the
CBK.

Money Supply

Money supply is the sum of currency outside banks and deposit liabilities of commercial banks. Deposit liabilities are
defined in narrower and broader senses as follows: narrow money (M1); broad money (M2); and extended broad
money (M3). These aggregates are defined as follows:

Mi Currency outside banking system + demand deposits

- M2 M1 + time and savings deposits + certificates of deposits + deposits
Liabilities of Non-Bank Financial Institutions (NBFIs)

M3 M2 + residents’ foreign currency deposits

/
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Central Bank Rate (CBK)

The rate of mtemf at which the Central Bank lends to commercial banks. It is deiermmed ‘and announced by ﬂfle
Central Bank e\rery eight weeks, based on the average of the interbank and Repo rates plus a margin.

OpenMnhtOpenﬂom(OMO)

The act of buymg or selling treasury bills in the seoondary market by the Cemral Bank in order to achieve a desired
level of currency in circulation and bank reserves. OMO is done in the context of an auction where commercial banks

bid through the Reu_tem screen.

RepunhmAgrmmt(REPO) . B

This is an instrument used in OMO. REPOs are agreements between the CBK and commercial banks to purchasefsell
government securities from/to commercial banks at agreed interest rate (REPO rate) for a specified period with an
-understanding that the commemal bank will repurchase/resell the secunty to the CBK at the end of the pmod

{

'RmMmeyl'romm

This is the desn-ed expanmm in the reserve money operating target to achieve the _money supply growth target
(intermediate mrget) that is consistent um:h the inflation target (ultimate target). -

Cash Reurvekequhemt

This is the legaﬂy requn'ed posmbn of commercial banks and nonbank financial institutions deposits held with the
CBK. The Central Bank is empowered by the Act to demand that a certain proportion of commercial banks’ deposns to
be held as reserves at the Central Bank. The ratio currenﬂy stands at 6 percent.
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GAZETTE NOTICE NO. 9455
DEPOSIT PROTECTION FUND BOARD

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30TH JUNE, 200700

STATEMENT OF DIRECTORS' RESPONSIBILITIES

. The Banking Act (Cap. 488) requires the directors to prepare financial statements for each financial year, which give a true and fair view of the state

"of affairs of the Board as at the end of the financial year and of the results for that year. It also requires the directors to ensure the Board maintains

proper accounting records which disclose with reasonable accuracy the financial position of the Board The directors are also responsible for
safeguarding the assets of the Board.

The directors accept the responmbnlity for the financial statements which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, consistent with previous years, and in conformity with International Financial Reporting Standards
and the requirement of the Banking Act (Cap. 488). The directors are of the opinion that the financial statements give a true and fair view of the state
of the financial affairs of the Board as at 30 June 2007 and of its operating resuits for the year then ended. The directors further confirm the accuracy
and completeness of the accounting records maintained by the Board which have been relied upon in the preparation of the financial statements as
well as on the adequacy of the systems of internal financial controls.

Nuthlng has come to the attention of the directors to indicate lhat the Board will not remain a going concem for at least the next twelve months from
the date of this statement.

Approved by the board of directors on 21 st September, 2007 and signed on it's behalf by:

NJUGUNA S. NDUNG'U ’ ISAAC 0. AWUONDO
CHAIRMAN MEMBER

REPORT OF THE INDEPENDENT AUDITORS TO THE MINISTER FOR FINANCE ON THE FINANCIAL STATEMENTS OF DEPOSIT
PROTECTION FUND BOARD

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of Deposit Protection Fund Board set out on comprise the balance sheet as at 30th June,
2007 and the income and expenditure statement, statement of changes in fund balance and cash flow statement for lhe year then ended, and a

summary of significant accounting policies and other explanatory notes.
DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The directors’ are responsible for the preparation and fair presentation of these financial statements in accordance with Intemational Financial
Reporting Standards and the requirements of the Banking Act (Cap. 488). This responsibility includes designing, implementing and maintaining
internal controls relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an independent opinion on these financial statements based on our audit. We conducted our audit in accordance with
International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the financial statements are free from material misstatement.

" An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the ﬁnanctal statements. The procedures
selected depend on the auditor’s judgement, including the assessment of the risk of material misstatement of the financial statements, whether due to
‘fraud or error. In making those risk assessments, the auditor considers intemal controls relevant to the entity’s preparation and fair presentation of the
financial statements in-order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity's internal control. An audit also includes evaluating the appiopriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
OPINION

In our opinion, the accompanying financial statements give a true and fair view of the state of financial affairs of the Deposit Protection Fund Board
as at 30th June, 2007 and of its surplus and cash flows for the year then ended in accordance with Inlemnational Financial Reporting Standards and the
requirements of the Banking Act (Cap. 488).

CERTIFIED PUBLIC ACCOUNTANTS
_ PIN NO. P051130467R

INCOME AND EXPENDITURE ACCOUNT .
Restated _

2007 2006
Note KSh.'000 KSh.'000

INCOME '
Assessed income ' T ' la 787,783 , 696,256
Investment income Ib 1,235,139 1,147,581
Other income 2 7,313 72,129
Write back of provisions for protected deposits o 3 856 553

2,031,091 1916,519
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‘EXPENDITURE -

Administration and establisShment expenses _ e _ 4 ) 109,622 104,284
Provision for doubtful debts . ) 10 - " 7,784 © 11,770

' 117.406 116,054

. SURPLUS FOR THE YEAR ' 1,913,685 "~ 1,800,465

The aoc_ounting.policies and the notes herein form an integral part of these financial statements. Report of the independent auditors.

STATEMENT OF CHANGES IN FUND BALANCE

Fund balance

. P KSh.'000
Year ended 30th June, 2006 . I

At start of year : _ _ @ . _ 12,008,686

Surplus for the year : e : 1,800,465

Atend of year _ _ ' ' _ : ? ’ 13,809,151

Year ended 30th June, 2007

At start of year ; . - i _ ) 13,809,151

Surplus for the year _ : - : R ' 1,913,685

. Atend of year . : ' 15,722,836

The accounting poHcies and the notes herein form an integral part of these financial statements. Report of the independent auditors.

ACCOUNTING POLICIES

The principal accounting pohc:es adopted in the preparation of these financial statements are set out below. These pol:cnes have been consistently
applied to all the years presented, unless otherwise stated. : :

(@)

(b)

(ci

@

©

Basis of preparation “

The financial statements have been prepared under the historical cost convention and are in cohpliaﬁce with International Financial
Reporting Standards (IFRS). -

Revenue recognition -

Assessed income compnses contributions levied to the contnbutory institutions and is recognized in the penud when they are receivable.
Such contributions are assessed at a rate of 0.15% of the average of the institutions' total deposit liabilities during the period of 12 months
pnortothedmeoflevy notice, Interest income is recognized in the period in which it is eamed based on the expired portion of the life of the
investments it relates to. Interest is primarily eamed on treasury bitls and bonds and other interest carrying. instruments. Discounts and
premiums on acquisition of govemrnent securities are amortized over the life of the secunty .

Provisions for payments ‘to depositors ) -

Provisions for payments to protected depositors are recognized in the financial statements in the penod the contributory institutions are

| placed under liquidation. Any payments that exceed the provisions made are taken into account in determining operating profit. Provisions

that relate to unclaimed protected deposits are written back to income on expiry of the statutory notice period.

Taxation

The Board's income is not subject to tax as it has’ been gramad exemption by the Commissioner of Income Tax. '!'herefow no provision for
current tax or deferred tax is made in the financial statements. k

Property and equipment’

All property and equipment is initially recorded at cost and thereafter stated at historical cost less depreciation.

Depreciation is calculated at rates estimated to write off the cost of the assets concerned-over their expected useful lives on the reducing
balance basis except for computers which are depreciated on the straight line basis. 3

The annual rates'in use are: ) . Rate%
Furniture and ﬁtting_s : . E Yok 1250
Office and kitchen equipment ; _ e 20.00.
Motor vehicles ~ - s 7 j . ' 25.00

Computers - ° _ - 33.33
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Leasehold buildings are written off over the estimated useful life of the building, or the remaining lease term, whichever is less.
The assets useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amoun if the asset’s carrying amount is greater than its estimated
recoverable amount.

Gains and losses on disposal of property and equipment are determined by reference to their ca.rrymg amount and are taken into account in
determmmg operating profit.

(3] Investment held for sale

Investment held for sale relates to investment in subsidiary which is accounted for under IFRS 5 'Non-current assets held for sale a.nd -
discontinued operations'. The investment is stated at the lower of its carrying amount and the fair value less costs to sell.

NOTES TO THE FINANCIAL STATEMENTS

2007 2006
1. Income K5h.'000 KSh.'000
la. Assessed income
Total average deposits of institutions assessed as contributors 524,989,020 463,970,943
0.15% of total average deposits 787,483 695,956
Minimum contributions from 1 bank 300 300
Total assessed income 787,783 696,256
1b. Investment income
(a) Interest earned on Treasury bills received on
matured bills 438,528 347,765
Discount on purchase 113,689 131,888
552,217 479,653
(b) Imeresl eamed on Treasury bonds received on
matured bcnds 670,154 . 583,003
Discount on purchase 27,070 96,700
Amortization of premium (14,302) (11,775)
682,922 667,928
Total investment income 1,235,139 1,147,581
e———_
2z Other income
Recoveries from subrogated claims 3,240 71,221
Penalty charges on late contributions 531 764
Profit on disposal of property and equipment 763 -
Bad debts recovered 2,777 -
Miscelaneous income : 2 144
7.313 72,129
e e ——— -}
3. Provision for protected deposits written back
Stale cheques written back 856 553

The Board has been making provisions equivalent to the amoum of its exposure to protected depositors whenever a bank/financial
institution is put under liquidation. The period for claims to be made by protected depositors under the statute is two years after the date of
notice.

) : . 3 ’
The Board has also written back cheques that were issued to protected depositors that have not been presented until the balance sheet date
and are stale by virtue of being over 7 years old. The directors are of the opinion that no claim will be payable in respect of these cheques.
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' ' ' - 2007 2006 -
Administration and establishment expenses = " KSh.'000 KSh.'000
Staff costs (Note 5) . 80,887 79,197
Depreciation (Note 6) 4858 4,077
Lease amortisation (Note 7) 99 99
Auditors' remuneration - .450 450
Directors’ emoluments
- Fees . 2,784 2,239
‘Legal and professional fees 278 390
Other | 20266 F 17832
' 109,622 104,284
; 2007 2006
Staff costs KSh.'000 KSh.'000
Salaries, wages and other staff costs 72,007 72,738
Other staff expenses ' 8,880 - 6,459
80,887 79,197
Property and equipment
 Year ended 30 June 2007
) - . Office and
Furniture - kitchen Motor ) €
Buildings and fittings equipment vehicles Computers Total
KSh.000 KSh.000  KSh'000 . KSh.'000 KSh.'000 KSh.'000
Cost '
At stit of year : 16,559 4956 Cos2 1 5,695 4,425
Additions * . 899 LT . 527 10,700
Disposals S (19 (3,268) (2657) 6117 *
Atend of year ' 16,559 13,952 6,219 8713 . 3,565 49,008
Depreciation
A start of year 620 3,634, 5838 4718 16,301
" Ondisposal - (142) (3,136) (2.656) (5.934)
‘Charge for the year 1,667 546 1,501 780 4,858
Atend of year 2,287 - 4,038 4,203 2,842 15,225
Net book value 14,704 11,665 2,181 4510 723 33783
Year ended 30 June 2006
Office
) Fumiture ~ and kitcher. Motor
Buildings and fittings equipment vehicles . Computers Total
. KShs'000 KSh'000 KSh'000  KSh'000 KSh.'000 KSh.'000
Cost ©ol i
At start of year 1,445- 4,707 6,652 4,571 33,659
Additions " 4,955 527 5919 1,118 12,800
Disposals (1.444) - -(590) - (2,034
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Office
Furniture and kitchen Mator =
Buildings and fittings equipment vehicles Computers Total
KShs'000 KSh.'000 K5h.'000 KSh.'000 KSh.'000 KSh. 000
At end of year 16,559 4,956 5,234 11,981 5,695 44,425
Depreciation
At start of year 1,127 724 3,234 4,276 © 4,072 113433
On disposals - (724) - (485) - (1,209
Charge for the year 364 620 400 2,047 646 4,077
At end of year 1491 620 3634 5.838 4,718 16,301
Net book value 15,068 4,336 1,600 6,143 977 28,124
Prepaid operating lease rentals 2007 2006
KSh.'000 KSh.'000
Cost
At start and end of year 4522 4,522
Amortization
At start of year 413 314
Charge for the year 99 99
At end of year 512 413
Net book value 4,010 4,109
Country of Holding 2007 2006
Investment held for sale incorporation KSh. 000 KSh.'000
Consolidated Bank of Kenya Limited Kenya 50.2% 200,000 200,000
Provision for diminution in value it (199,900) (199,900)
100 100

The investment in Consolidated Bank of Kenya Limited was valued in December, 2004 by extemal consultants and the value of the shares
was considered to be effectively nil. In the opinion of the directors, the additional dimunition in value of KSh.100,000 based on this
valuation is not material for recognition in the financial statements.

The Board owns 50.2% of the ordinary share capital of the Consolidated Bank of Kenya Limited. At the time of acquisition of the
investment, the Banking Act allowed the Board to acquire, hold or dispose shares of an institution that would result in a loss to the Board.
The Banking Act was later amended and now prevents the Board from holding investments other than in govemment securities. The Board
has signed the agreement transferring the shareholding in Consolidated Bank Limited to Treasury for onward sale to third parties. The
Treasury is in the process of finalizing the transfer Due to the above, the requirement for consolidation on [AS 27 does not apply.

Govemment Securities - Held-to-maturity

Non-current
Treasury Bonds

Current

Treasury Bills
Treasury Bonds

Total investrment in govemment securities

2007 2006

KSh.'000 KSh.'000

4252935 6,276,117
8,887,271 6,250,624
2,589,145 1,289,259
11,476,416 7,539,883
15,729,351 13,816,000
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2007 - . 2006
KSh.'000 ' KSh.'000
Compﬁsing: . )
Maturing within 91 days of the balance sheet date (Note 11) 6,185,553 5,271,063
Maturing after 91 days of the balance sheet date but within
1 year 5290863 ° 2,268,820
Maturing after 1 year but before 5 years 4,252,935 6,276,117
15,729,351 13,816,000
10.  Debtors and prepayments._ 2007 2006
: ° KSh.000 - KSh.'000
Debtors and prepayments 174,549 _ 164,493
Less: i i :
Provision for bad debis at start of year (162,769) - (150,999)
Bad debts recovered 2,717 -
Additional provision (Schedule A) (7,784) (11,770)
Brovision fur el debes & end of year (167,776) T (162,769)
6,773 1,724
The additional provision for bad debts relates to debts owed by failed institutions that are considered irrecoverable.
' 2007 2006
_11.  Cash and cash equivalents KSh.'000 ’ KSh.'000
 Cash and bank balances 7,089 4958
Cash and cash equivalents included in the cash flow statement comprise the following balance sheet amounts:
Govemnment securities maturing within 91 days of the balance sheet date (Note 9)
£ 6,185,553 5,271,063
Cash and bank balances 7,089 - 4,958
6,192,642 5,276,021
12.  Fund balance
At start of year 13,809,151 12,008,686
Surplus for the year 1,913,685 1,800,465
Atend of year ' ' . 15,722,836 - 13,809,151
13. Creditors and wcruals-
Sundry creditors and accruals 7,132 . 1555
Unclaimed stale chegues 6,735 : 6,845
13,867 8,400
14, Due o Central Bank of Kenya

Central Bank of Kenya pays administrative e xpenses such as salaries on behalf of the Board. These are reimbursable by the Board under the

terms of Section 37(4) of the Banking Act, 1989.
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16.

20.

2007 2006

i KSh.'000 KSh.'000

Amount due to Central Bank of Kenya 23,424 13,303

2007 2006

Provision for protected deposits KSh.'000 KSh.'000

Balance brought forward i 24,161 97,275

Payments during the year 4 (3,182) (73,114)

Balance carried forward 20,979 24,161
Risk management

Currency risk

The Board operates wholly within Kenya and its assets and liabilities are reported in the local currency. It does not transact in foreign
currencies. -

Interest rate risk

Excess funds held by the Board are invested in Government of Kenya Treasury bills and Treasury bonds. No interest rate risk exposure is
envisaged. -

Liquidity risk

The Board holds a significant portion of investments in Government securities that are readily convertible. No significant liquidity risk is
envisaged.

Related party transactions ' 4

The Board and Central Bank of Kenya are related parties, performing connected duties of bank supervision and deposit protection
respectively. No trading is carried with Central Bank. The following transactions however take place between the two organizations:

(a)  The Central Bank pays some operating expenses on behalf of the Board. These are fully reimbursed.

(b)  The staff of the Board are contractually employees of Central Bank but seconded to the Board. Salaries of these staff are met by
Central Bank and fully reimbursed by the Board. ’

(c}  Central Bank is also the sponsor of the Staff Pension Fund to which the Board contributes on behalf of employees seconded to it from
Central Bank,

(d)  Central Bank provides the Board with office space and charges it rent. In the year, rent charged amounted to KSh, 7.537 million
(2006: KSh. 5.761 million).

The balance at year-end on transactions with Central Bank is shown in note 14.
Contingent liabilities
Litigation

Mr. Ajay Shah filed a case claiming general damages and special damages of KSh, 144 million against Trust Bank Limited (In Liquidation)
and the Board on allegations of defamation and publication of malicious false statements. The suit is pending for hearing.

No provision has been made in the financial statements because, in the opinion of the directors, the claim is unlikely to succeed.

Establishment

_ Deposit Protection Fund Board is established in Kenya under the Banking Act, 1985 and is domiciled in Kenya.

Currency )
The financial statements are presented in thousands of Kenya Shillings (KShs'000).
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OPERATING COSTS 'SCHEDULE A
Restated
2007 2006
KSh.'000 KSh.000
1. ADMINISTRATIVE EXPENSES - ’
Employment: .
Salaries, wages and other staff costs 72,007 72,738
Other staff expenses ' 8,880 6,459
Total employment costs 80,887 79,197
Other administrative expenses

_ Directors' remuneration 2,784 2,239
Protected deposit pay off 1,858 799
Advertising . 421
Entertainment 736 605
Legal and professional fees 278 390
Postage and telephone 372 686
Printing and stationery 2,217 1,505
Audit fees

- Current year 450 450
Donations 801 1,000
Subscriptions and periodicals 1,142 1,075
Vehicle running expenses 3il 449
Miscellaneous. 2.884 2,666
Total other administrative expenses . 13,833 12,285
Total administrative expenses 94,720 91,482

2. OTHER OPERATING EXPENSES

Establishment: 5 £ E .

" Rent and rates ; 7,537 5,761
Electricity and water 189 152
Insurance 329 257
Amortisation of prepaid operating lease rentals 99 99
Loss on disposal of property and equipment - 575
Depreciation on property and equipment 4,858 4,077
‘Repairs and maintenance 566 663
Security expenses 1,324 1,218
Total establishment expenses 14,902 12,802
Provision for bad and doubtful debts (note 11) 7,784 1,770
Total other operating expenses 22,686 24,572

COMMERCIAL BANKS ASSESSED AS CONTRIBUTORS

African Banking Corporation Limited
E.A.B.S Bank Limited

Bank of Baroda (K) Limited

Bank of India

Barclays Bank of Kenya Limited
C.F.C. Bank Limited

= R

SCHEDULE B
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7  Charterhouse Bank Limited

8  Chase Bank Limited

9  Citibank N.A.

10  City Finance Bank Limited

11 Commercial Bank of Africa Limited

12 Consolidated Bank of Kenya Limited
13 Co-operative Bank of Kenya Limited
14  Bank of Africa Kenya Limited

15 Credit Bank Limited

16  Diamond Trust Bank of Kenya Limited
17  Development Bank of Kenya Limited
18  Dubai Bank (K) Limited

19 Oriental Commercial Bank Limited
20 'Equatorial Commercial Bank Limited
21  Fidelity Commercial Bank Limited
22 FINA Bank Limited

23 Giro Commercial Bank Limited
24  Guardian Bank Limited

25 Habib Bank A.G. Zurich

26  Habib Bank Limited

27  Imperial Bank Limited

28  Investment & Mortgages Bank Limited

29  Kenya Commercial Bank Limited

30 ‘Middle East Bank Kenya Limited

31  National Bank of Kenya Limited

32 NIC BankLimited

33  Paramount Universal Bank Limited

34  Prime Bank Limited

35 Southern Credit Banking Corporation Limited

36  Stanbic Bank Kenya Limited

37 Standard Chantered Bank of Kenya Limited

38  Transnational Bank Limited

39  Victoria Commercial Bank Limited

40  K-Rep Bank Limited

41  Equity Bank Limited _

42 Family Bank Limited (Formerly Family Finance Building Society and converted to a bank on 1st May, 2007)

OTHER FINANCIAL INSTITUTIONS ASSESSED AS CONTRIBUTORS SCHEDULE C

1.  Housing Finance Company of Kenya Limited
2. Prime Capital and Credit Limited
3. Savings & Loan (K) Limited

REPORT OF THE DIRECTORS

The directors submit their report and the audited financial statements for the year ended 30th June, 2007, which disclose the state of affairs of the
Board. }

PRINCIPAL ACTIVITIES

The principal activities of the Board is that of maintaining stability and public confidence in the nation's financial system through prompt and

efficient payment of insured deposits in failed institutions. It also liquidates these financial institutions as efficiently as possible in order to maximise
the benefits to the depositors who are the main creditors.

RESULTS
2007 2006

v KSh.'000 KSh.'000

Surplus for the year . 1,913,685 1,800,465
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DIRECTORS

“The directors who held office at the date of this report are shown on page 1. On 4th Man:ll 2007 Prof. Njuguna S. Ndung'u was' appointed as the
Chairman of the Board replacing Jacinta Mwatela who was the acting clmrperson

In a:curdanoe with Legal Notice 10 of 2003 of the Banking Act (Cap. 486), no director is due for retirement.

AUDITORS

The Board's auditors, PKF Kenya, continues in office in accordance with the Banking Act (Cap. 488).

By Order of the Board
KAKAI CHELOTI
DIRECTOR -
BOARD INFORMATION
5 t . - . - -
BOARD OF DIRECTORS :  Prof.NjugunaS.Ndungu - Chairman (Appointed on 4 March 2007)
' : - Jacinta Mwatela - Acting chairperson (Replaced on 4 March 2007)
; Isaac O. Awuondo - Member W, :
Joseph Kinyua . - Permanent Secretary, Treasury
Rasiklal C. Kantaria -* Member ’
* Terence Davidson - Member
Albert ] K. Ruturi . - Member
Gideon M. Muriuki - - Member
BOARD AUDIT COMMITTEE 5 Isaac O. Awyondo | - - Chairman
: z Rasiklal C. Kantaria
Albert J. K. Ruturi
Nicholas M. Kiritu
SENIOR MANAGEMENT ;. Kakai Cheloti ! . - Director :
e ' : Mark L. Lesiit * - Assistant Director - Finance &
oy - Administration
/ : Linah C. Soi - Assistant Director - Liquidations -
":  Benjamin K, Mitei - Assistant Director - Liquidations
 Jane K. Ikunyua - Board Secretary
- Patrick N. Ndwiga } - Manager - Risk management
~ Stanley N. Wainaina " - Manager - Information Systems
Samson N. Aling' ] - Assistant Manager - Finance
PRINCIPAL PLACE : : CBK Bﬁilding
OF BUSINESS ; Haile Selassie Avenue
; P.O. Box 45983, 00100
. ’ :  NAIROBI
Telephone: 2217400/1/2/3/4
Fax: 22211122
AUDITORS ; PKF Kenya
:  Certified Public Accountants i
P.O. Box 14077, 00800 - L
:. NAIROBI ;
BOARD SECRETARY ) Z Jane K. lkunyua ‘
PRINCIPAL BANKERS ’ = Central Bank of Kenya

' - P.O. Box 60000, 00200
: NAIROBI
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GAZETTE NOTICE NO. 9456

THE BANKING ACT
(Cap. 488)

NOTICE is given under section 38 (7) of the Banking Act that the under listed institutions have their deposits protected by the Deposit Protection
Fund Board for the period 1st July, 2007 to 30th June, 2008. ’ =

Commercial Banks Postal Address
1. African Banking Corporation P.O Box 46452-00100 Nairobi
2. Bank of Africa Kenya Limited P.O. Box 69562-00400 Nairobi
3. Bank of Baroda (K) Limited - P.O. Box 30033-00100 Nairobi
4, Bank of India Limited P.O. Box 30246-00100 Nairobi
5. Barclays Bank of Kenya Limited P.O. Box 30120-00100 Nairobi
6. CFC Bank Limited P.O. Box 72833-00200 Nairobi
7.  Charterhouse Bank Limited P.O. Box 43252-00100 Nairobi
8.  Chase Bank (K) Limited P.O. Box 28987-00200 Nairobi
9.  Citibank N.A. P.O. Box 30711-00100 Nairobi
10.  City Finance Bank Limited P.O. Box 22741-00400 Nairobi
11.  Commercial Bank of Africa Kenya Limited P.O. Box 30437-00100 Nairobi
12. Consolidated Bank of Kenya Limited P.O. Box 51133-00200 Nairobi

- 13, Co-operative Bank of Kenya Limited P.O. Box 48231-00100 Nairobi

14. Credit Bank Limited P.O. Box 61064-00200 Nairobi
15. Development Bank of Kenya Limited P.O. Box 30483-00100 Nairobi
16. Diamond Trust Bank of Kenya Limited P.O. Box 61711-00200 Nairobi
17.  Dubai Bank (K) Limited P.O. Box 11129-00400 Nairobi
18. EABS Bank Limited P.O. Box 49584-00100 Nairobi
19. Equatorial Commercial Bank Limited P.O. Box 52467-00200 Nairobi %
20. Equity Bank Limited P.O. Box 75104-00200 Nairobi
21. Family Bank Limited P.O. Box 74145-00200 Nairobi
22. Fidelity Commercial Bank Limited P.O. Box 34886-00100 Nairobi
23. Fina Bank Limited P.O. Box 20613-00200 Nairobi
24. Giro Commercial Bank Limited P.O. Box 46739-00100 Nairobi
25. Guardian Bank. P.O. Box 46983-00200 Nairobi
26. Habib A.G. Zurich P.O. Box 30584-00100 Nairobi s
27. Habib Bank Limited P.O. Box 43157-00100 Nairobi
28. Imperial Bank Limited P.O. Box 44905-00100 Nairobi !
29. Investments and Mort. Bank Limited P.O. Box 30238-00100 Nairobi
30. Kenya Commercial Bank Limited P.O. Box 48400-00100 Nairobi
3l.  K-Rep Bank Limited P.O. Box 25363-00603 Nairobi
32. Middle East Bank Limited P.O. Box 47387-00100 Nairobi
33. National Bank of Kenya Limited P.O. Box 72866-00200 Nairobj
34. NIC Bank Limited ' P.O. Box 44599-00100 Nairobi
35. Oriental Commercial Bank Limited P.O, Box 44080-00100 Nairobi
36. Paramount Universal Bank Limited P.O. Box 14001-00800 Nairobi
37. Prime Bank Limited P.O. Box 43825-00100 Nairobi
38. Southemn Credit Banking Corporation Limited P.O. Box 1166-00400 Nairobi -
39. Stanbic Bank Kenya Limited P.O Box 30550-00100 Nairobi
40. Standard Chartered Bank (K) Limited P.O. Box 30003-00100 Nairobi
41, Transnalional Bank Limited P.O. Box 34353-00100 Nairobi
42, Victoria Commercial Bank Limited P.O. Box 41114-00100 Nairobi

Financial Institutions
1. Prime Capital and Credit Limited P.O. Box 46559-00100 Nairobi

Mortgage Finance Companies
l. . Housing Finance Company of (K) Limited - P.O. Box 30088-00100 Nairobi
2. Savings and Loan (Kenya) Limited P.O. Box 45129-00100 - Nairobi

KAKAI CHELOTI,
Directar, Deposit Protection Fund Board.
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