Quarterly Economic and
Budgetary Review

Third Quarter, Financial Year 2021/2022
Period Ending 31st March, 2022

May 2022 Edition






TABLE OF CONTENTS

TABLE OF CONTENTS ....ccccevssensasasasreasasasases . 1
ACKNOWLEDGEMENT I \
LIST OF ABBREVIATIONS AND ACRONYMS.. v

HIGHLIGHTS OF THE THIRD QUARTERLY ECONOMIC AND
BUDGETARY REVIEW REPORT IN THE 2021/22 FY .ccccsacscnscsssssasesesasescsesess VIII

10 RECENT ECONOMIC DEVELOPMENTS..... 1
1.1 ECONOMIC GROWTH .....cceuemirimaneeriseniesstsccsasinssssssssasssassessssssstesesessassssesnsssssssesssssesssamesssosasasetns 1
12 IINFLATTION. . is s cussvsssensssassossnsnssssssessisissnsiasissens s neises narassarsboss sorasssoss soroeasasssssess somsnssnansosnbosossesesasn 3
13 INTEREST RATES.......cociiieiiitireinranieiatsisesscrsissstssssssssesssnsessassasssssasssssssssesss st stasssssssnsosnenssastesnensennt 5
14 MONEY AND CREDIT.......c.cocotieuiuccunuesseasesntsnasasesssesasassessssasesesssssssssssssesostasssnsasessssssssensasesesinses 5
15 BALANCE OF PAYMENTS ......cccooeveerieeieninnen. e 3 dnrdasmen sas s e e R oA SR ek SRR PR RSP e R 7
1.6 FOREIGN EXCHANGE RESERVES.........cooruiieeuitneeseetessesietssssiesstessassasesssstesossssessesseeassessnenntensnsens 8
1.7 EXCHANGE RATES ......ccooiiimimtiaiirintisi st sesistnesiseesetesetessssss st setes et et stsss st snesetesamsssmm s sesssssstameasnsnind 9
18 CAPITAL MARKETS .....cocoeoitrieiiintareaeisenseneasassassnsssesssasenasesssssnsssnssssasessessassssssnsessassseasosseesaes 10 |
2.0 FISCAL DEVELOPMENTS....cccccoereennestsesanceses , SUR———— | |
2.1 REVENUE . svsvssssnsvssvaristsniassssasssvsnissmssisitssssssns snssnansuss onen senesssasseras snsesnonssasessassomasssse ssimsssasnsrsasssassens 11
22 EXPENDITURE ..onucssssssssssssssssss ssnsssnssss 55 isssisisasiisnsn sintarsonssresensas sassssssssasasessssosssosstmeasesosasesons 12
22,1 NATIONAL GOVERNMENT EXPENDITURES BY PUBLIC AGENCIES .......ccocoomiimceieeecneeseeeresserenen 14
222 PENDING BILLS ..ottt seesese e ste et se et st ese et esssa e st se et sesascasssse e e st asnesemereasaseeesasenes 16
223  (GUARANTEED DEBT SERVICE .......... o A TR R R A N AR A SRS R 16
23 FISCAL QUTTURN ....ooteviuiititieieeeeseassseties e sesessseasesesasessssasesas ssesesessasessssssassssssnssssenesssesessssscanns 17
24 FINANCING ..ottt it cs et et st et et steesceea s ss s te ke saaesseses s st oesebesesebamemasessens semsasassenssnmsasmranss 19
240  EXTERNAL FINANCING ...ucoeoitecntiireniatsiesasessseseaesesesessesesesessssssesstssessnsesasssnsasessesesesasensnmoestessanes 19
242  DOMESTIC FINANCING ...ccooetvtriaiiriiensssstesesesesssesesesesesssesstesasassesssessssasnssesssesssessmsesassssasnesssssemnes 19
30 PUBLICDEBT . avien . o 22
3.1  OVERALL DEBT POSITION.....ccocttiiateiiransenrusiesstarcassesstssesassssssssssssasesssssssmsnsosasasasssssesassesasensesasessessass 22
3.2 DOMESTICDEBT ...vuiuiiiieicianeeeiecetetessststaaraenceeansssssssessasaesss e sesesseasasensorrasmssesssnssnsssnesssnensonses 22
3.3 EXTERNAL PUBLIC DEBT :.oxssussssssvssvssisissasessnsssss sssssssio s oo sisissssionissnsassanssnsnssmasssansnarensavass 24
3.3.1  EXTERNAL DEBT SERVICE ....cceevuetuiereusisiniaserssesasansaesenssasamssesssssasssnsasssssssssssassssssesosssesenssenssssasasnn 26
4.0. ANNEXES... - .. w29
4.1. ANNEX I: FISCAL RESULTS, 2015/16 —2021/2022 (KSH. MILLIONS) ...c.0uvvevererusiesetecnemescssesemsssssnesnees 29
42. GFSM 2014 COMPLIANT TABLES FOR BUDGETARY CENTRAL ~ GOVERNMENT...30
4.2.1 ANNEX II: REVENUE (KSH. MILLIONS) ...vurueteteiuruesescecsraessessssssssessssassssssssmssesssnssosasonesasassesssessesses 30
4.2.2. ANNEX HI: EXPENSE (KSH. MILLIONS) ..ucoviutiueiisireissecsensesseescseesesomsssessnsessssamsesssssessssassasossssssesssmses 31
4.2.3. ANNEX IV: TRANSACTION IN ASSETS AND LIABILITIES (KSH. MILLIONS) ....ccocuemmuesrebescaesesncsscnes 32
4.2.4. ANNEX V: STATEMENT OF SOURCES AND USES OF CASH (KSH. MILLIONS) ....covveveueieieeeeecncecesnenes 33
4'.2.5 ANNEX VI: STATEMENT OF GOVERNMENT OPERATIONS (KSH. MILLIONS) ....cocevevvreennne AT 34

iii



nay
souUIrce.

containe
The
ps@ireq,

Ny

1in this report are welco
ional Treasury, F.0O
uiry.go.ke

iew report is compiled by ihe National Treasury. Information contained herein
Heproduced without resiric

Comments, suggesiions s

» provided due acknowledgement is made of the
i1 as requests for clarificaiion of information
should be addressed to the Principal Secretary,

30007-00100, GPO, Nairobi. or email to:

ra




LIST OF ABBREVIATIONS AND ACRONYMS

ADB
ADF
AT-A
AMISOM
ARUD
BAEA
CBK
CBR

CF

CFS
EAPC
EBUs
EEC

EIB
EI&ICT
EPW&NR
ES
DANIDA
FPE

FSE

FY

GDP
GECA
GESM
GILO
GOP
ICT

IDA

IDF
IFAD
IMF

African Development Bank

Asian Development Fund

Appropriation-in-Aid

African Union Mission in Somalia

Agriculture, Rural and Urban Development
Arab Bank for Economic Development of Africa
Central Bank of Kenya

Central Bank Rate

Contingency Fund

Consolidated Fund Services

East African Portland Cement

Extra Budgetary Units

European Economic Community

European Investment Bank

Energy, Infrastructure and Information Communication Technology
Environment Protection, Water and Natural Resources
Equitable Share

Danish International Development Agency

Free Primary Education

Free Secondary Education

Financial Year

Gross Domestic Product

General Economic and Commercial Affairs
Government Finance Statistics Manual
Governance, Justice, Law and Order

Gross Operating Balance

Information, Communication and Technology
International Development Association

Import Declaration Fee

International Fund for Agricultural Development

International Monetary Fund



Kenya MNational Burexu of Statistics

S EC e

PN O EA AN AT

i

MDA

Mn Million

NDA Met Domestic Asscis
NDF Nordic Developmes

Net Foreign Assets:

NIS National Intelligence hervice
MR MNet  ending/ Borrewins
NOB Net Operaiing Balancc

NSE Nairobi Securities !

D O
(20
=

Operation and Mainen:
Oil Producing and =wporting Countries

Public Administration snd International Affairs

Semi-Autonomous Ciovernment Agencies
State Corporations
Standard Gauge Eaibway

State Owned Enterprises

Social Protection, Culivre and Recreation
Tana River Development Authority
United Kingdom

United States Dollar

VAT Value Added Tax
Sl Of W hich

Vi




LEGAL BASIS FOR THE QUARTERLY ECONOMIC AND
BUDGETARY REVIEW REPORT

The Quarterly Economic and Budgetary Review Report is Published in
accordance with Section 83 of the Public Finance Management Act, 2012. It
states as follows:

83. (1) An accounting officer for a national government entity shall prepare a
report for each quarter of the financial year in respect of the entity.

(2) In preparing a quarterly report for a national government entity, the
accounting officer shall ensure that the report—

(a) Contains information on the financial and non-financial performance of
the entity; and

(b) Is in a form that complies with the standards prescribed and published by
the Accounting Standards Board from time to time.

(3) Not later than fifteen days after the end of each quarter, the accounting
officer shall submit the quarterly report to the Cabinet Secretary responsible for the
entity and the National Treasury.

(4) The Cabinet Secretary responsible for an entity shall forward a copy of the
report to the Cabinet Secretary and Controller of Budget.

(5) Not later than forty five days after the end of each (juarter, the National
Treasury shall—

(a) consolidate the quarterly reports and submit them to the National
Assembly and a copy of the reports to the Controller of Budget, Auditor
General and the Commission on Revenue Allocation; and

(b) Publish and publicize the reports.

(6) In the case of an entity that is a state corporation, the accounting officer
for the corporation shall submit the quarterly report to the Cabinet Secretary
responsible for the corporation who shall, upon approving it, forward a copy to the
Cabinet Secretary.

vii
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Stable prices
Year-on-year overall inflation rate has remained low, stable and within the policy
target range of 5+-/-2.5 percent since end 2017, In March 2022, it decreased to 5.6
percent from 5.9 percent in March 2021 mainly due to easing electricity and puinp
prices following governmen: interventions.

Interest Rates

Short-term interest mi s remained fairly low and stable. The Central Bank Rate
' ert as the accomy nodatl ve monetary policy stance

© that ii‘sﬂaﬁziomrjf expectations are well anchored
| Vit economic recovery. As such,
v 12.2 percent in February 2022 from 12.0 percent

werage deposit rate increased 6.6 percent from 6.5

E
the average lending Febr
in February )C_ 1 wh
percent over the same

Money and Credit

Broad money supply, derated to a growth of 4.7 percent in the year o
March 2022 mmpmed? o a growih of 10.1 percent in the year to March 2021. The
slowdown was mainly duc to o relatively lower Net Foreign Assets (NFA).

M
]

Current Account

The current account deficit ‘f.fi/f:> at USD 5,911.3 million (5.0 percent of GDP) in
March 2022 compared to USD 4,713.5 million (4.3 percent of GDP) in March
2021. The current account haiance was supported by an improvement in the net
receipts on the services account and the net secondary income balance.

Foreign Exchange Reser
The official forei gn exchai
8,432.2 million (4.2 mon f import cover) in March 2022 compared to USD
7,741.2 million (4.7 months of import cover) in March 2021. This fulfils the.
requirement to maintain reserves at minimum of 4.0 months of imports cover to

]

1
plowde adequate buffer againsi sh +{ terim shocks in the foreign exchange marke
Capital Markets
Activity in the capital markers remained fairly stable in March 2022, The NSE
20 Share Index stood at 1,847 points by end of March 2022 compared to 1,84
points by end March 202 1. /larket capitalization was at KSh 2,426 billion from
KSh 2,437 billion over the same period.
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8.

10.

11.

12.

13.

14.

15.

Revenue Collection

The National Government’s cumulative revenue collection including A-I-A for
the period between July 2021-March 2022 amounted to KSh. 1,520.9 billion (12
percent of GDP) against a target of KSh. 1,506.6 billion. The revenue was above
target by KSh. 14.3 billion mainly due to over performance in ordinary revenue.

Expenditure and Net Lending

The total expenditure and net lending inclusive of transfers to County
Governments for the period ending 31 March, 2022 amounted to KSh.
2,069.1billion, against a target of KSh. 2,089.8 billion. The resultant under
expenditure.of KSh. 20.7 billion is mainly attributed to lower absorption recorded
in development expenditures by the National Government and lower than
targeted transfers to County Governments.

Guaranteed Debt

The government did not service any guaranteed debt on behalf of Parastatals
during the period under review.

Fiscal Balance

The fiscal balance excluding grants (on a commitment basis) amounted to a
deficit of KSh. 548.2 billion (4.3 percent of GDP), as at the end of March, 2022.

External Financing

The Net Foreign repayment amounted to KSh. 19.4 billion (1.5 percent of the
GDP) during the period ending 31% March, 2022.

Net Domestic Borrowing

Net domestic financing amounted to a net borrowing of KSh. 472.5 billion (3.7
percent of GDP) in the period ending 31* March, 2022.

Domestic Debt Stock

The stock of gross domestic debt increased by KSh. 622.5 billion from KSh.
3,569.8 billion in March 2021 to KSh. 4,192.4 billion in March, 2022

External Debt Stock

The total external debt stock, including the International Sovereign Bond, stood
at KSh. 4,209.6 billion by the end of March, 2022. The debt stock comprised of
multilateral debt (43.2 percent), commercial debt (28.7 percent), bilateral debt
(27.8 percent) and suppliers” credit (0.3 percent).



10 RECENT ECONOMIC
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2. Activities in agriculture, foresiry ond fishing sector recorded a slowdown in the 2021
mainly on gccount of leqs than expec i_ rajn'" Ul during the pcnou The sector is estimated to
have contracted by 0.2 percent in 2021 compared to a growth of 4.6 percent in 2020 (Table 1).
This was evident in the dec} ne in preducrion of key food crops such as maize, beans and wheat.
Production|of cash crops such 2as tea coffee also declined during the period. The sector’s
performance was somewhat supportec fioim a sieeper contraction by increased milk production
as well as irjcrease in exports of cut flowe:. The sector had minimal coniribution to GDP growth
in 2021 compared to 0.9 percentage poil

15 contribution in 2020 (Chart 1b).

3. The| performance of the industry sector improved fo a growth of 6.5 percent in 2021
compared {o a growth of 3.2 percent in 2020. This was mainly on account of improved
performange of the manufacturing and w‘lrcmuty and water c;uppiy sub-sectors despite 2
slowdown in the construction sector. The industry sector accounted for 1.1 percentage points
of growth ih 2021 compared to 0.5 percentage point contribution to GDP in 2020.
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RECENT ECONOMIC DEVELOPMENTS

e s

5 Performance of the construction sub-sector was relatively slower in 2021 compared to
2020. The sub-sector expanded by 6.6 percent in 2021 compared to a growth of 10.1 percent
in 2020. The growth was mainly supported by continuous public investment in road
infrastructure. The slowdown in growth in the sector was attributed to a decline in the quantity
of imported iron and steel, non- ferrous metals, and cement clinkers.

Table 1: Sectoral GDP Growth rate (percent)

! 2019 2020 2021
Sectors
P Q2 Q3 Q4 QMO Q Q2 Q3 Q4 QQ4l Q1 Q2 Q3 Q4 Q14

Primary Industry K 45 34 11 16 28 |46 78 (39 95 47 105 00 14 07 07
Agriculore, Forestry and Fishing |48 33 09 13 27 |45 80 (23) 98 46 |04 05y 06 (L2) (02)
Mining and Quartving 5(1.3) 70 55 64 43 |65 39 56 60 85 107 109 164 345 180
Secondary Sector (Industry) 38 49 42 29 39 |33 (L0) 2255 RS I ET.0000 [l s 8RS (e 618
Manufacturing V27 44027 09 26 |14 (5 QY 44 (04 |21 113 102 49 69
Electricity and Water supply 130 13 1S 10 LT |15 @) 08 46 0.6 |3 72 64 28 50
Construction 6l 73 079 740 72 (89 60 102 152 101 |68 68 67 60 66
Tertiary sector (Services) 166 75 67 61 68 |39 (66 (42) (09 (1.8 |32 149 14 91 96
Wholesale and Retail trade 143 63 33 5 53 533 G G 14 (0573 92 64 84 79
Accomedation and Restaurant JASSO1L6 119 177 143 |(140) (57.2) (62.0) (57.7) (47.7) [(33.0) 901 127.5 1186 3525
Transport and Storage 168 38 46 32 63 |21 (168) (102) (62) (7.8) [ (79 186 142 65 72
Information and Commmuication  : 88 68 65 39 70 |78 49 49 75 63 [100 171 41 53 §8
Financial and Insurance (7395 107 52 8l 62 32 33 106 59 '1L8 173 118 99 125
Public Administration P74 091 85 84 84 |47 43 83 102 70 |68 76 48 33 ‘56
Others (61 62 61 60 63 |35 B (54 @D (32) ' 33 148 126 98 103
of which Real Estate 113072 67 5T 67 41 36 38 48 41 “ 67 74 71 57 67
Education (36 33 67 91 AT |48 QLD (161 (48) (93) 115 316 283 180 214

Health P32 53 55 55 55 171 90 44 29 &7 58 62 41 78 6@

Taxes less subsidies (16) 52 44 73 39 55 (205 (83) (74) (8 L8 185 125 157 119
Real GDP - 148 60 50 46 51 |44 @ (5 23 @3 27 110 93 74 18
of which Non-Agriculre 157 69 61 351 59 |42 (360 27 19 (06) 34 140 110 85 91

Source of Data: Kenya National Bureau of Statistics

6. The activities in the services sector improved significantly due to the 2020 base effect.
This sector was the most hit by the COVID-19 pandemic in 2020. The sector grew by 9.6
percent 2021 compared to a contraction of 1.8 percent in 2020 (Table 1). The strong growth
was largely characterized by substantial improvement in accommodation and food services
(52.5 percent), and education services (21.4 percent) that had been severely affected by the
pandemic. The sector was also supported by strong growths in wholesale and retail trade (7.9
percent), real estate (6.7 percent), transportation and storage (7.2 percent), and financial and
insurance activities (12.5 percent). The services sector contributed 5.4 percentage point to real
GDP growth in 2021 compared to the -1.0 percentage point contribution in 2020.
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ECONOMIC DEVELOPMENTS

9. Fuel inflation eased to contribute 1.1 percentage points to year-on-year overall inflation
in March 2022 from a contribution of 2.3 percentage points in March 2021. This was mainly
due to the effect of Government measures to stabilize fuel prices and lower electricity tariffs.
However, there was notable increase in the prices of petrol and diesel in March 2022 compared
to March 2021.

10.  The contribution of core inflation to year-on-year overall inflation has been low and
stable, consistent with the muted demand pressures in the economy on account of prudent
monetary policies. The contribution of core inflation to overall inflation remained stable at 0.8
percentage points in March 2022 same as in March 2021.

Chart 2b: Contribution to Overall Year-on-Year Inflation
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11. Kenya’s year-on-year overall inflation rate compares favorably with the rest of Sub-
Saharan Africa countries. In March 2022, Kenya recorded a lower inflation rate than South
Africa, Burundi, Ghana, Nigeria and Zambia (Chart 2¢).

Chart 2¢: Year on Year Inflation Rates of selected Sub-Saharan African Countries
(March, 2022)
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12, Tha Cenital Bank Rate wWas 1oiaiiicd at 7,00 perceint as the acconunodative monetary

n that inflationary expectations are well anchored
it the ongoing economic recovery. Short-term interesi
ported by ample liquidity in the money market partly

policy starlce remained appropriate
within the farget range and is in line -
rates remaiped fairly low and stable s«
reflecting Government payments. As such, the interbank rate declined to 4.7 percent in March
2022 from 5.2 percent in March 2021 {"hart 3).

13, Inigrest rates on the Treasury ¢
day Treasury Bills rate was at 7.3 pc
2021. Ovel the same period, the 182
ile the 364-day also incie:

in March 2022 compared to 7.0 percent in March
Treasury Bills rate increased to 8.1 percent from 7.8

percent w 0 9.8 percent from 9.1 percent.
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14. Commercial banks’ lending rates remained relatively stable in February 2022 supported
by the accpmmodative monetary policy stance. The average lending rate was at 12.2 percent
in February 2022 from 12.0 percent in February 2021 while the average deposit rate increased
6.6 percent from 6.5 percent over the same period. Consequently, the average interest rate
spread remjained stable at 5.6 percent over the review period.

1.4 Money and Credit

15, Broad money supply, M3, moderated to a growth of 4.7 percent in the year to March
2022 compared to a growth of 10.1 percent in the year to March 2021 (Table 2). The slowdown

i due to-a dechne i the Met Eoreign-Assets-(NEA). Met Foreign Assets (NFA) of the
banking system in the year 2022 contracied by 38.0 percent, compared o a
coniraction of 10.0 percent in ¢ -t March 2021. The decline in NFA was paitly due 10
the Centrdl Bank payments of Government external obligations and increased commercial

hanks’ loahs from nonresidents.




RECENT EC ONOMIC DEVELOPME\ITS

Table 2: Money and Credit Developments (12 Months to March 2022 Ksh. Biilion)

Change Percent Change
2020 2021 2022 2020-2021 | 2021-2022 | 2020-2021 | 2021-2022
March March March March March March March

COMPONENTS OF M3 5 ; '

1 Money supply, M1 {1.1+1.251.3) 15951 L7167 1.796.3 1216 79.6 7.6 14
1.1 currency outside banks (MO) 1983 2258 248.1 276 22,3 139 9.0
1.2 Demand deposits 1.306.2 1.4058.3 14432 99.3 9.7 7.6 28
1.3 Other deposits at CBK 90.7 854 103.1 (3.2) 17.6 (3.8) 20.7

2. Money supply, M2 (1-2.1) 30189 32303 34102 2314 159.9 .7 19
2.1 Tane and savings deposits 14257 1.333.5 1.613.8 109.8 80.3 7.7 32

Mouney supply. M3 (2+3.1) 3,661.0 4,030.0 42212 369.0 191.3 10.1 47
3.1 Foreign currency deposits 642.2 779.7 811.1 137.5 314 214 1.0

SOURCES OF M3 :

1. Net forelgn assets (1.1+1.2) 767.7 691.0 428.1 (76.7) (262.9) (10.0) (38.0)
1.1 Central Bank 300.6 690.7 600.8 (109.9) {89.9) (13.7) (13.0)
1.2 Banking Institutions (32.9) 0.3 (172.7) 332 (173.0) 101.0 (54.748.3)

2. Net domestic assets (2.1+2.2) 238933 3.339.0 3.793.1 4+45.7 4542 154 13.6

2.1 Domestic eredit (21142122 1.3 3.789.¢ 1.361.2 5.0226 5723 661.4 15.1 152

2.1.1 Government (nst) 1.036.8 1.106.6 175383 369.8 357 357 250
2.1.2 Other public sactor 90.9 89.3 §T.1 (1.6} 22) (1.8) (2.5
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16.  Net Domestic Assets (NDA) registered a growth of 13.6 percent in the year to March
2022, a slowdown compared to a growth of 15.4 percent over a similar period in 2021 (Table
2, Chart 4). The growth in NDA was supported by net lending to Government, and resilient
growth in credit to the private sector as business activities improved. The slowdown in its
growth was due to a contraction of credit to other public sector mainly due to a decline in
borrowings by County Governments and parastatals.

Chart 4: Growth in NDA and its Sources (Percent)
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1% Private sector credit improved to a growth of 10.9 percent in the 12 months to March
2022 compared to a growth of 7.7 percent in the year to March 2021. This was supported by



i
measures b
credit gro

recovery

¢ accommodative monetary policy and other policy
y government to mitigate the adverse impact of COVID-19 on the economy. Strong
wth was observed the }ollowmﬁ sectors: transport and communication,

N economic activities,

]"1

manufactufi
mining and
for the vu
hﬂmu by

18.  The
(0.03 perce
GDP)inl

kil 1

i

ing, trade, consumer durables and business services. All economic sectors, except
quarrying, registered po ¢ credit growth rates. The Credit Guarantee Scheme
nerable Micro, Small and Madium Enterprises (MSMEs), continues to de-risk

commercial banks hence rermains critical to increasing credit flow to the private
2 of Payments

s position declined to a surplus of USD 34.1 million
nt of GDP) in March 2022 {rem a surplus of USD 1,196.1 million (1.1 percent of
arch 2021 {Chart 5). This mainly due to a decline in the merchandise account

overall balance of paymes

roqpr‘h“\r‘r H‘h’\rﬂooﬂ{l 1mnn te af oil 91 a Vel

i other intermediate soods
b o

Chart 5: Performance of ?Ta Components

i g

5

E QL &

po T %

s N e

”":." — o7

e o0g T oa

P 3 L ‘

3 e e 4 6% 1“_1 :} e I
5 O T
g4

o3 5 = = — -

- v — (Y Y] o] N 4

< . - = < = Y

£ = = = & 3 S

Loe o = L=ad o
Fifncal & Capilat A Current Account dehicit

Sourece of Data: Central Bank of Kenya

19.  The current account deficit was at USD 5,911.3 million (5.0 percent of GDP) in March
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Table 3: Balance of Payments (USD Million)
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21.  Net receipts on the services account improved by USD 982.1 million to USD 1,249.6
million in March 2022 compared to a similar period in 2021. This was mainly on account of
an increase in receipts from transport and tourism as international travel continued to improve.
Net Secondary income remained resilient and increased by USD 1,221.3 million during the
review period supported by remittances. The balance of the primary account widened by USD
506.0 million to a deficit of USD 1,796.2 million in March 2022, from a deficit of USD 1,290.2
million in the same period last year, attributed to increased payments on portfolio investments.

22.  The capital account balance improved by USD 14.7 million and registered a surplus of
USD 194.1 million in March 2022 compared to the same period in 2021. Net financial inflows
also improved to USD 6,948.8 million in March 2022 compared to USD 3,515.9 million in
March 2021. The net financial inflows were mainly in the form of other investments, portfolio
investments, financial derivatives and direct investments.

1.6 Foreign Exchange Reserves

23.  The banking system’s foreign exchange holdings remained strong at USD 12,590.0
million in March 2022 from USD 12,850.2 million in March 2021. The offa%;forelgn 2
exchange reserves held by the Central Bank increased to USD 8,432.2 million (4. 9 months of
import cover) in March 2022 compared to USD 7,741.2 million (4.7 months of import cover)
in March 2021 (Chart 6).
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1.7 Exchange Rates
25.  The foreign exchange marker has largely remained stable despite the tight global
o o

financial conditions attributed to strengihening US Dollar. The Kenya Shilling to the US Doliar
exchanged|at Ksh. 114.3 in March 2027 compared to Ksh. 109.7 in March 2021. Over the same
period, thel Euro exchanged at Ksh. 126.2 compared to Ksh. 130.9 while the Sterling Pound
exchangedjat Ksh. 151.0 compared i . 152.2 (Chart 7a).
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26.  Incomparison to most Sub-Saharan Africa currencies, the Kenya Shilling has remained
relatively stable weakening by 4.2 percent against the US Dollar (Chart 7b). This depreciation
of the Kenya Shilling was lower than that of Burundi Franc, Nigerian Naira, Mauritius Rupee
and Botswana Pula. The stability in the Kenya Shilling was supported by increased remittances,
adequate foreign exchange reserves and favorable horticultural exports.

Chart 7b: Performance of Selected Sub-Saharan Countries Currencies against the US
Dollar (March, 2021 to March, 2022)
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1.8 Capital Markets

27. Activity in the capital markets remained fairly stable in March 2022. The NSE 20 Share
Index stood at 1,847 points by end of March 2022 compared to 1,846 points by end March
2021. Market capitalization was at KSh 2,426 billion from KSh 2,437 billion over the same
period (Chart 8).

Chart 8: Performance at the NSE by end March, 2022.
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2.0 Revenue
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30.  Asaproportion of GDP, the total revenue and grants in the period under review was
12.2 percent compared to 11.1 percent in the corresponding period in the FY 2020/21. Total
grants amounted to KSh. 20.0 billion against a target of KSh. 24.7 billion, which was an
under performance by KSh.4.6 billion.

Chart 9: Ordinary Revenue by Source, Period Ending 31« March, 2022
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Source of Data: National Treasury
2.1 Expenditure

31.  The total expenditure and net lending for the period under review amounted to KSh.
2,069.1 billion, against a target of KSh.2,089.8 billion. The resultant under expenditure of
KSh. 20.7 billion is attributed to lower absorption recorded in development expenditures
by the National Government and below target transfers to County Governments. Recurrent
expenditure for National Government amounted to KSh. 1,455.0 billion (excluding KSh.
35.0 billion for Parliament and Judiciary), against a target of KSh. 1,438.3 billion leading
to an above target expenditure of KSh. 16.7 billion. The over expenditure in recurrent
category is mainly attributed to above target expenditure on Operation and Maintenance
(O&M) and pension payments (Table 5 and Chart 10).
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211 National Government Expenditures by Public Agencies

33.  The total ministerial and other public agencies expenditure including A.LA was
KSh. 1,312.6 billion against a target of KSh. 1,561.3 billion. Recurrent expenditure was
KSh. 960.8 billion against a target of KSh. 1,049.1 billion, while development expenditure
amounted to KSh. 351.8 billion against a target of KSh. 512.2 billion. The percentage of
total expenditures to the target was 84.1 percent while the percentage of total expenditures
to the target for recurrent and development were 91.6 percent and 68.7 percent respectively,
as at the end of the period under review. The discrepancy between actual and target
expenditures was partly due to the non-capture of the parastatals and some other
government entities expenditures. These ministerial expenditures are therefore, provisional.

34,  As at the period ending 31" March, 2022, recurrent expenditures by the State
Department for Early Learning and Basic Education, State Department for University
Education; Teachers Service Commission; State Department for Vocational and Technical
Training and the Ministry of Health (Social Sector) accounted for 40.5 percent of total
recurrent expenditure. In addition, the State Department for Interior and the Ministry of
Defence each accounted for 10.1 percent of total recurrent expenditure respectively.

35.  Analysis of development outlay indicates that the State Department for
infrastructure accounted for the largest share of the total development expenditure (23.4
percent), followed by the State Department for Planning (13.4 percent), Ministry of water,
Sanitation and irrigation (12.2 percent) and the National Treasury (11.8 percent). The
expenditures by large Ministries/State Departments were below target because of under
reporting of expenditure from the sub-national, parastatals and some donor funded projects.
Table 6 shows the recurrent and development expenditures by Ministries, State
Departments and other government entities for the period under review.
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36.  During the period under review, the National Security Sector recorded the highest
absorption of 100.5 percent of its budget, followed by Education at 91.8 percent.
Agriculture, Rural and Urban Development (ARUD) recorded the lowest absorption of 56.7

percent (Chart 11).

Chart 11: Sectoral Budget Absorption as at 31+ March, 2022

SRR AR
ERWANR, 7585

% % € sy 1 ~
Natronal Faounmy
P IR

Source of Data: National Treasury

2.12 Pending Bills

37.  The total outstanding national government pending bills as at 31* March, 2022
amounted to KSh. 434.5 billion. These comprise of KSh. 385.6 billion (88.7 percent) and
KSh. 48.9 billion (11.3 percent) for the State Corporations (SCs) and Ministries/State
Departments/other government entities respectively. The SCs pending bills include
payment to contractors/projects, suppliers, unremitted statutory and other deductions,
pension arrears for Local Authorities Pension Trust, and others. The highest percentage of
the SCs pending bills (59.1 percent) belong to Contractor/Projects and Suppliers.
Ministries/State Departments and other government entities pending bills constitutes
mainly of historical pending bills as at the end of the 2019/20 Financial Year.

38.  The national Government policy on clearance of pending bills continues to be in
force. All MDAs are therefore, expected to continue with prioritization of payment of the
pending bills by settling them as a first charge in the FY 2021/22 budget in line with the
Treasury Circular No. 7/2019.

2.13 Guaranteed Debt Service

39,  The government did not service any guaranteed debt during the period under review
since cumulative principal and interest payments of guaranteed loans to parastatals with
liquidity problems were fully paid.

16



2.2 |[Fiscal Qutturn
40. Between 1™ July, 2021 ard 31% March, 2022 thefiseal balance {on-—commitmert——
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Table 8: Budget Outturn, Cumulative Ending 31+ March, 2022 (KSh. Millions)

20202021 20212022 Deviation | % growsh | 2021i2022as a %3|2020:2021
of GDP Actual as
a%of
Actual Actual® Targets Acraal [Targets| GDP
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AMISON Receipts 3,347 2536 amns (190 - e 00 a4
Nairobi County @ NMS 3017
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Appropriadon-in-Aid 0359 (33 By o o1 nl
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Foreign Interest 132 a7 aT ar
Dension & Other CFS 10,772 137 a7 0.7 o
TWages and Salaes 27 3l 3 33
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2. Development and Net Lending 1.9 29 29 R
O W Domestically fmanced 6.1 23 PR 232
Foreim Snanced {190 Qg Qo 1l
3 Equabration Fund - - an 00 2.
3. County Covermnnts 216320 240,441 31 337 19 18
5.CF - - - . 0.0 - 0.0
C. DEFICIT EXCL.GRANT (Commitment basis) (348,179) (383,105) 4,927 (1.7) (1.3 (1.6) (EAN]
D. DEFICIT INCL.GRANTS (Commitment basis) 357,045) (328,151) (358,437) 30,286 (93] (1.2) [EX)) 3.9
E.ADJUSTMENT TO CASH BASIS 35,995 26,708 - 36,708 0.3 - a5
F. DEFICIT INCL.GRANTS (Cash basis) (301,050) {491,443) {358,437) 66,994 1.9 (3.9) 4.4 [EX )
Direvepancy (333EM 28205 -
G.FINANCING 357,702 353,148 358,437| (105,289 *.h 6 44 3.3
1. Net Foreign finaucing 10,171 19,351 -1,884] (17,368) (19139 0.2 ©o .2
Disbursements 123,911 145,034 (19.661) 0.3 16 1.1 11
Prozrorme Loans 7,100 30,837 - 23 N3 Qi
Project Cash Loans 20,830 28006 333 a2 az 2.2
Project Loans AlA 49,067 7617 23 03 06 03
Project Loans SGR_PHASE_1&23_AlA 11,313 Q : - 1 - 0.1
Comemercial Finasacing 6,393 D - - - - 0.1
Debraepayment - Principal (103,730 (138018 ¢ .35 {L.1) (1.2) 0.5
2. Net Domestic Finnucing 360,321| (S7.822) 13 3 44 ERY
Government Securites (79,178 126 38 a3 3R
Government Overdrait & Others - 3 02 )
Movement in Government Deposits - s 0.8 n3
Domestic Loan Repayments (et Receiptsh 12518 bl 0.0 0
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Source of Data: National Treasury
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42. ‘.ﬁmne the period anﬁer revicw, net external repayments amounted to KSh. 19.4
billion (Talble 9). Total disbursements {if »s} including Appropriations-in-Aid amounicd
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232 Damestic Financing

43. By the end of Mairch 2022, net %n iestic borrowing amounted to KSh. 472.5 billion
(Table 10)|against a target barrowing of KSh. 560.3 billion (Table §). The borrowing
comprised pf KSh. 320.5 billion from MNon-Banking Financial Institutions, KSh.176.0
billion frow| commercial banks, Ksh, ,'ii .3 billion from the Central Bank and KSh. 14
million (net|repayment) to Mon-Residenis while the Government drawdown from deposits

at the CBKJamounted to K5h. 120, l%;-an. L.ompm‘atwe}y, tor the same period in FY
2020/21, the domestic borrowing ammounisd to KSh. 466.5 billion, comprising of KSh.
171.0 billiop from Commercial Banks. Ksh. 255.6 biliion from Non-Banking Financial
Institutions, |KSh. 38.8 billion from the Central Bank of Kenya, and KSh. 0.9 billion from
Mon-Residepis while the Government deposit u) CBK amounted to KSh. 0.2 billion from
other domesyic sources {Table 10 and Chart I
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44.  The stock of Treasury Bills held by commercial banks and Non-Residents recorded
a net decrease of KSh. 22.2 billion and KSh. 0.7 billion respectively while those held by
Non-Banks increased by KSh. 32.3 billion. The stock of Fixed Rate Bonds held by
Commercial Banks and Non-Banks, and recorded a net increase of KSh. 21.6 billion and
KSh. 1.4 billion respectively while those held by Non-Residents decreased by KSh. 1.7
billion (Table 10).
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3.0 PUBLIC DEBT

3.1 Overall Debt Position

45.  The gross public debt as at 31* March, 2022 increased by KSh. 1,062.2 billion to
KSh. 8,401.9 billion compared to KSh. 7,339.7 billion as at end of March 2021. The gross
public debt comprised of 50.1 percent external debt and 49.9 percent domestic debt. The
increase in the public debt is attributed to external loan disbursements; exchange rate
fluctuation; and the uptake of domestic debt during the period. The net public debt was
KSh. 7,952.8 billion by end of the period under review (Table 11).

Table 11: Kenya’s Public and Publicly Guaranteed Debt, March 2020 to

March 2022 (KSh. Millions)

DEBT SOURCE Mar-20 | Jun20 | Sept-20 | Dec20% | Mar-201* | Jun- 217 | Sep-21° Dec2l® | Mar- 22
EXTERNAL '

BILATERAL 1060610 | 1,072,237 1,102,890 | 1,136,091 | 1,142,718 | 1140329 1320211 LT
MULTILATERAL 1073901 | 1321629 | 100840 | 1408857 | LAD3,606 | 1,630,410 | 1609358 1780088
COMMERCIAL BANKS 1088,796 | 1,102,203 | 1,120,803 | 1110388 | 1113417 ) 1187439 1,196,248 | 1208283
SUPPLIERS CREDIT 17208 60| 1708 iS00 W6 13I8 166 123
SUB-TOTAL EXTERNAL 212,633 | 4315810 | 3,663,491 | 2,793,283 | 3,769,867 | 3.999.342 1,038,436 | 4174372 | 4.200.560
DOMESTIC:

CENTRAL BANK S1363| 0| S4e3| M| RIE| §EEE ORISR B
COMMERCIAL BANKS 1370064 | 1633104 | 1,808,043 | 1,760,183 | 1,776,713 | 1,814,100 | 1,017,828 | 1243018 | 1,878,480
TOTAL BANKS 1,635,629 | 1,729,613 | 1,803,507 | 1,850,422 | 1,834,817 | 1,901,774 | 2,008,563 1,031,710 | 2,074,064
NON BANKS & NON RESIDENTS | 1,418,000 | 1,448,800 | 1,363,600 | 1,638,119 | 1,713,003 | 1798319 | 1,020,212 2000638 | 2118280
SUB-TOTAL DOMESTIC 3,070,337 | 178,421 | 3,457,107 | 3488541 | 3,369,841 | 3,697,003 | 3937777 4,032,368 | 4,192,382
GRAND TOTAL GROSS 6,285,172 | 6,694,231 | 7,120,598 | 7,281,826 | 7,339,708 | 7,696,635 | 7,996,263 $.206,740 | 8401912
LESS ON-LENDING gron|  gnn o @ snon canp - : .
TESS GOVERNMENT DEPOSITS | (437629 (497,600 (14.333)] (440.630) (416.763) (3364300 (324.187T| @EL2TH[ (340073
GRAND TOTALNET 5921848 | 6,190,921 | 6,300,544 | 6,335,493 | 6,917,242 | 7,140,205 | 7.452,076 7,745,467 | 7950340
*Provisional :

Source of Data: National Treasury

3.2 Domestic Debt

46.  The stock of gross domestic debt increased by KSh. 622.5 billion from KSh. 3,569.8
billion in March 2021 to KSh. 4,192.4 billion in March, 2022. The net domestic debt was
KSh. 3,743.3 billion by end of the period under review (Table 12).
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FISCAL DEVELOPMENTS

Chart 14: Domestic Debt Stock by Instruments
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Source of Data: Central Bank of Kenya

3.3 External Public Debt

48. In dollar terms, external public debt stock increased by US$. 2,196.1 million from
US$. 34,424.3 million by end of March 2021 to USS$. 36,620.4 million by the end of March,
2022 (Table 13). This comprised debt owed to multilateral (43.1%), bilateral (27.8%),
commercial banks (28.7%), and Suppliers Credit (0.3%). This increase is attributed to
disbursements and exchange rate fluctuations during the period.
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Chart 15: External Public Debt by Source
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3.3.1 External Debt Service

50. By the end of March 2022, the total cumulative debt service payments to external
creditors amounted to KSh. 237.3 billion. This comprised of KSh. 144.7 billion (61 percent)

principal and KSh. 92.5 billion (39 percent) interest (Table 14).
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FISCAL DEVELOPMENTS

51, By the end of March 2022, the total cumulative debt service payments to external
creditors comprised of 46.3 percent, 38 percent and 15.7 percent of the total payments to
commercial, bilateral and multilateral creditors respectively (Chart 16).

Chart 16: External Debt Service by Creditors at end of March, 2022
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Source of Data: National Treasury
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42. GFSM 2014 COMPLIANT TABLES FOR BUDGETARY CENTRAL
GOVERNMENT

4.2.1 Annex II: Revenue (KSh. Millions)

Amnual Budget

GFSAL Estimates Prel Actual  |Prel. Actual  [Prel. Actual
Code Description FY2021:22 FY2021/22 Q1 [FY2021/22 Q2 [FY202122 Q3
| Accounting merhod: Cash Cash Cash Cash
1|Revenue 2,100,666 512,957 1,044,148 1,540,961
11Taxes 1,830,010 134,731 043270 400,282
111| Taxes on income, prefits, and capital gains 834.472 195,472 400,317 550.628
il Parable by mdividuals 435,927 103,695 219,631 333,558
111z Payable by corporations and other enterprises 308,348 89,776 186,683 247070
114 Taxes on goods and services 310,009 212,234 439,733 609,385

1141|General taxes on goads and sersices 381,076 124,71% 238143 39283

11411 Value-added taxes 472,907 120,378 249387 382,307
11413 Taxes on financial and capital wansactions” 8,169 4.330 8,75% 12,5339
1147 |Excises” 3280933 §7.516 181,389 274,349
115 Taxes on international irade and transactions 185,330 47,025 99,221 150,250
1131 Customs and other import duties” 185,530 17028 09,221 120,250
12| Social contributions 373 121 241 315
122| Other social contributions 173 121 241 325
121 Employee conuibutons 473 21 241 323
13i{Grants 62,002 6,633 11,983 20.028
131]  Fromiforsign governments a0,2353 2,883 6,122 13,473

1311 Currant - - - -
1312 Capital 40,253 3588 4122 13473
132!  From internaticnal organizations 2200 1,846 1,838 2,830
1321 Current 2,200 1,848 1,846 2,336

1322 Capital - < - -
133| From other genaral government units 19,230 924 4,017 EX
1331 Current 19,230 923 4,017 3,017

1332 Capital E - - -
14|Other revenue 208.18¢ 51,450 86,633 120,246
141| Property income 37,282 15,418 22,157 24,138
1411 Interast 1,981 82 171 1307
1412 Dridends 29,988 18,747 19,683 0,308
1413 Rent 3308 390 132 2,523
142| Sales of goods and services 167.081 31,512 62.838 94,504
1422 Administratve fees 167,081 31,512 2,338 04,204
143 Fines. penalties, and forfeits 2,205 475 1,285 1,237
144 Afiscellaneous and unidentified revenue 1,612 46 172 457

1. Includes Capital Gains Tax and Stamp duty
2. Includes Ordinary excise, RML,PDL,Electricity levy
3. Includes Import duty, RDL ,IDF

Source:

National Treasury
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Annual Budoed
GFSM Estimates Prel. Actual  [Prel Actual  {Prel. Actual
Code Deseriplion o V2021722 FW2821/22 Q1 [FY2023/22 Q2 |FY2021/22 3
Adeournti ﬂg neethod: Castz Cast: Cash
Zi¥xnen ; 2,99 621,529 1,338,653 2,025,501
21 (i}, ensation of employecs i 53 140,045 265,117 407,344
211 L Wages and salar 52 126,383 247.099 186,389
212} Sheirl contributions 2 13,462 18,618 20,756
2121 Actual social contribuiions 25,245 13,462 18,018 20,756
2Z; Use of geods and services 256,771 97,266 246,939 308,182
O/W Defence and NiS 157,123 38,618 88,252 130,345
Free Secondary Education {} 062,422 14,836 32,141 45,4806}
Free Priguary Education (FPE) 12,001 2.620 6.484 8108
24) Interest 560,262 131,160 274.378 424,771
243 To nonresidents 138,365 30,019 37,296 92,542
242 To residents other than general goveim: 421,897 101,142 217,282 332,230
25! Sphsidies 2,875 5,020 12,329 34,162
251 To public corporations - - -
252 To private enterprises 5,620 12,329 34,162
26; Ghanis 220,437 486,200 759,243
262} Ty international organizaiisns 1,243 1,481 1,914
2621 Curent _j i,241 1,481 1,614
2622 Caprial - - - -
263] To other general gove 219,196 484,718
2631 Curvent { 132,929 254,493
OV Transfer to Cownly Governm: 259,006 43 735 101.488
Transter to Other levels of Gove
(Inchides transfers to SOTs) 341,071 60,204 153,005 250,716
2632 Capital ] 583,289 116,257 230,225 355,190
/W Transfer to County Govern 33 111,000 18,315 43,495 64,896 §
Transfer to Other levels of Governpient
(Includes transfers to SOFs) 97.942 186,730 290,204
27} Sdcial benefits 133,481 27,001 59,491 92,888
273 “niployer social benelis 133,481 27,601 59,491 92,088
28} Otiherexpense 13,825 - - -
262 Miscellaneous other expense 11,823 - - -

Source: Nati

nal Treasury




4.23. Annex IV: Transaction in Assets and Liabilities (KSh. Millions)

Annual Budget
GFSM Estimates Prel. Actual  |Prel, Actual  |Prel. Actual
Code  |Description FY2021/22 FY2021/22 Q1 |FY2021/22 Q2 |FY2021/22 Q3

Accounting method: Cash Cash Cash Cash
3 Change in Net Worth: Transactions (805,452) (115,157) (313,050) (446,335)
31 [Netacquisition of nonfinancial assets 124,207 10,132 26,226 43,522
311 | Fixed assefs 124,207 10,132 26,226 43,522
3111 Buildings and structures 118915 | 9,415 24,104 40,561
3113 Other fixed assets 5,293 717 2,122 2,960
312 | Inventories - - - -
32 |Netacquisition of financial assets 3,141 (25,985) (88,206) (101,769)
3212 | Curency and deposits (Domestic) 3,141 (25,985) (88,206) (101,769)
33 |Net incurrence of liabilities 932,360 99,305 251,069 386,087
331 | Domestic 661,618 127,459 238,204 407,438
3313 Securities other than shares 661,618 247,585 340,476 485,847
3314 Loans - @,151) Y)) 14273
3318 Other Accounts Payable - (115,975) (102,265) (92,681)
332 |Foreign 271,182 (28,155) 12,366 (19,351)
3323 Securities other than shares 475,318 - - | -
3324 Loans ' (204,136) (28,155) 12,366 (19,351)

Source: National Treasury
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4.2.5 Annex VI: Statement of Government Operations (KSh. Millions)

Annual Budget
GFSM] Estimates Prel. Actual  [Prel Actual |Prel. Actual
Code  |Description EY202122 FY202122 Q1|FY2021/22 Q2{FY202122 Q3
Accounting method: Cash Cash Cash Cash
Trausactions Affeciing Net Worth:
1|Revenune 2,100,666 512,957 1,044,148 1,530,961
11, Taxes 1,830,010 434731 013270 1,400,283
12 Social contributions 73 121 241 325
12 Grants 62,002 6,633 11,983 20,028
14 Other revenue 208,150 51,430 86,633 120,346
2|Expense 2.906.118 621,530 1,338,633 2,025,591
21 Compensation of employess 332,378 140,043 265,117 407,144
22 Use of goods and services 236,771 97,266 240,938 308,182
24 Interest 360,262 131,160 274578 34771
23 Subsidies 2,875 3,820 13,329 34,162
24 Grants 1,388 328 220,437 286,200 738,243
27 Social bensfits 133,481 2700 39,491 97,088
28 Qther expense 11,825 - - -
GOB Gross operaring balance (803,332 (108,373) (294,303} ¢484.630)
NOB  |Neroperaring balance (805,432) {108,573 (294,303; 1483.630;
Transactions on Nonfiuancial Assets:
31|Net Acquisition of Nonfinancial Assets 124,207 10,132 26,226 43,522
X8 Fixed assais 123,207 0,132 2622 43,522
312 Change in inventorizs - - - -
NLB Ner lending ¢ borroving {929,059 (118,70%) (320.731) (328,131
Transactions on Financial Assets and
Liabilities (Fizancing): 929,639 125,290 239,278 189.835
32| Net acquisifion of financial assets 3141 {23,985 (38,208) (101.769)
321 Domestic 3,141 {23.983) (BB, 20&) (101,769)
322 Forsizn - - -
23|Net incurrence of Habilities 932,800 251,069 388,087
331 Domsstic 661,618 238,204 07 438
332 Forsign 271,182 12,868 (19,331}
Searistical Discrepaner” . 18,543 138,293

5/Vertical check: Difference between net lending/borrowing and financing
Source: National Treasury
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