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December 2020 bond primary auction results update

= The Central Bank of Kenya re-opened FXD1/2012/15 (6.82 years) and FXD2/2019/15 (13.48 Year)
looking to raise KES.40Bn.

= Qur Weighted Average Rates predictions in our December Fixed Income report titled “Investors’
appetite for yield” PowerPoint Presentation (sterlingilb.com) were largely in line with the actual
auction averages as indicated below:

Weighted Average Rate (WAR) of investor bids

- FXD1/2012/15: 11.50% - (CBK - 11.502%)
- FXD2/2019/15: 13.00% - (CBK - (12.97%)

WAR of accepted bids

- FXD1/2012/15: 11.40% (CBK - 11.461%)
- FXD2/2019/15: 12.90% (CBK - 12.807%)

= Actual investor subscriptions at KES.24.3Bn (60.8%) however fell short of our KES.35 - KES.40Bn (80% -
100%) prediction.

=  We had cited the “high supply” of similar tfenor bonds by the CBK this fiscal year as the main reason
for the below par subscription and we see this as a key reason for the waning demand.

=  We also attribute this undersubscription to tightening commercial bank liquidity considering banks
are currently focused on their short term liquidity needs.

= A bulk of the total bids received (62%) were on the longer tenor issue (FXD2/2019/15) an indication
that yield rather than investment tenor was the main investment consideration in this auction.

= Onthe CBK's acceptance rate - KES.8.5Bn of the KES.9.3Bn received in bids for FXD1/2012/15 (92.3%)
while KES.9.7Bn of the KES.15.1Bn (64.4%) received for FXD2/2019/15 were accepted, with the
comparatively lower acceptance rate of the latter showing the CBK's intent to manage its domestic
borrowing costs.

=  We had mentioned a significant decline in debft service costs for December 2020 compared to
November 2020 with no T-Bond redemptions set for the month and this largely explains why the entire
proceeds from this bond were used as new borrowing with no redemptions.

= Asthe calendar comes comes to a close, we expect a decline in secondary bond trading.
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