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STCMLING CAPITAL LIMITED

May 2022 Treasury Bond Tap Sale Auction Resulis Update

= The Central Bank of Kenya (CBK) issued a tap sale for FXD1/2022/10 and FXD1/2021/25 seeking to
raise KES.10Bn following low subscription for the initial primary auction.

= Bids received amounted to KES.43.1Bn equivalent to a subscription rate of 71.9% with KES.31.7Bn
accepted.

= The period of the tap sale was 17t May - 20th May 2022 with a value date of 2314 May 2022. Results
here.

Subscription Rates

= The CBK received bids worth KES.17Bn in bids against a target amount of KES.10Bn equivalent to a
subscription rate of 170% (Figure.1).

Table.1: Results for Treasury Bonds Tap Sale Issues - FXD1/2022/10 & FXD1/2021/25

Domestic Debt Issue FXD1/2022/10 | FXD1/2021/25 | Total
Total Advertised Amount (KES.Mn) 10,000

Total Bids Received (KES.Mn) 5,967.65 11,044.75 17,012.40
Total Bids Accepted (KES.Mn) 5,967.17 11,003.44 16,970.61
Allocated average rate for accepted bids (%) 13.490 13.976

Adjusted Average Price (Per KES) 100.00) 100.251 100.162

Coupon Rate (%) 13.490 13.924

Source: Cenfral Bank of Kenya

Domestic Borrowing

= The National Treasury remained below the 2021/22 fiscal year domestic borrowing target at the end
of April 2022 which is 10 months of the fiscal year at 72.9% against our linear target of 83.3%.

= This also partially explains why the CBK issued a tap sale and accepted bids above its target
amount.

= From an investor perspective, the above still offers a competlling real return in consideration of
alternative investment options.

= The CBK remains intent to keep rates below 14% and this has flattened the yield curve of 15 years
and beyond tenors.

= The CBK will come under pressure to accept more aggressive bids for long-term debt to encourage
subscription or risk an undersubscription in subsequent auctions.

= To manage the cost of borrowing within current levels, tap sales could become more common post
primary debt auctions.


https://www.centralbank.go.ke/uploads/historical_treasury_bond_results/1240231365_TAP%20SALE%20RESULTS%20FXD1-2022-010%20AND%20FXD1-2021-025%20DATED%2023-05-2022.pdf
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of interest that might bias the content or publication of this report.

Position as an officer or director: The authors or a member of their household, do not serve as an officer, director
or advisory board member of the subject company.
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research report hereby certifies that all of the views expressed herein accurately reflect their personal views. Each
research analyst(s) also certify that no part of their compensation was, is, or will be, directly or indirectly, related to
the view(s) expressed by that research analyst in this research report.

Additional Disclosures:

This research report is for distribution only under such circumstances as may be permitted by applicable law. This
research report has no regard o the specific investment objectives, financial situation or particular needs of any
specific recipient, even if sent only to a single recipient. This research report is not guaranteed to be a complete
statement or summary of any securities, markets, reports or developments referred to in this research report. Neither
SCL nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error,
inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research reports
preparation or publication, or any losses or damages which may arise from the use of this research report.

Disclaimer:

This research report was prepared under the supervision of the Research Department of Sterling Capital Limited
(SCL), a company authorized to engage in securities activities in Kenya, and with partnerships in Uganda, Rwanda,
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report provides the opinions, analyses and conclusions of the Research division only and is provided without any
warranties of any kind.

This report does not constitute an offer, or the solicitation of an offer, for the sale or purchase of any security. The
reader should independently evaluate the investment risks and is solely responsible for their investment decisions.
Whilst every care has been taken in preparing this report, no representation, warranty or undertaking (express or
implied) is given and no responsibility or liability is accepted by SCL or any employee of SCL as to the accuracy,
timeliness, completeness merchantability or fitness for any particular purpose of any such recommendation or
information contained and opinions expressed herein. SCL do not accept any liability for any direct or remote loss
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Research Division and SCL have implemented Chinese walls procedures to prevent any conflict of interest. Other
additional information may be available at SCL.

Further disclosure regarding SCL policy on potential conflicts of interest in the context of investment research and
SCL policy on disclosure and conflicts in general are available on request. The opinions presented in this note may
be changed without prior notice or cannot be depended upon if used in the place of the investor's independent
judgment. The historical performance of a security is not representative of the security’s future returns. Investment in
securities can be highly risky as security prices may go down in value as well as up and you may not get back the
full amount invested. Where an investment is denominated in a currency other than the local currency of the
recipient of the research report, changes in the exchange rates may adversely affect the value, price orincome of
that investment. In case of iliquid investments for which there is no organized market it may be difficult for investors
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