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TREASURY MARKET UPDATE 10TH MAY 2021

DOMESTIC NEWS

The Kenya shilling was steady on Friday in quiet trade as muted dollar
demand from importers continued to underpin the currency. The local
unit is expected to be range-bound in the near term on the back of
strong diaspora remittances and adequate reserves at the apex bank.

By close of the day, the local unit stood at 106.60/80, compared to the
day's opening of 106.70/90.

The Central Bank of Kenya usable foreign exchange reserves remained
adequate at USD 7,575 million (4.63 months of import cover) as at May
06. This meets the CBK's statutory requirement to endeavor to
maintain at least 4 months of import cover, and the EAC region’s
convergence criteria of 4.5 months of import cover.

Elsewhere, international oil increased during the week due to a
reduction in crude oil inventories. Murban oil price (Kenya's benchmark)
increased to $67.78 per barrel on May 06 from $65.68 per barrel on
April 29.

Indicative Forex Rates

INTERNATIONAL NEWS

The dollar was up in early trade but remained near a more than
two-month low as markets continue to assess last week's
disappointing U.S. employment report and its implications for
monetary policy.

Non-farm payrolls rose by 266,000 only during the month as
unemployment rate also rose to a higher-than-expected 6.1%
in April. With expectations that the economic recovery from
COVID-19 will lead to runaway inflation all but gone, markets
now await inflation data later in the week.

The U.S. Dollar Index that tracks the greenback against a
basket of other currencies inched up 0.05% to 90.260.

Pound was up 0.35% to $1.4045 even after Scotland's First
Minister Nicola Sturgeon said that another referendum on
independence was inevitable after her Scottish National Party
won a resounding victory in polls. The BOE predicted a sharper
rebound in the British economy based on easing COVID-19
restrictions, but said it needed clear evidence of a recovery
before tightening policy. It also predicted that inflation would
remain contained even with the accelerating recovery.

Euro edged up 0.1% to $1.2155 as the weekend news
concerning the coronavirus vaccine deal by the European Union
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