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TREASURY MARKET UPDATE 22ND FEBRUARY 2021

DOMESTIC NEWS

The Kenya shilling was steady on Friday as supply from exports and
remittances matched demand from merchandise importers. The local
unit is however expected to weaken in the next few days due to end
month dollar demand from the energy sector and other general goods
importers.

By close of the day, the local unit stood at 109.45/65, similar to the
day's opening.

The Central Bank of Kenya usable foreign exchange reserves remained
adequate at USD 7,605 million (4.67 months of import cover) as at
February 18. 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 prices sustained upward trend during the
week following significant decline in U.S. crude oil production arising
from freezing temperatures in Texas and other parts of the U.S.
resulting in frozen wellheads and pipelines. Murban oil price (Kenya's
benchmark) increased to $63.53per barrel on February 18 from $60.85
per barrel on February 11.

Indicative Forex Rates

INTERNATIONAL NEWS

The dollar was down in early trade, as continued progress on
curbing the COVID-19 virus boosted risk sentiment. The
greenback is likely to drop further as the focus remains on the
global economic recovery from COVID-19, and progress against
the pandemic continues to be made.

However, disappointing labor market data came as a reminder
of how much slack the pandemic has left in the labor market
diluting optimism over a quick U.S. economic recovery

Besides the U.S. budget deficit, a growing trade deficit has also
weighed on the dollar, as have the large gains that rising
commodity prices have delivered to exporters’ currencies.

The U.S. Dollar Index that tracks the greenback against a
basket of other currencies inched down 0.02% to 90.323.

The Pound inched up 0.08% to $1.4020 as markets await
Prime Minister Boris Johnson's plan to ease the current COVID-
19 lockdowns as the country presses on with one of the
fastest vaccine rollouts globally.

The Euro was steady at $1.2120 as markets expect the
European Central Bank President Christine Lagarde to sound
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progress against the COVID-19 pandemic, in turn booting
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