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DOMESTIC NEWS

The home unit succumbed to further losses versus the greenback in
Monday's active session. Augmented dollar demand from energy and
manufacturing sectors dominated counters through the day amidst
dwindling inflows, leaving the USDKES pair's price action skewed to the
upside in what was a one way move. Looking ahead, it remains to be
seen whether the depreciation of the home unit will continue, and new
trading ranges set. The direction of the USDKES pair remains at the
mercy of the larger market sentiment. By close of day, the local unit
stood at 111.30/111.50 as compared to Friday's close of
111.20/111.40.

In the meantime, the overall inflation declined to 6.45% in October
compared to 6.95% in September, largely because of developments in
fuel prices. Fuel inflation declined to 9.60% from 11.10% in September,
as a result of declines in pump prices. Food inflation remained elevated
at 10.60%, driven by seasonal factors. Separately, the usable foreign
exchange reserves remained adequate at USD 9,175 million (5.61
months of import cover). This meets the (BK'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.
Indicative Forex Rates

INTERNATIONAL NEWS

The U.S. dollarindex traded near highs to major peers on Monday
at 94.161 as quickening inflation in the United States boosted
the case for earlier Federal Reserve interest rate hikes ahead of
a policy decision on Wednesday. The Fed faces the challenge of
price and wage increases at multi-decade highs as it attempts
to balance rising inflation and give the economy as much time
as possible to restore the jobs lost due to COVID-19. On the data
front, the U.S. Institute of Supply Management manufacturing
purchasing managers index (PMI), released on Monday, was 60.8
in October. The manufacturing PMI was a lower-than-expected
at 58.40.

The GBP/USD pair dipped to $1.3700 on Monday as UK PM Boris
Johnson's rhetoric tone to the press on the escalating spat over
fishing access with France was fairly measured, with the PM
merely pledging that the UK will take proportional action.
Meanwhile, The Bank of England will hand down its policy
decision on Thursday, in what could be its most unpredictable
interest rate decision in years.

The euro extended its week's rebound amid cautious optimism
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