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Economic Snapshot H1, 2017 
Inflation overview – Headline inflation increased from 10.3% year-on-year (y-o-y) in March 2017 to 11.5% in April, linked to the impact of the 
drought in food prices. As such, inflation exceeded the Central Bank of Kenya’s (CBK) target range of 5% +/- 2.5% for the first time since late-
2015. However, it is forecast that price growth will tapper down later this year as the imminent grain harvest will boost food supplies.  
 
Growth summary – The services sector has been another major driver of economic growth in Kenya and will continue to be in the coming 
decade. The International Monetary Fund (IMF) believes that the Kenyan economy will grow by 5.3% in 2017. The construction of a standard 
gauge railway that links Kenya and its regional neighbours will give a boost to the economy’s long-term growth outlook.  
 
Economic policy – Vision 2030 is the national long-term development policy that aims to transform Kenya into a newly industrializing, middle-
income country by 2030. The scheme aims to achieve an average economic growth rate of 10% per annum, and focussed on infrastructure, 
tourism, agriculture, trade, manufacturing, information technology and financial inclusion.  
 

Trade & Investment SWOT 

Strengths Weaknesses 
Strong tax regulatory environment; high literacy rate benefits the 
labour force; growing mobile banking sector will improve access to 
banking services in rural areas. 

High cost of energy makes locally produced  goods less competitive 
against imported products. 

Nairobi is a financial hub in the region and businesses in Kenya benefit 
from good access to local and international credit.  

Burdensome bureaucratic procedures make setting up a business an 
arduous and costly process.  

Kenya's strong trade platform and strategic location make it an 
attractive trade hub.  

Corruption represents a major operational risk in the country, 
increasing business costs and the risk of reputational damage.  

Good road, rail, air and shipping liner connections to neighbouring 
countries facilitate regional and international trade. 

Weak judicial system. 

Opportunities Threats 
Further efforts to enhance the independence of the judiciary will 
improve court proceedings. 

The capacity of anti-counterfeit forces requires improvement in order 
to better protect intellectual property.  

Reforms to the legal framework regulating foreign direct investment 
(FDI) mean the business environment in Kenya has become more 
transparent and favourable to foreign investors.  

There is a lack of action in tackling corruption and improving 
transparency to create a more open and competitive business 
environment.  

Growing demand for consumer imports will impact on local 
manufacturers.  Increasingly populist government policies present risks to growth. 

Planned investments in infrastructure, including new highways, 
railways, ports and airport terminals, will enhance logistics options, and 
improve Kenya's ability to capture regional transit trade. 

The threat of terrorism lingers and continues to have a negative impact 
on the tourism industry, albeit much less since 2015.  

 
Source: Business Monitor International (BMI), KPMG research 
 

Mega trends 
Population 2017 Total: 48.47 million; female: 24.25 million; male: 24.22 million; age 0-14: 41.38% of total; age 15 +: 

58.62% of total; age 65+: 2.92% of total 

Population growth 
rate  2015 2.61% 

Life expectancy at 
birth 2014 Total: 61.58 years; female: 63.39 years; male: 59.85 years 

HIV/AIDS  2015 Total number of people living with HIV: 1.5 million; total adult prevalence: 5.9%; HIV/AIDS orphans (age 0-
17): 0.66 million 

Adult literacy rate  2015 Total population: 78.02%; female: 74.97%; male: 59.85% 

Urbanisation 2015 Urban population: 25.62% of total; annual urban population growth: 4.28%; rural population: 74.38% of 
total 

Population below 
$1.90 per day 
poverty line 

2005 11.7% 

Unemployment 
rate 2017 Total: 10.8%; female: 13%; male: 9%; youth (15 - 24): 21.8% 

Employment  2014 Agriculture: 14% of total ; industry: 20% of total ; services: 66% of total 
Labour 
participation rate  

2017 Total (ages 15+): 67.34% of total population 

Business 
languages n/a English (official), Kiswahili (official) 

Telephone & 
Internet users 2013 Fixed telephone subscriptions: 0.09 million; wired internet subscriptions: 0.09 million; cell phone 

subscriptions: 37.72 million (2015) 

Sources: UNESCO Institute for Statistics, World Telecommunication/ICT indicator database, World Development Indicators, UNAIDS, International Labour 
Organisation 
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Human Development 
Index (HDI) 2015 

Index of Economic 
Freedom 2016 

Global 
Competitiveness Index 

(GCI) 2016 
Doing Business 2017 Corruption Perceptions 

Index 2016 

146th 
out of 188 
countries 115th 

out of 179 
countries 96th 

out of 148 
countries 92nd 

out of 189 
countries 145th 

out of 177 
countries 

Source: Transparency International, Doing Business, World Economic Forum, UN Human Development Report, The Heritage Foundation  
 

Sovereign Risk Ratings 
S&P Global Ratings Fitch Ratings Moody’s Investors Service 

B+/Stable B+/Negative B1/Stable 

 
S&P Global Ratings affirmed their “B+” long-term foreign sovereign credit rating on Kenya in April 2017. The outlook was also kept at stable. 
The rating, together with the stable outlook, reflects that S&P expects that government debt as a percentage of GDP will start trending 
downward and per capita GDP growth will recover to above 3% per year, in 2018. Kenya’s diversified economic base, monetary flexibility and 
liquid domestic financial markets also contributes to S&P’s decision. Negative factors constraining the sovereign’s rating include the ethnic 
tensions evident in the country, low wealth levels, high government fiscal deficits and the public debt stock. The rating agency indicated that it 
could lower Kenya’s rating should political tensions flare up or if fiscal consolidation becomes significantly slower or if external private sector 
debt increased more than the rating agency currently expects. The country’s rating could be raised if S&P sees prospects for sustained political 
and economic stability, alongside sustained improvement in the country’s external accounts.  
 
Fitch Ratings affirmed Kenya’s long-term foreign currency IDRs at “B+” with a negative outlook in December 2016. Strong growth potential 
and resilience to shocks, a favourable business climate and only moderate exposure to commodity prices are beneficial factors influencing 
Kenya’s ratings. Constraining factors include “low GDP per capita, sizeable twin budget and current account deficits and rising public and 
external debt ratios, as well as political risks”. Some of the main factors that could trigger a downgrade are a failure to consolidate the budget 
deficit and stabilise the government debt/GDP ratio, a deterioration in the political or security environment, and/or a widening of the current 
account deficit. Developments that could result in a stabilisation of the current negative outlook are effectively stabilising government 
debt/GDP, a longer track record of prudent economic management and structural reforms. However, Fitch has stated that they do not expect 
developments in Kenya to lead to positive rating action in the short term.  
 
Moody's Investors Services affirmed Kenya’s “B1” rating with a stable outlook, in February 2017. “Potential expenditure overruns ahead of 
the general election in August [2017], however, could limit the government’s fiscal consolidation efforts”, which could be detrimental for future 
ratings by Moody’s. However, the government usually underspends on expected capital investment expenditure, which will likely compensate 
for any potential election-related slippage.  
 

Quality of 
infrastructure 

Economic 
diversity 

Banking 
sector 

Continuity  
of economic 

policy 

GDP 
growth 

Fiscal / current 
account 
balances 

Foreign 
investment 

Socio-
economic 

development 

Forex 
reserves 

Moderate Moderate 
Well-developed 

in an African 
context 

Strong Stable Twin deficits Rising Low Relatively 
sufficient 

 

Macroeconomic overview 
Economic structure - The primary sector is dependent on 20% of the country’s land area which is arable, with almost half of this under 
cultivation at present. Farming activity includes both livestock and crop farming, with the latter including export-focused production of coffee, 
tea, flowers and vegetables. Small-scale farming is focussed on food crops like maize, potatoes and beans. The secondary sector includes a 
maturing manufacturing compared to other African countries. Factories produce a diverse range of goods though its output – used both locally 
and exported – is dominated by food processing and consumer goods manufacturing. The tertiary sector is sizeable in an African context and 
includes a tourism industry, developing banking system, a growing retail market and infrastructure expenditure. Rising household income is 
supporting domestic tourism and retail formalisation.  

Stock market Listed companies Liquidity Market capitalisation Largest sectors Weekly trading volume 

Nairobi Securities 
Exchange (NSE) 67 primary listings 

High in an African 
context 

$17.4 billion 
Source: African Alliance 

Banking, food, 
beverages 

$15.8 million 
Source: African Alliance 

Capital market Level of development Liquidity Maturity range Municipal bonds Corporate bonds 

Yes Advanced in an African 
context Good 91 days to 30 years No Yes 
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Source: World Bank: World Development Indicators 
 
Economic growth – Kenya has robust long-term growth prospects due to increasing productivity and favourable demographics. This will 
further encourage foreign investment. Traditionally, investment has been a key driver of real GDP growth in the country’s economy, 
contributing an average of 2.2 percentage points of overall GDP growth per year between 2010 and 2014. The services sector has been 
another major driver of growth for Kenya, and will continue to be in the coming decade. The International Monetary Fund (IMF) believes that 
the Kenyan economy will grow by 5.3% in 2017. The working-age population in the country is growing, which contributes to the stable growth 
over the long-term outlook. If adequate employment opportunities cannot be offered to those looking for work, there could be civil unrest risks. 
However, Kenya’s diverse economy and the thriving services sector is expected to be able to accommodate this workforce. The current 
national unemployment rate is at the order of 10%, while youth unemployment is as high as 35%. The government’s efforts to increase the 
country’s logistics option, for example the building of a standard gauge railway that links Kenya and its regional neighbours, will also give a 
boost to the economy’s long-term growth outlook by encouraging investment. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Sources: IMF, United Nations Conference on Trade and Development (UNCTAD) 
 
Foreign investment – Kenya's FDI inflows were valued at about $1.4 billion in 2015. Kenya Investment Authority (KenInvest) Managing 
Director Moses said in April 2017 that he expects the country’s FDI inflows to have climbed to $2.5 billion in 2016, and that manufacturing, 
construction, energy and ICT were the most attractive sectors. The US, UK and India are the top FDI sources for the country. KenInvest has 
started the process to revise the draft Kenya Investment Policy to grow domestic and trade flows - targeting to double private sector 
investment to 24 % of GDP and manufacturing to 20 % of GDP. Furthermore, the African Negotiation Institute and the Chartered Academy of 
Negotiators (ANICAN) in Nairobi and aim to train local start-ups on negotiation skills to help them tap an influx of foreign investment capital and 
linkage with foreign investors.  
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Source: Trade Map 

Main Exports: % share of total 2013 2014 2015 

Coffee & tea 25.7% 21.6% 26.1% 

Cut flowers  9.7% 10.2% 13.1% 

Oil 3.9% 10.1% 7.8% 

Vegetables 4.7% 4.0% 5.2% 

Main Imports: % share of total 2013 2014 2015 

Fuels 23.7% 22.1% 12.3% 

Electrical eq. 7.6% 6.7% 10.2% 

Vehicles 8.1% 8.0% 8.5% 

Machinery 11.1% 10.7% 7.9% 

Agriculture, 
33%

Industry, 
20%

Services, 
48%

Economic structure as % of GDP 2015
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External trade – Kenya has a structural current account deficit which is mainly financed by foreign debt. Investment into the country’s 
infrastructure network has kept it reliant on foreign debt for financing, effectively keeping the current account in a deficit despite substantial 
exports from the diversified economy. The export capacity in the country is expected to improve over time with the development of the 
infrastructure network – helping to narrow, albeit not eliminate, the deficit in the future. A high reliance on imported petroleum products, food 
and capital goods will ensure that Kenya’s current account will remain in deficit over the medium term, with the IMF predicting a current 
account deficit equal to 5.7% of GDP in 2018. In the long run, the deficit is however expected to narrow with the conclusion of the 
infrastructure projects, allowing exports to outweigh the capital investment requirements.  
 

 
 
 
 
 
 
 
 
 
 
 
Source: IMF 
 
Fiscal policy – Fiscal deficit in Kenya can pose risks for the country, especially in terms of declining investor sentiment. The government is 
attempting to reduce the fiscal deficit by limiting the growth of recurring expenditures and through its success in increasing revenue 
collections. There is not currently a strict fiscal rule in Kenya, though the government does want to bring the deficit down towards a target of 
3% of GDP. It is therefore expected that the deficit will narrow over the next few years, with the IMF predicting it to be equal to 5.4% of GDP 
in 2018, compared to the recent peak deficit in 2015 of 8.2% of GDP. Reaching the deficit target of 3% of GDP will require significant 
reductions on recurring expenditure and improved revenue collections.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: IMF 
 
Monetary policy - In 2011, there was a food supply deficit in the country causing inflation to spike to an average of 14%. Most recently, 
headline inflation increased from 10.3% y-o-y in March to 11.5% in April, linked to the impact of the drought in food prices. As such, headline 
inflation exceeded the CBK’s 5% +/- 2.5% target band in the last three months for the first time since late-2015. It is forecast that price growth 
will tapper down later this year as the imminent grain harvest will boost food supplies. The IMF believes that the average inflation rate will be 
similar in 2017 compared to the previous year, which is well within the CBK’s target band. Next year will potentially see even lower inflation at 
an average of 5.2% as weather conditions normalise.  
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