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The Quarterly Economic and Budgetary Review Report is Published in 

accordance with section 83 of the Public Finance Management Act, 2012. It states 

as follows:  

 

 

83. (1) An accounting officer for a National Government entity shall prepare a 

report for each quarter of the financial year in respect of the entity. 

(2) In preparing a quarterly report for a National Government entity, the 

Accounting officer shall ensure that the report— 

 

(a) contains information on the financial and non-financial performance of the 

entity; and 

 

(b) is in a form that complies with the standards prescribed and published by the 

Accounting Standards Board from time to time. 

 

(3) Not later than fifteen days after the end of each quarter, the Accounting Officer 

shall submit the quarterly report to the Cabinet Secretary responsible for the entity and 

the National Treasury. 

 

(4) The Cabinet Secretary responsible for an entity shall forward a copy of the 

report to the Cabinet Secretary and Controller of Budget. 

 

(5) Not later than forty-five days after the end of each quarter, the National 

Treasury shall— 

 

(a) consolidate the quarterly reports and submit them to the National Assembly 

and a copy of the reports to the Controller of Budget, Auditor-General and the 

Commission on Revenue Allocation; and 

 

(b) publish and publicize the reports. 

 

(6) In the case of an entity that is a state corporation, the Accounting Officer for 

the Corporation shall submit the quarterly report to the Cabinet Secretary responsible 

for the corporation who shall, upon approving it, forward a copy to the Cabinet 

Secretary. 
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HIGHLIGHTS OF THE THIRD QUARTERLY ECONOMIC AND 

BUDGETARY REVIEW REPORT IN THE 2025/26 FINANCIAL YEAR  

1. Economic growth 

In 2025, the economy registered a growth rate of 4.6 percent compared with 4.7 percent 

recorded in 2024 with all the sectors registering positive growths. The performance was 

largely supported by strong rebounds in the construction and mining and quarrying Sub-

Sectors. However, overall momentum was moderated by weaker growth in agriculture, 

forestry and fishing, due to mixed weather conditions, as well as a slowdown in 

manufacturing. 

2. Inflation rate 

Overall inflation stood at 4.4 percent in March 2026, compared to 3.6 percent in March 

2025, and remained below the mid-point of the target range of 5±2.5 percent. This stability 

reflects an adequate food supply supported by the favourable weather conditions and 

government interventions, as well as lower fuel inflation due to exchange rate stability and 

relatively lower international oil prices. 

3. Interest Rates 

Short-term interest rates have declined, with the 91-day Treasury bill rate falling to 7.5 

percent in March 2026 from 8.9 percent in March 2025. The average commercial banks’ 

lending rates have also declined to 14.7 percent in March 2026, down from 15.8 percent in 

March 2025 reflecting easing of the monetary policy stance. 

4. Money and Credit 

Broad money supply, M3, grew by 12.7 percent in the year to March 2026, compared to a 

growth of 6.0 percent in the year to March 2025. The improved growth of M3 was driven 

by higher growth in both Net Foreign Assets (NFA) and Net Domestic Assets (NDA), 

particularly credit to both the Government and the private sector. 

5. Current Account 

The current account deficit stood at US$ 4,509.5 million (3.0 percent of GDP) in March 

2026, compared to US$ 2,291.8 million (1.7 percent of GDP) in March 2025 reflecting 

higher goods imports and lower secondary income transfers. The current account balance 

was supported by resilient goods exports, an improvement in net primary income, and 

increased remittances. 

6. Foreign Exchange Reserves 

The official foreign exchange reserves held by the Central Bank stood at US$ 13,746.9 

million in March 2026, up from US$ 10,661.7 million in March 2025. This level of reserves 

represented 5.7 months of import cover, compared to 4.7 months over the same period in 

2025, and continues to provide an adequate buffer against short-term external and foreign 

exchange market shocks. 

7. Capital Markets 

Activities in the Nairobi Securities Exchange (NSE) has improved over the past one year. 

The NSE 20 Share Index improved to 3,432 points in March 2026, up from 2,263 points in 

March 2025. Similarly, market capitalization expanded to KSh 3,231 billion from KSh 

2,050 billion over the same period.



 

8 Revenue Collection 

The National Government revenue collection including ministerial Appropriation in Aid 
(A-I-A) for the period between July 2025 – March 2026 amounted to KSh 2,278.1 billion 
(12.1 percent of GDP) against a target of KSh 2,393.9 billion. The revenue collection was 
below the target by KSh 115.8 billion mainly due to shortfall in ordinary revenue. 

9 Expenditure and Net Lending 

The total expenditure and net lending inclusive of transfers to County Governments for 

the period ending 31st March 2026 amounted to KSh 3,260.4 billion, against a target of 

KSh 3,198.1 billion. The resultant above target expenditure of KSh 62.2 billion is mainly 

attributed to above target expenditure recorded in recurrent expenditures. 

 

10 Guaranteed Debt 

During the period under review, the National Government did not service any guaranteed 

debt on behalf of Parastatals. 

 

11 Fiscal Balance 

The fiscal balance excluding grants (on a commitment basis) amounted to a deficit of 

KSh 982.3 billion (5.2 percent of GDP), as at the end of March 2026. 

 

12 External Financing 

The Net Foreign financing amounted to KSh 199.7 billion (1.1percent of the GDP) 

during the period under review. 

  

13 Net Domestic Borrowing 

Net domestic financing amounted to a net borrowing of KSh 700.7 billion (3.7 percent 

of GDP) in the period ending 31st March 2026. 

 

14 Domestic Debt Stock 

The stock of gross domestic debt increased by KSh 659.0 billion from KSh 6,126.6 

billion in March 2025 to KSh 7,149.7 billion in March 2026. 

 

15 External Debt Stock 

The total external debt stock, including the International Sovereign Bond, stood at KSh 

5,675.1 billion by the end of March 2026. The debt stock comprised of multilateral debt 

(54.1 percent), commercial debt (27.6 percent), bilateral debt (18.0 percent) and 

suppliers’ credit (0.3 percent). 
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1.0  RECENT ECONOMIC DEVELOPMENTS 
 

1.1 Economic Growth 

1. In 2025, the economy registered a real GDP growth rate of 4.6 percent compared with 

4.7 percent recorded in 2024 with all the sectors registering positive growths (Chart 1). This 

performance was driven by strong rebounds in construction and mining and quarrying, 

alongside notable growth in accommodation and food services, public administration, financial 

and insurance services, transport and storage, and wholesale and retail trade. However, overall 

momentum was tempered by a slowdown in the agriculture, forestry and fishing subsector 

performance due to mixed weather conditions, as well as weaker manufacturing performance, 

particularly toward the end of the year. 

 

Chart 1: Real GDP Growth Rates 

 
Source of Data: Kenya National Bureau of Statistics 

 

2. In 2025, the primary sector maintained a growth rate of 3.7 percent, unchanged from 

2024 (Table 1). This was largely driven by a strong rebound in the mining and quarrying sub-

sector, which offset slower growth in the agriculture, forestry and fishing sub-sector. In 

comparison, growth in 2024 had been mainly supported by the agriculture, forestry and fishing 

sub-sector amid a contraction in mining and quarrying sub-sector. 

 

3. The Agriculture, Forestry and Fishing sub-sector grew by 3.1 percent in 2025 from 4.4 

percent in 2024. The slowdown was due to uneven weather conditions leading to mixed crops 

outcomes. Food crops production was varied, with increases in maize, potatoes, and millet 

offset by a decline in beans. Cash crops similarly recorded mixed performance, with higher 

coffee output contrasting with declines in tea production and sugarcane deliveries. The 

livestock farming provided support to the overall sub-sector performance with increased milk 

production. Meanwhile, horticultural exports remained resilient, with growth in earnings and 

export volumes of cut flowers, fruits, and vegetables 

. 

4. The mining and quarrying sub-sector recorded a strong rebound of 14.9 percent in 2025, 

compared to a contraction of 7.8 percent in 2024. This recovery from the previous year’s 

contraction was supported by the resumption of previously disrupted operations, improved 

production levels, and increased output of minerals used in cement production. 
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Table 1: Sectoral Real GDP Growth Rate (Percent) 

 
Source of Data: Kenya National Bureau of Statistics 

 

5. In 2025, the industry sector recorded a growth of 4.1 percent, an improvement from a 

growth of 1.6 percent in 2024. This growth was driven by improved performance in electricity 

and water supply and construction sub-sectors. 

  

6. The construction sub-sector grew by 6.8 percent in 2025, recovering from a contraction 

of 0.7 percent in 2024. The rebound was driven by lower construction input costs; improved 

access to credit; and increased demand for building materials, particularly cement. The 

subsector growth was further supported by expansion in infrastructure development, including 

road construction, as well as a significant scale-up in the public housing projects. 

 

7. The electricity and water supply sub-sector grew by 5.2 percent in 2025, compared to 

a growth of 2.7 percent in 2024. The growth was driven by increased generation capacity, with 

a strong contribution from renewable energy sources, particularly geothermal and wind. 

Additional support came from higher electricity imports, facilitated by cross-border power 

trade arrangements and new transmission infrastructure.  

 

8. The manufacturing sub-sector slowed down to a growth of 2.0 percent in 2025, 

compared to a growth of 3.0 percent in 2024. The moderation was largely driven by a 

contraction in agro-based manufacturing, reflecting reduced output in key segments such as 

sugar and processed food products. Despite this slowdown, activities in non-agro 
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manufacturing, particularly construction-related inputs such as cement and basic metals 

production remained supportive; in the face of continued demand from both domestic and 

export-oriented markets. 

 

9. The services sector recorded a growth of 5.0 percent in 2025, a slowdown from the 6.2 

percent growth posted in the corresponding quarter of 2024. The transportation and storage 

sub-sector expanded by 3.7 percent in 2025 compared to a growth of 4.3 percent in 2024. The 

growth was driven by increased freight movement across rail, maritime, pipeline, and air 

transport, reflecting stronger trade and logistics activities. Additional support came from 

improved cargo handling at major transport hubs and expansion in storage capacity. However, 

the overall performance was moderated by a decline in passenger air traffic and weaker output 

in parts of the sector. 

 

10. In 2025, Accommodation and Food Service sub-sector grew by 15.6 percent compared 

to a growth of 25.9 percent in 2024. The slowdown in growth was mainly attributed to a 

moderation in the pace of recovery in tourism-related activities following the strong rebound 

in the previous year. Nevertheless, the sub-sector continued to benefit from sustained demand 

for hospitality services, supported by increased visitor arrivals, improved hotel occupancy, and 

growth in conference tourism. 

 

11. The information and communication sub-sector grew by 4.8 percent in 2025, down 

from 7.1 percent in 2024, mainly due to a decline in domestic voice traffic and reduced mobile 

money agent deposit values, reflecting a shift in usage patterns toward data-driven services. 

Growth was nonetheless supported by continued expansion in mobile subscriptions, mobile 

money adoption, and internet connectivity.  

 

12. The financial and insurance sub-sector recorded growth of 6.5 percent in 2025, 

compared to 7.5 percent in 2024. The slower growth was due to the impact of the easing of the 

interest rates, which moderated earnings from financial intermediation, alongside relatively 

modest credit growth to the private sector. 

 

1.2 Inflation 

13. Overall inflation stood at 4.4 percent in March 2026, compared to 3.6 percent in March 

2025, and remained below the mid-point of the policy target range of 5±2.5 percent (Chart 

2a). This stability is attributed to an adequate food supply supported by favorable weather 

conditions and government interventions; as well as lower fuel inflation due to exchange rate 

stability and relatively lower international oil prices. 
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Chart 2a: Year-On-Year Inflation Development 

 
Source of Data: Kenya National Bureau of Statistics 

 

14. Core inflation remained stable at 2.1 percent in March 2026, compared to 2.2 percent 

in March 2025, supported by lower prices of selected manufactured food items, alongside 

stable prices in other non-volatile components. In contrast, non-core inflation rose to 10.8 

percent from 7.4 percent over the same period, largely driven by relatively higher food and 

energy prices. 

 

15. Despite expected upward pressure from higher energy prices due to the Middle East 

conflict, overall inflation is expected to remain within the target range in the near term, 

supported by appropriate monetary policy actions, expected stability in food prices attributed 

to favorable weather conditions, and a broadly stable exchange rate. 

 

16. Inflation outcomes across Sub-Saharan Africa as of March 2026 remain mixed, with 

wide variation across countries. Several economies, including Uganda, Namibia, South Africa, 

and Tanzania, have maintained relatively low and stable inflation, reflecting prudent policy 

management and relatively contained food and energy prices. In contrast, Ethiopia, Burundi, 

and Nigeria continue to face significantly higher inflation, driven by stronger pass-through 

effect from food and energy prices; exchange rate pressures; and underlying structural 

constraints. Overall, the region continues to exhibit a divergent inflationary environment, 

reflecting differences in domestic conditions; external vulnerabilities; and the effectiveness of 

policy responses across countries (Chart 2b). 
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Chart 2b: Year on Year Inflation Rates of Selected Sub-Saharan Africa Countries 

(March 2026) 

 
Source of Data: National Central Banks 

 

1.3 Interest Rates 

17. The Central Bank of Kenya, through the Monetary Policy Committee (MPC), has 

progressively eased monetary policy, lowering the Central Bank Rate (CBR) from 13.0 percent 

in August 2024 to 8.75 percent in February 2026 (Chart 3). This stance is intended to reinforce 

earlier measures aimed at stimulating bank lending to the private sector and supporting 

economic activities, while ensuring inflation expectations remain well anchored and the 

exchange rate stable. 

 

18. Short-term interest rates have declined. KESONIA (the overnight interbank rate) 

declined to 8.7 percent in March 2026 from 10.7 percent in March 2025. The decline signaling 

improved liquidity conditions in the interbank money market and lowering of banks’ short-

term funding costs, which supports credit expansion. Similarly, Treasury bill rates declined 

across maturities. The 91-day rate fell to 7.5 percent in March 2026 from 8.9 percent in March 

2025, the 182-day rate declined to 7.8 percent from 9.1 percent, and the 364-day rate eased to 

8.4 percent from 10.5 percent over the same period. This broad-based decline in short-term 

rates has lowered the cost of Government domestic borrowing, contributing to reduced debt-

servicing costs. 

 

19. In line with the easing in monetary conditions, average commercial bank lending rates 

declined to 14.7 percent in March 2026 from 15.8 percent in March 2025, while average deposit 

rates fell more sharply to 6.9 percent from 9.3 percent over the same period. As a result, the 

interest rate spread widened to 7.8 percent from 6.4 percent, reflecting the faster adjustment in 

deposit rates relative to lending rates. 
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Chart 3: Short-Term Interest Rates 

 
Source of Data: Central Bank of Kenya 
 

1.4 Money and Credit 

20. Broad money supply, M3, grew by 12.7 percent in the year to March 2026, compared 

to a growth of 6.0 percent in the year to March 2025 (Table 2). The improved growth of M3 

was driven by higher growth in both Net Foreign Assets (NFA) and Net Domestic Assets 

(NDA), particularly credit to both the Government and the private sector. The NFA of the 

banking system grew by 35.7 percent in the year to March 2026, compared to a growth of 27.7 

percent in the year to March 2025. The increase in NFA was mainly attributable to a rise in the 

Central Bank’s foreign assets reflecting increased foreign reserves by the Central Bank. The 

net foreign assets of commercial banks also moderately increased reflecting increased deposits 

abroad. 

 

21. Net Domestic Assets (NDA) improved to a growth of 7.9 percent in the year to March 

2026, compared to a growth of 2.3 percent in the year to March 2025. Domestic credit extended 

by the banking system to the Government grew by 8.4 percent in the year to March 2026 

compared to a contraction of 6.6 percent over a similar period in 2025. The increased net 

lending to government mainly reflected increase uptake of government securities by 

commercial banks. In contrast, lending to other public sector declined, mainly reflecting net 

repayments by parastatals. 
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Table 2: Money and Credit Developments (12 Months to March 2026, KSh Billion) 

 
Source of Data: Central Bank of Kenya 
 

22. Growth in private sector credit from the banking system recorded a growth of 7.8 

percent in the year to March 2026 compared to a growth of 0.2 percent in the year to March 

2026 (Chart 4). Growth in credit to key sectors of the economy, particularly building and 

construction, trade, agriculture, and consumer durables remained strong, reflecting improved 

demand for credit in line with the declining lending interest rates. 

 

Chart 4: Private Sector Credit 

 
Source of Data: Central Bank of Kenya 

 

23. The Monthly (month on month) credit flows to the private sector improved to KSh 56.9 

billion in March 2026 from KSh 35.5 billion in March 2025 due to the easing of the monetary 
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policy stance to lower the cost of funds for banks and sustained demand particularly for 

working capital due to resilient economic activities. 

 

1.5 Balance of Payments 

24. The current account deficit stood at US$ 4,509.5 million (3.0 percent of GDP) in March 

2026, compared to US$ 2,291.8 million (1.7 percent of GDP) in March 2025 due to higher 

goods imports and lower secondary income transfers (Table 3 and Chart 5). The current 

account balance was supported by resilient goods exports, an improvement in net primary 

income, and increased remittances. The current account deficit in the 12 months to March 2026 

was more than fully financed by financial account inflows. 

 

Table 3: Balance of Payments (US$ Million) 

 
Source of Data: Central Bank of Kenya 
 

25. The balance in the merchandise account deteriorated by US$ 1,675.1 million to a deficit 

of US$. 11,806.4 million in March 2026 mainly due to an increase in import bill that more than 

offset the increase in exports. Goods exports increased by 7.8 percent, driven by horticulture, 

tea, coffee, food and live animals, and machinery and transport equipment.  Goods imports rose 

by 11.7 percent, reflecting increases in intermediate and capital goods imports.  

 

26. Services receipts increased by 5.6 percent, mainly supported by increased receipts from 

travel services. The deficit on the primary account narrowed by US$ 17.1 million to a deficit 

of US$. 2,112.6 million in the year to March 2026, compared to the deficit of 2,129.7 in same 

period last year. Diaspora remittances increased by 2.2 percent to US$ 5,078.6 million in the 

12 months to March 2026 compared to US$ 4,971.6 million in a similar period in 2025 (Chart 

5). 
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Chart 5: Composition of the Current Account (US$ Million) 

 
Source of Data: Central Bank of Kenya 

 

27. The capital account balance increased by US$. 74.5 million to register a surplus of US$ 

250.0 million in the year to March 2026 compared to a surplus of US$ 175.5 million in the 

same period in 2025. Net financial inflows improved to US$. 5,783.7 million in the year to 

March 2026 compared to US$. 3,881.0 million in the year to March 2025. This reflected an 

increase in net financial liabilities, which more than offset the decline in net acquisition of 

financial assets. The net financial inflows were mainly in the form of Portfolio investments, 

direct investments, financial derivatives and other investments. 

 

1.6 Foreign Exchange Reserves 

28. The banking system’s foreign exchange holdings remained strong at US$. 19,967.7 

million in March 2026 from US$. 16,573.9 million in March 2025. The official foreign 

exchange reserves held by the Central Bank stood at US$. 13,746.9 million compared to US$ 

10,661.7 million over the same period in 2025 (Chart 6). Commercial banks foreign exchange 

holdings increased to US$. 6,220.9 million in March 2026 from US$. 5,912.1 million in March 

2025. 
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Chart 6: Foreign Exchange Reserves to March 2026 

 
Source of Data: Central Bank of Kenya 

 

29. The official reserves held by the Central Bank in March 2026 represented 5.7 months 

of import cover, compared to 4.7 months of import cover in March 2025. These reserves 

continue to provide adequate cover and a buffer against short-term shocks in the foreign 

exchange market. The level of reserves therefore exceeded the minimum requirement of 4.0 

months of import cover. 
 

1.7 Exchange Rates 

30. The Kenya Shilling remained relatively stable against the US Dollar, exchanging at an 

average of KSh 129.4 in March 2026 compared to KSh 129.3 in March 2025. However, the 

Shilling depreciated against the Sterling Pound and the Euro by 3.7 percent and 7.4 percent, 

respectively. The Sterling Pound averaged KSh 172.9 in March 2026, up from KSh 166.8 in in 

March 2025, while the Euro averaged KSh 149.9 compared to KSh 139.6 over the same period. 

Overall, the foreign exchange market remained well-supported by steady inflows from 

agricultural exports and diaspora remittances, which helped cushion the Shilling against high 

volatility (Chart 7a). 

 

Chart 7a: Kenya Shilling Exchange Rate 

 
Source of Data: Central Bank of Kenya 
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31. There was mixed performance of Sub-Saharan African currencies against the US dollar 

in the year to March 2026, with notable divergence across countries (Chart 7b). The Zambian 

kwacha, Ghanaian cedi, and Nigerian naira recorded the steepest depreciations due to external 

pressures, foreign exchange constraints, and fiscal vulnerabilities. While Namibia and South 

Africa experienced more moderate declines linked to global financial conditions and 

commodity price dynamics.  

32. In contrast, East African currencies, including the Kenyan, Ugandan, and Burundian 

shillings, as well as the Malawian kwacha, remained broadly stable with only mild movements. 

At the stable end, the Mauritian rupee and Rwandan franc registered an appreciation, supported 

by stronger macroeconomic fundamentals and more resilient external buffers.  

 

Chart 7b: Performance of Selected Sub-Saharan Africa Countries’ Currencies against 

the US Dollar (March 2025 to March 2026) 

 
Source of Data: National Central Banks 

 

1.8 Capital Markets 

33. Capital market indicators have remained broadly strong, supported by improved 

macroeconomic conditions, which have reinforced investor confidence. This has contributed 

to increased foreign direct investment inflows and higher participation at the Nairobi Securities 

Exchange (NSE). As a result, the NSE 20 Share Index rose by 51.6 percent to 3,432 points in 

March 2026, up from 2,263 points in March 2025, while market capitalization expanded by 

57.6 percent to KSh 3,231 billion from KSh 2,050 billion over the same period (Chart 8). 

However, between February 2026 and March 2026, the NSE 20 Share Index declined by 7.1 

percent, while market capitalization fell by 5.0 percent, as investors become cautious of the 

rising global uncertainty caused by the conflict in the Middle East. 
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Chart 8: Performance at the NSE to end March 2026. 

 
Source of Data: Nairobi Securities Exchange 
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2.0   FISCAL DEVELOPMENTS 

2.1 Revenue 

34. By the end of March 2026, total revenue collected including A-I-A amounted to 

KSh 2,278.1 billion against a target of KSh 2,393.9 billion (Table 4). The revenue 

collection was below target by KSh 115.8 billion attributed to the shortfall recorded in 

ordinary revenue of KSh 161.9 billion while collection of the ministerial A-I-A was above 

target by KSh 46.0 billion. Ordinary revenue collection was KSh 1,818.5 billion against a 

target of KSh 1,980.4 billion. All ordinary revenue categories recorded below target 

performance during the period under review except import duty which surpassed its target 

by KSh 8.6 billion; and other1 revenue category which surpassed its target by KSh 4.1 

billion. The total revenue recorded a growth of 14.0 percent compared to a growth of 4.2 

percent recorded in March 2025 (Chart 9).  

 
35. The ministerial A-I-A collected amounted to KSh 459.6 billion against a target of 

KSh 413.6 billion, KSh 46.0 billion above the target. The performance of A-I-A translated 

to a growth of 52.7 percent compared to the same period in 2025. The Railway 

Development Levy collection amounted to KSh 34.7 billion against a target of KSh 28.8 

billion, surpassing target by KSh 6.0 billion. The revenue data in Government Finance 

Statistics Manual 2014 (GFSM 2014) format is shown in annex II. 

 
Table 4: Government Revenue and External Grants, Period Ending 31st March 2026 

(KSh Millions) 

 
 1/ includes rent on land/buildings, fines and forfeitures, other taxes, loan interest receipts reimbursements and other fund 
contributions, fees, and miscellaneous revenue. 

2/ includes receipts from Road Maintenance Levy Fund and A-I-A from Universities among others 
*Provisional 
Source of Data:  National Treasury  
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36. As a proportion of GDP, the total revenue and grants in the period under review was 

12.1 percent compared to 11.7 percent recorded in the corresponding period in the FY 

2024/25. Total grants amounted to KSh 14.7 billion against a target of KSh 30.2 billion, 

translating to a shortfall of KSh 15.5 billion (Table 4).  

 

Chart 9: Ordinary Revenue by Source, Period Ending 31st March 2026 

 
Source of Data:  National Treasury  
 
2.2 Expenditure 
  

37. The total expenditure and net lending for the period under review amounted to KSh 

3,260.4 billion, against a target of KSh 3,198.1 billion. The resultant above target 

expenditure of KSh 62.2  billion is attributed to above target expenditure in recurrent 

expenditures by the National Government (below target by KSh 119.9 billion). 

Development expenditure was above target by KSh 5.9 billion mainly on account of above 

target expenditure on domestically financed projects. Transfers to County Governments 

were below target by KSh 63.5 billion. Expenditure on foreign financed projects was below 

target by KSh 37.0 billion. Recurrent expenditure for National Government amounted to 

KSh 2,466.6 billion (excluding KSh 34.7 billion for Parliament and Judiciary), against a 

target of KSh 2,346.7 billion. The above expenditure in recurrent category was mainly due 

to higher than targeted expenditures on operations and maintenance (Table 5 and Chart 

10). 
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Table 5: Expenditure and Net Lending, Period Ending 31st March, 2026 (KSh 

Millions) 

 
*Provisional 
Source of Data:  National Treasury  

 

38. Foreign interest payments amounted to KSh 169.2 billion, a decline from KSh 171.5 

billion paid over the same period in the FY2024/25. The domestic interest payments totalled 

to KSh 637.0 billion, which was higher than the KSh 625.1 billion paid in the corresponding 

period in the previous financial year. The expenditure data in GFSM 2014 format is shown 

in annexes III and IV. 
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Chart 10: Expenditure and Net Lending for the Period ending 31st March, 2026 

 
Source of Data: National Treasury  
 

2.2.1 National Government Expenditures by Public Agencies 
 

39. The total ministerial and other public agencies expenditure including A.I.A for the 

period ending 31st March 2026 was KSh 1,708.1 billion against a target of KSh 2,185.1 

billion. Recurrent expenditure was KSh 1,236.7 billion against a target of KSh 1,525.6 

billion, while development expenditure amounted to KSh 471.4 billion against a target of 

KSh 659.5 billion. The percentage of overall expenditures to the target was 78.2 percent 

while the percentage of recurrent and development expenditures to the targets were 81.1 

percent and 71.5 percent respectively, as at the end of the period under review.  

 
40. As at 31st March, 2026, recurrent expenditures by the State Department for Basic 

Education, State Department for Higher Education and Research; Teachers Service 

Commission; State Department for Vocational and Technical Training and the State 

Department for Public Health and Professional Standards and the State Department for 

Medical Services accounted for 41.9 percent of total recurrent expenditure.  

 

41. Analysis of development outlay indicates that the State Department for Housing and 

Urban Development accounted for the largest share of the total development expenditure 

(19.2 percent), followed by the State Department for Roads  (18.9 percent), the State 

Department for Economic Planning (9.7 percent), and the State Department for Water and 

sanitation (5.9 percent). Table 6 shows the recurrent and development expenditures by 

Ministries, State Departments and other government entities for the period under review. 
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Table 6: National Government Expenditures by Public Agencies, Period Ending 31st 

March, 2026 (KSh Millions) 

 
*Provisional 

Source of Data:  National Treasury  



FISCAL DEVELOPMENTS 

 18 

 

42. During the period under review, Social Protection, Culture and Recreation 

(SPC&R) sector recorded the highest absorption at 104.1 percent followed by National 

Security at 98.3 percent; Governance, Justice, Law and Order (GJLO) at 89.3 percent; and 

Education at 82.9 percent. Environment Protection, Water and Natural Resources sector 

recorded the lowest absorption of 55.5 percent (Chart 11). 

 

Chart 11: Sectoral Budget Absorption as at 31st March, 2026 

 
Source of Data:  National Treasury 

 

2.2.2  Pending Bills  

43. The total outstanding National Government pending bills as at 31st March, 2026 

amounted to KSh 471.7 billion.  These comprise recurrent bills of KSh 273.3 billion (57.9 

percent) and development pending bills of KSh 198.4 billion (42.1 percent).  The pending 

bills include payment to contractors/projects, suppliers, unremitted statutory and other 

deductions, pension arrears for Local Authorities Pension Trust, and others. The highest 

percentage of the SCs pending bills belong to Contractor/Projects and Suppliers. 

Ministries/State Departments and other Government Agencies pending bills constitutes 

mainly of historical pending bills.  

44. The National Government policy on clearance of pending bills continues to be in 

force. All MDAs are therefore, expected to continue with prioritization of payment of the 

pending bills by settling them as a first charge in the current financial year budget in line 

with the Treasury guidelines for implementation of the financial year 2025/26 and the 

medium-term budget, Treasury Circular No. 7/2023. 
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2.2.3 Guaranteed Debt Service 

45. During the period under review, the National Government did not service any 

guaranteed debt on behalf of Parastatals. 

 

2.3 Fiscal Outturn 

46. During the period July 2025 to March 2026, the fiscal balance (on commitment basis 

and excluding grants) amounted to KSh 982.3 billion (5.2 percent of GDP) against a 

targeted deficit of KSh 804.2 billion (4.2 percent of GDP) (Chart 12 and Table 7). The 

fiscal balance (on a commitment basis and including grants) was 5.1 percent of GDP 

against a target of 4.1 percent of GDP. 
 
Chart 12: Fiscal Balance as at 31st March, 2026 

 
Source of Data: National Treasury  

 

47. Over the same period in FY2024/25, the fiscal deficit excluding grants (on 

commitment basis) stood at KSh 701.3 billion (4.1 percent of GDP). The fiscal outturn in 

the last six FYs; the Printed Estimates; and the Revised Estimates in the FY 2025/26 are 

shown in Annex I. Further, GFSM 2014 Compliant Budgetary Central Government fiscal 

data for the FY 2024/25 are shown in annexes V and VI while the change in net worth is as 

shown in Annex IV. 
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Table 7: Budget Outturn, Cumulative Ending 31st March, 2026 (KSh Millions) 

 
*Provisional 

Source of Data: National Treasury  
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2.4 Financing  

2.4.1 External Financing 

48.  During the period ending March, 2026, net foreign repayment amounted to KSh 419.7 

billion. Total disbursements (inflows) including Appropriations in Aid amounted to KSh 

619.3 billion against a target of KSh 316.3 billion.  The actual total disbursement comprised 

of KSh 478.6 billion commercial financing, KSh 2.6 billion program loans and KSh 138.1 

billion Project loans. The External repayments (outflows) of principal debt amounted to 

KSh 419.7 billion. The amount comprised of principal repayments due to commercial 

institutions; bilateral sources; and multilateral sources amounting to KSh 252.6 billion; KSh 

118.9 billion; and KSh 48.2 billion respectively. The net foreign financing for the period 

under review was KSh 199.7 billion (Table 8). 

 

Table 8: External Financing, Period Ending 31st March, 2026 (KSh Millions) 

 

*Provisional 

Source of Data:  National Treasury  

 
2.4.2 Domestic Financing 
49. As at 31st March, 2026, net domestic borrowing amounted to KSh 724.9 billion (Table 

9) against a target of KSh 725.5 billion. The borrowing comprised of KSh 760.8 billion 

from Financial corporations; KSh 41.8 billion from households; KSh 25.2 billion from Non-
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residents; KSh 20.2 billion from General Government; and KSh 12.5 billion from Non-

Profit Institutions (Table 9 and Chart 13).  

 
Chart 13: Domestic Financing by Securities Holder for the Period Ending 31st March, 
2026 

 
Source of Data:  Central Bank of Kenya 
 

50. Net domestic financing recorded an increase for the period ending 31st March 2026 

from a net repayment of KSh 110.0 billion in July 2025 to a net domestic financing of KSh 

700.7 billion in March 2026. Consequently, the government categories by all categories 

recorded an increase during the period under review. (Table 9). 
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Table 9: Domestic Financing, Period Ending 31st March, 2026 (KSh Millions) 

 

Notes:  
*provisional 

Treasury Bills as reflected here are given at cost value as opposed to Table 11 given at face value.  
Source of Data: Central Bank of Kenya 
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3.0  PUBLIC DEBT   

3.1 Overall Debt Position  

51. The total public and publicly guaranteed debt stock as at end of 31st March, 2026, was 

KSh 12,827.3 billion, up from KSh 11,364.8 billion in March 2025, an increase of 11.40 

percent. The increase is mainly attributed to domestic borrowing to finance the fiscal deficit 

during the period. The public and publicly guaranteed debt stock comprised KSh 5,675.1 

billion (44.2 per cent of total debt) in external debt and KSh 7,152.1 billion (55.7 per cent 

of total debt) in domestic debt. The net public debt was KSh 12,416.8 billion during the 

period under review (Table 10).  

 

Table 10: Kenya’s Public and Publicly Guaranteed Debt, March 2024 to March 

2026 (KSh Millions) 

 
Note: 
* Provisional 

Source of Data:  National Treasury  

 

3.2 Domestic Debt 

52. The stock of gross domestic debt increased by KSh 891.4 billion from KSh 5,235.2 

billion in March, 2024 to KSh 6,126.6 billion in March, 2025. The net domestic debt was 

KSh 5,592.9 billion by end of the period under review (Table 11). 
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Table 11: Stock of Domestic Debt by Securities Holder for the period July, 2025 to 

March, 2026 (KSh Millions) 

 
NOTE:  

* Provisional 

Treasury Bills reflected here are at face value as opposed to Table 10, given at cost 

Source of Data: Central Bank of Kenya 

 

53. The stock of gross domestic debt increased by KSh 824.3 billion from KSh 6,325.5 

billion in July 2025 to KSh 7,149.7 billion in March 2026. The net domestic debt was KSh 

6,785.6 billion by the end of the period under review (Table 11). 
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Chart 14: Domestic Debt Stock by Securities Holder as at End March, 2026 

 
 Source of Data:  Central Bank of Kenya 

 

3.3 External Public Debt  

54. In US dollar terms, external public and publicly guaranteed debt stock increased to 

US$ 43,678.48 million as at end March 2026 from US$ 40,507.51 million in March 2025. 

This comprised debt owed to multilateral of 54.06 percent, commercial banks of 27.66 

percent, bilateral of 18.03 percent, and suppliers credit of 0.25 percent (Table 12).   
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Table 12: Kenya’s External Public and Publicly Guaranteed Debt March, 2024 – 

March, 2026 (US$ Millions) 

 
*Provisional 

** include IMF item 
1/ incl. International Sovereign Bond 
Note: The exchange rate as at end March, 2026 was KSh 129.93 per dollar. 

Source of Data: National Treasury 

 

55. Compared to the same period in FY 2025/25, external public debt stock from 

multilateral institutions recorded an increase of US$. 1,365.0 million; stock of public debt 

from commercial banks recorded an increase of US$ 2,229.0; and debt from suppliers’ 

credit sources recorded an increase of US$. 5.0 million in the period from end of March 

2025 to end of March 2026.  Stock from bilateral sources recorded a decrease of US$.  428.0 

million in the period under review (Chart 15). 
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Chart 12: External Public Debt by Source as at End March, 2026 

 

Source of Data:  National Treasury  
 

3.3.1 External Debt Service 

56. As at end March 2026, the total cumulative debt service payments to external 

creditors were KSh 588.8 billion. This comprised KSh 419.7 billion (71.26 percent) 

principal payment and KSh 169.2 billion (28.73 percent) interest payment (Table 13). 
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Table 13: External Debt Service, July, 2025 – March, 2026 (KSh Million) 

 

* Provisional 

Source of Data: National Treasury  
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57. By the end of March 2026, the total cumulative debt service payments to external 

creditors comprised of Debt service payments to commercial, bilateral, and multilateral 

creditors comprised of 58.5 percent, 26.8 percent and 14.7 percent of the total payments 

respectively (Chart 16). 

 

Chart 16: External Debt Service by Creditors at end of March 2026 

  
Source of Data: National Treasury  
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4.0. ANNEXES 
4.1. Annex I: Fiscal Results, 200/21 – 2025/2026 (KSh Millions) 

 
Source: National Treasury   
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4.2. GFSM 2014 COMPLIANT TABLES FOR BUDGETARY CENTRAL        

GOVERNMENT 

4.2.1 Annex II: Revenue (KSh Millions) 

 
1. Includes Capital Gains Tax and Stamp duty 
2. Includes Ordinary excise, RML, PDL, Electricity levy 
3. Includes Import duty, RDL, IDF 

Source: National Treasury    
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4.2.2. Annex III: Expense (KSh Millions) 

 
Source: National Treasury    
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4.2.3. Annex IV: Transaction in Assets and Liabilities (KSh Millions) 

 
Source: National Treasury    
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4.2.4. Annex V: Statement of Sources and Uses of Cash (KSh Millions) 

 
4/Vertical check: Difference between cash surplus/deficit and total net cash inflow from financing activities 

Source: National Treasury    
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4.2.5 Annex VI: Statement of Government Operations (KSh Millions) 

 
5/Vertical check: Difference between net lending/borrowing and financing 

Source: National Treasury 
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