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Navigating Markets in an Era of Geopolitical Fragmentation, &Cytonn Weekly #29/2026  

Executive Summary 

Fixed Income: During the week, T-bills were oversubscribed for the eighth consecutive week, with the 
overall subscription rate coming in at 137.5% albeit lower than the subscription rate of 157.2%, recorded 
the previous week. Investors’ preference for the shorter 91-day paper persisted, with the paper receiving 
bids worth Kshs 22.1 bn against the offered Kshs 8.0 bn, translating to a subscription rate of 275.7%, lower 
than the the subscription rate of 304.4% recorded the previous week. The subscription rate for the 364-
day paper increased to 48.8% from 45.1% recorded the previous week, while that of the 182-day paper 
decreased to 115.6% from 151.5% recorded the previous week. The government accepted a total of Kshs 
29.3 bn worth of bids out of Kshs 38.5 bn bids received, translating to an acceptance rate of 76.0%. The 
yields on the government papers were on a downward trajectory with the yields on the 91-day paper 
decreased the most by 1.7 bps to 8.78% from 8.80% recorded the previous week. The yields on the 182-
day papers decreased by 1.5 bps to 8.97% from 8.95% recorded the previous week. Moreover, the yields 
on the 364-day papers decreased by 0.5 bps to remain unchanged from the 9.04% recorded the previous 
week;  

During the week, the Central Bank of Kenya released the auction results for the re-opened treasury bonds 
FXD1/2019/020 and FXD1/2022/025 with tenors to maturities of 12.8 years and 21.4 years respectively 
and fixed coupon rates of 12.9% and 14.2% respectively. The bonds were oversubscribed, with the overall 
subscription rate coming in at 214.8%, receiving bids worth Kshs 85.9 bn against the offered Kshs 40.0 bn. 
The government accepted bids worth Kshs 63.3 bn, translating to an acceptance rate of 73.6%. The 
weighted average yield for the accepted bids for the FXD1/2019/020 and FXD1/2022/025 came in at 13.9% 
and 14.4% respectively. Notably, the 13.9% and 14.4% yields on FXD1/2019/020 and FXD1/2022/025 were 
both higher than the 13.2% and 13.8% recorded at the last reopening in May 2026 and January 2026 
respectively. With the Inflation rate at 6.4% as of June 2026, the real returns of the FXD1/2019/020 and 
FXD1/2022/025 are 7.5% and 8.0%. Given the 10.0% withholding tax on the bonds, the tax equivalent yields 
for shorter term bonds with 15.0% withholding tax are 13.7% and 15.0% for the FXD1/2019/020 and 
FXD1/2022/025 respectively; 

We are projecting the y/y inflation rate for July 2026 will remain within the range of 6.2% - 6.6%; 

Equities: During the week, the equities market was on an upward trajectory, with NSE 10, NSE 20, NSE 25 
and NASI gaining by 1.2%, 1.0%, 0.9% and 0.8% respectively, taking the YTD performance to gains of 27.3%, 
26.9%, 26.5% and 24.6% respectively for NSE 20, NSE 10, NSE 25 and NASI respectively. The week-on-week 
equities market performance was mainly driven by gains recorded by large cap stocks such as EABL, 
Diamond Trust Bank and KCB of 7.3%, 3.1% and 2.2% respectively. However, the performance was weighed 
down by losses recorded by large cap stocks such as Stanbic, Absa Bank and Standard Chartered Bank of 
1.2%,1.0% and 0.8% respectively; 

During the week, the banking sector index increased marginally by 0.6% to 265.9 from the 264.2 recorded 
the previous week. This is attributable to gains recorded by large cap stocks such as Diamond Trust Bank, 
KCB and NCBA of 3.1%, 2.2% and 1.1% respectively. However, the performance was weighed down by 
losses recorded by large cap stocks such as Stanbic, Absa Bank and Standard Chartered Bank of 1.2%, 1.0% 
and 0.8% respectively; 

During the week, British American Tobacco Kenya Plc released their H1’2026 financial results, recording a 
3.1% increase in Profits after Tax (PAT) to Kshs 3.1 bn, from Kshs 3.0 bn recorded in H1’2025. mainly 
attributed to the 4.6% increase in net revenue to Kshs 12.3 bn in H1’2026 from Kshs 11.7 bn in H1’2025, 
coupled with a 40.2% increase in Finance income to 0.14 bn in H1’2026 from Kshs 0.10 bn in H1’2025. The 
performance was, however, weighed down by a 6.8% increase in cost of operations to Kshs 8.0 bn from 
Kshs 7.5 bn in H1’2025; 
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During the week, Nedbank Group announced the results of its offer to acquire a 66.0% stake in NCBA 
Group, with total acceptances reaching 1.3 bn shares, equivalent to an acceptance rate of 79.9% of NCBA's 
issued ordinary shares, well above the targeted acquisition. The acceptances comprised 920.7 mn shares 
tendered under shareholders' pro rata entitlement, representing 55.9% of NCBA's issued shares, and a 
further 395.7 mn shares submitted as excess applications, equivalent to 24.0% of the issued shares; 

Real Estate: During the week, the Kenya National Bureau of Statistics released their Q2’2026 construction 
input price indices report that showed the cost of construction in Kenya increasing significantly with a 5.7% 
rise in the Construction Input Price Index (CIPI) to 126.4 from 119.5 in Q1’2026, the highest quarterly 
increase since late 2022; 

During the week, Nairobi County approved the implementation framework for Phase I of the Nairobi 
Metropolitan Mass Rapid Transit System (NMRTS), paving the way for the city's first underground railway. 
The initial phase will run beneath the Central Business District (CBD) before extending to Eastlands, with 
the aim of easing traffic congestion, reducing travel times and improving connectivity through integrated 
transit terminals that link rail services, pedestrians and other modes of transport; 

During the week, the Kenya National Highways Authority (KeNHA) announced plans to upgrade 25  new 
feeder roads connected to the 16.5 km Nairobi Western Bypass in Kiambu County to bitumen standards, 
with the aim of improving accessibility and easing movement within the surrounding areas; 

During the week, the government revised its plans for the Nairobi–Mombasa highway by opting to expand 
the existing 461.0 km A8 road into a minimum four-lane, access-controlled toll highway under a Public-
Private Partnership (PPP), replacing the earlier proposal to construct a new expressway; 

On the Unquoted Securities Platform Acorn D-REIT and I-REIT traded at Kshs 29.6 and Kshs 23.8 per unit, 
respectively, as per the last updated data on 17th July 2026. The performance represented a 48.0% and 
18.8% gain for the D-REIT and I-REIT, respectively, from the Kshs 20.0 inception price. The volumes traded 
for the D-REIT and I-REIT came in at 13.5 mn and 43.3 mn shares, respectively. Additionally, ILAM Fahari I-
REIT traded at Kshs 13.8 per share as of 17th July 2026, representing a 31.0% loss from the Kshs 20.0 
inception price. The volume traded to date came in at 1.2 mn shares for the I-REIT; 

Digital Payments: During the week, American Express reported its Q2’2026 financial results, beating Wall 
Street earnings expectations with diluted earnings per share (EPS) of USD 4.5 against consensus estimates 
of USD 4.4 and a 11.0% increase from USD 4.1 in the same period last year. Total net revenue reached USD 
19.6 bn, reflecting a 10.0% year-over-year expansion driven by double-digit growth in card fees and 
resilient premium consumer spending; 

During the week, Mastercard Incorporated announced major enhancements to its enterprise Virtual Card 
Number (VCN) platform, Mastercard In Control, integrating issuer-enforced spend controls, embedded 
payments infrastructure, and unified single-API integration. Additionally, Mastercard partnered with Intuit 
to roll out a dedicated small-business card directly integrated with QuickBooks to automate bookkeeping 
and liquidity management; 

During the week, digital asset infrastructure firm Circle executed strategic partnerships in South Korea, 
signing Memorandums of Understanding (MOUs) with Kakao Group and Toss Bank. The collaborations 
focus on evaluating blockchain-based payment rails and integrating USD Coin (USDC) into Asian digital 
ecosystems to streamline cross-border settlement and localized payment infrastructure; 

During the week, Block, Inc. announced a restaurant software expansion, deploying its Square multi-
location management software, integrated POS hardware, and kitchen display systems across Dimassi’s 
Mediterranean Buffet’s 24-location portfolio; 

https://www.knbs.or.ke/reports/construction-input-price-indices-for-second-quarter-2026/
https://www.knbs.or.ke/reports/construction-input-price-indices-for-second-quarter-2026/
https://kenyanwallstreet.com/nairobi-underground-railway-plans
https://www.businessdailyafrica.com/bd/economy/nairobi-western-bypass-set-for-25-new-feeder-roads-5531810
https://www.businessdailyafrica.com/bd/economy/kenya-drops-us-firm-plans-4-lane-nairobi-mombasa-road-5532758
https://www.nse.co.ke/dataservices/wp-content/uploads/Unquoted-Securities-Platform-Ibuka-Weekly-Summary_03-07-2026.pdf
https://www.investing.com/news/company-news/american-express-q2-2026-slides-premium-strategy-drives-growth-93CH-4812063
https://fxnewsgroup.com/forex-news/payments/mastercard-announces-enhancements-to-mastercard-in-control-platform/
https://www.crowdfundinsider.com/2026/07/293288-circle-partners-with-kakao-and-toss-bank-to-enable-stablecoin-payment-solutions-in-south-korea/
https://finance.yahoo.com/markets/stocks/articles/block-square-wins-multi-location-180916880.html
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The digital payment stocks we track (AXP, Visa, Mastercard, Circle, Block, and PayPal) are currently trading 
at an average P/E of 25.5x, implying that investors are pricing in strong future earnings growth expectations 
and are willing to pay a significant premium for current earnings, which may also suggest that valuations 
may be stretched relative to near-term fundamentals; 

Focus of the week: This week, we turn our focus to Navigating Markets in an Era of Geopolitical 
Fragmentation. Geopolitical fragmentation is not simply the splitting of the global economy into competing 
blocs but a redistribution of economic risk and opportunity based on each actor's structural flexibility, 
where diversified, multi-aligned players capture disproportionate advantage and single-dependency 
players absorb disproportionate cost. The global economic landscape is undergoing a structural shift away 
from integrated global supply chains toward fragmented trade blocs, heightened sanctions regimes and 
protectionist industrial policies. Driven by intensifying US-China strategic competition, ongoing regional 
conflicts especially in the Middle East and shifting national security priorities, fragmentation is reshaping 
international capital flows, trade corridors, and financial stability. For African and Kenyan investors, 
geopolitical fragmentation is reshaping the global distribution of economic risks and opportunities, with 
the predominant impact being higher trade costs, greater financial market volatility, and increased 
uncertainty. These dynamics are increasingly reflected in tariff schedules, Eurobond yields, the Shilling, and 
portfolio flows.  

Investment Updates: 

• Weekly Rates: Cytonn Money Market Fund closed the week at a yield of 11.35% p.a. To invest, dial 
*809# or download the Cytonn App from Google Play store here or from the Appstore here;  

• We continue to offer Wealth Management Training every Tuesday, from 7:00 pm to 8:00 pm. The 
training aims to grow financial literacy among the general public. To register for any of our Wealth 
Management Trainings, click here. If interested in our Private Wealth Management Training for 
your employees or investment group, please get in touch with us through wmt@cytonn.com;  

• Cytonn Insurance Agency acts as an intermediary for those looking to secure their assets and loved 
ones’ future through insurance namely; Motor, Medical, Life, Property, WIBA, Credit and Fire and 
Burglary insurance covers. For assistance, get in touch with us 
through insuranceagency@cytonn.com; 

• Cytonn Asset Managers Limited (CAML) continues to offer pension products to meet the needs of 
both individual clients who want to save for their retirement during their working years and 
Institutional clients that want to contribute on behalf of their employees to help them build their 
retirement pot. To more about our pension schemes, kindly get in touch with us through 
pensions@cytonn.com; 

Hospitality Updates: 

• We currently have promotions for Staycations. Visit cysuites.com/offers for details or email us at 
sales@cysuites.com; 

Fixed Income 

Money Markets, T-Bills Primary Auction:  

This week, T-bills were oversubscribed for the eighth consecutive week, with the overall subscription rate 
coming in at 137.5% lower than the subscription rate of 157.2%, recorded the previous week. Investors’ 
preference for the shorter 91-day paper persisted, with the paper receiving bids worth Kshs 22.1 bn against 
the offered Kshs 8.0 bn, translating to a subscription rate of 275.7%, lower than the the subscription rate 
of 304.4% recorded the previous week. The subscription rate for the 364-day paper increased to 48.8% 
from 45.1% recorded the previous week, while that of the 182-day paper decreased to 115.6% from 151.5% 

https://bit.ly/3aefaL5
https://apple.co/397owqw
http://cytonn.com/onlinetraining
mailto:wmt@cytonn.com
mailto:insuranceagency@cytonn.com
https://cysuites.com/offers
file:///C:/Users/skariuki/Downloads/sales@cysuites.com
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recorded the previous week. The government accepted a total of Kshs 29.3 bn worth of bids out of Kshs 
38.5 bn bids received, translating to an acceptance rate of 76.0%. The yields on the government papers 
were on a downward trajectory with the yields on the 91-day paper decreased the most by 1.7 bps to 8.78% 
from 8.80% recorded the previous week. The yields on the 182-day papers decreased by 1.5 bps to 8.97% 
from 8.95% recorded the previous week. Moreover, the yields on the 364-day papers decreased by 0.5 bps 
to remain unchanged from the 9.04% recorded the previous week. The chart below shows the yield growth 
rate for the 91-day paper from July 2025 to date: 

 

The chart below shows the performance of the 91-day, 182-day and 364-day papers from July 2024 to July 
2026:  

The chart below compares the overall average T-bill subscription rates obtained in 2023, 2024, 2025 and 
2026 Year-to-date (YTD):  
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T-Bonds Primary Auction: 

During the week, the Central Bank of Kenya released the auction results for the re-opened treasury bonds 
FXD1/2019/020 and FXD1/2022/025 with tenors to maturities of 12.8 years and 21.4 years respectively 
and fixed coupon rates of 12.9% and 14.2% respectively. The bonds were oversubscribed, with the overall 
subscription rate coming in at 214.8%, receiving bids worth Kshs 85.9 bn against the offered Kshs 40.0 bn. 
The government accepted bids worth Kshs 63.3 bn, translating to an acceptance rate of 73.6%. The 
weighted average yield for the accepted bids for the FXD1/2019/020 and FXD1/2022/025 came in at 13.9% 
and 14.4% respectively. Notably, the 13.9% and 14.4% yields on FXD1/2019/020 and FXD1/2022/025 were 
both higher than the 13.2% and 13.8% recorded at the last reopening in May 2026 and January 2026 
respectively. With the Inflation rate at 6.4% as of June 2026, the real returns of the FXD1/2019/020 and 
FXD1/2022/025 are 7.5% and 8.0%. Given the 10.0% withholding tax on the bonds, the tax equivalent yields 
for shorter term bonds with 15.0% withholding tax are 13.7% and 15.0% for the FXD1/2019/020 and 
FXD1/2022/025 respectively. 

Money Market Performance: 

In the money markets, 3-month bank placements ended the week at 9.0% (based on rates offered by 
various banks). The yield on the 91-day paper decreased by 1.7 bps to 8.78% from 8.80% recorded the 
previous week, while the yield on 364-day papers decreased by 0.5 bps to remain unchanged from the 
9.04% recorded the previous week. The yield on the Cytonn Money Market Fund decreased by 0.3% to 
11.4% from 11.7% recorded the previous week, while the average yields on the Top 5 Money Market Funds 
decreased by 7.2 bps to 10.9% from 11.0% recorded the previous week. 
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The table below shows the Money Market Fund Yields for Kenyan Fund Managers as published on 24th July 
2026: 

Money Market Fund Yield for Fund Managers as published on 24th July 2026 

Rank Fund Manager Effective Annual Rate 

 1 Nabo Africa Money Market Fund                        11.7% 

2 Cytonn Money Market Fund (Dial *809# or download Cytonn App) 11.4% 

3 Lofty-Corban Money Market Fund 10.6% 

4 British-American Money Market Fund 10.5% 

5 Enwealth Money Market Fund 10.5% 

6 Ndovu Money Market Fund 10.5% 

7 Kuza Money Market fund 10.5% 

8 Madison Money Market Fund 10.5% 

9 Globetec Money Market Fund 10.4% 

10 Etica Money Market Fund 10.3% 

11 Arvocap Money Market Fund 10.3% 

12 Faulu Money Market Fund 10.3% 

13 Old Mutual Money Market Fund 10.2% 

14 Jubilee Money Market Fund 10.2% 

15 Gulfcap Money Market Fund 10.1% 

16 Orient Kasha Money Market Fund 10.0% 

17 SanlamAllianz Money Market Fund 9.6% 

18 GenAfrica Money Market Fund 9.5% 

19 KCB Money Market Fund 9.2% 

20 Apollo Money Market Fund 9.2% 

11.4%
10.9%

9.0% 9.0% 8.8%

5.0%
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Cytonn Report: Money Market Performance 



 7 

21 Dry Associates Money Market Fund 8.9% 

22 Genghis Money Market Fund 8.6% 

23 CIC Money Market Fund 8.4% 

24 CPF Money Market Fund 8.3% 

25 ICEA Lion Money Market Fund 8.1% 

26 Mayfair Money Market Fund 8.0% 

27 Co-op Money Market Fund 8.0% 

28 Mali Money Market Fund 8.0% 

29 Absa Shilling Money Market Fund 7.3% 

30 AA Kenya Shillings Fund 6.2% 

31 Ziidi Money Market Fund 6.1% 

32 Equity Money Market Fund 5.3% 

33 Stanbic Money Market Fund 4.8% 

Source: Daily Nation  
 
Liquidity:  
During the week, liquidity in the money markets tightened with the average interbank rate increasing 
marginally by 0.2 bps to 8.8% from 8.7% recorded last week, partly attributable to government payments 
that offset tax remittances. The average interbank volumes traded decreased by 51.4% to Kshs 3.7 bn from 
Kshs 7.6 bn recorded the previous week. The chart below shows the interbank rates in the market over the 
years: 

 

 

 

 

 

 

 

Kenya Eurobonds:   

During the week, the yields on the Eurobonds were on an upward trajectory with the yield on the 13-year 
Eurobond issued in 2021, increasing the most by 25.0 bps to 8.6% from 8.3% recorded the previous week. 
The table below shows the summary performance of the Kenyan Eurobonds as of 23rd July 2026 
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Cytonn Report: Kenya Eurobonds Performance 

  2018 2019 2021 2024 

Tenor 10-year issue 30-year issue 12-year issue 13-year issue 7-year issue 

Amount Issued 
(USD) 

1.0 bn 1.0 bn 1.0 bn 
1.5 bn 1.5 bn 

Years to Maturity  2.5 22.5 8.8 5.5 10.5 

Yields at Issue 7.3% 8.3% 6.2% 10.4% 9.9% 

2-Jan-26 6.1% 8.8% 7.2% 7.8% 7.1% 

2-Jul-26 6.8% 8.8% 7.6% 8.0% 7.1% 

16-Jul-26 7.0% 8.9% 7.9% 8.3% 7.6% 

17-Jul-26 7.0% 8.9% 8.0% 8.4% 7.6% 

20-Jul-26 7.0% 8.9% 7.9% 8.4% 7.6% 

21-Jul-26 7.0% 9.0% 8.0% 8.4% 7.7% 

22-Jul-26 7.1% 9.0% 8.0% 8.5% 7.7% 

23-Jul-26 7.1% 9.1% 8.1% 8.6% 7.8% 

Weekly Change 0.1% 0.1% 0.2% 0.3% 0.2% 

MTD Change 0.3% 0.3% 0.5% 0.6% 0.7% 

YTD Change 1.0% 0.2% 0.9% 0.8% 0.7% 

Source: Central Bank of Kenya (CBK) and National Treasury 

Kenya Shilling: 

During the week, the Kenya Shilling depreciated against the US Dollar by 17.8 bps to Kshs 129.5 from Kshs 
129.3 recorded the previous week. On a year-to-date basis, the shilling has depreciated by 37.2 bps against 
the dollar, as compared to the 22.9 bps appreciation recorded in 2025.  

We expect the shilling to be supported by: 

i. Diaspora remittances standing at a cumulative USD 4,960.4 mn in the twelve months to June 2026, 
slightly lower than the USD 5,084.1 mn recorded over the same period in 2025. These have 
continued to cushion the shilling against further depreciation. In the June 2026 diaspora 
remittances figures, North America remained the largest source of remittances to Kenya 
accounting for 50.8% in the period,  

ii. Improved forex reserves currently at USD 13.9 bn (equivalent to 5.9-months of import cover), 
which is above the statutory requirement of maintaining at least 4.0-months of import cover and 
above the EAC region’s convergence criteria of 4.5-months of import cover. 

 
The shilling is however expected to remain under pressure in 2026 as a result of:   

i. An ever-present current account deficit which is estimated at 2.6% of GDP in the 12 months to April 
2026 compared to 1.7 percent of GDP in a similar period in 2025 and, 

ii. The need for government debt servicing, continues to put pressure on forex reserves given that 53.0% 
of Kenya’s external debt is US Dollar-denominated as of December 2025 
 

https://www.treasury.go.ke/wp-content/uploads/2023/03/Outstanding-Eurobonds.pdf
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Kenya’s forex reserves decreased by 2.2% during the week to USD 13.9 bn from USD 14.2 bn recorded the 
previous week, equivalent to 5.9 months of import cover, and above the statutory requirement of 
maintaining at least 4.0-months of import cover.  

The chart below summarizes the evolution of Kenya's months of import cover over the years: 

 

 
Weekly Highlights 
 

a) July 2026 Inflation Projection 
We are projecting the y/y inflation rate for July 2026 will remain within the range of 6.2%- 6.6%, 
mainly on the back of: 

i. Stable Fuel Prices in July 2026 - The Energy and Petroleum Regulatory Authority (EPRA) 
released their monthly statement on the maximum retail fuel prices in Kenya, effective from 
15th July 2026 to 14th August 2026. Notably, the maximum allowed prices for Super Petrol, 
Diesel and Kerosene remain unchanged at Kshs 214.0, Kshs 222.9 and Kshs 191.4 per litre 
respectively. This stability in fuel prices may help elevate inflationary pressure, given fuel's 
significant role in transportation and production costs across the economy. 

ii. Maintaining the Central Bank Rate (CBR) at 8.75% - The MPC's decision to hold the CBR at 
8.75% since the February 2026 cut maintained through April and June signals a policy stance 
that has paused easing rather than resumed loosening. With no fresh rate cuts feeding new 
demand-side pressure into the economy, the disinflationary momentum built through 
2025's tightening cycle remains intact, giving room for headline inflation to continue easing 
toward the 6.2%-6.4% range we project for July. 

We, however expect the inflation to be supported by: 

i. Rising Fuel and Forex Adjustment Charges on Electricity:  In July 2026 electricity 
prices increased on the back of a rise in fuel cost charges and forex adjustment 
charges. EPRA set the Fuel Energy Cost Charge at Ksh 3.20 per kWh, up from Ksh 3.14 
in June 2026, while the Foreign Exchange Fluctuation Adjustment more than doubled 
to Ksh 1.48 per kWh from Ksh 0.72, alongside a newly introduced Inflation Adjustment 
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Cytonn Report: Kenya months of import cover and Forex reserves 
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of Ksh 0.48 per kWh running through December 2026. With electricity a direct input 
into production and distribution costs, this pass-through works against the 
disinflationary pull from stable fuel prices and the paused CBR, and is a key reason we 
hold our July projection at 6.2%–6.4%. 

ii. Depreciation of the Kenya Shilling against the US Dollar- The Kenya Shilling recorded 
a 3.1 bps month-to-date depreciation as of 25th July to Kshs 129.53 from Kshs 129.49 
recorded at the beginning of the month. This depreciation in the exchange rate could 
tighten inflationary pressures, making imported goods more expensive 

 

Going forward, we expect inflationary pressures to remain within the CBK's target range of 2.5%–7.5%, 
with headline inflation projected to come in at the 6.2%-6.6% range in July 2026. This is supported by the 
CBR holding at 8.75% since February 2026 through the April and June 2026 meetings, which has kept 
borrowing costs, and the demand pressure that comes with them, in check. Fuel prices have also been on 
a downward trend, with landing costs for Diesel, Kerosene and Super Petrol declining in both May and June 
2026, keeping pump prices unchanged in July and limiting the pass-through into transport and production 
costs. This is offset somewhat by the recent rise in electricity tariffs, where higher fuel and forex adjustment 
charges have pushed up production and distribution costs. On balance, the combination of a stable rate 
environment, declining fuel costs, and rising electricity charges supports our July inflation projection of 
6.2%-6.6%. 

Rates in the fixed income market have been on an upward trend, reversing the sharp declines seen 
through the CBK's easing cycle. The shift has been driven by the CBK's decision to pause its rate-cutting 
cycle, alongside a resurgence in inflation. The government is 110.5% ahead of its prorated net domestic 
borrowing target of Kshs 73.6 bn, having a net borrowing position of Kshs 154.9 bn (inclusive of T-bills). 
We expect investors to maintain a preference for short to medium-term papers as they monitor the pace 
of government issuance and the path of inflation before committing further out on the curve, with the 
yield curve likely to remain under upward pressure rather than stabilize, at least until the inflation 
trajectory becomes clearer. 

Equities 

Market Performance:  

During the week, the equities market was on an upward trajectory, with NSE 10, NSE 20, NSE 25 and NASI 
gaining by 1.2%, 1.0%,0.9% and 0.8% respectively, taking the YTD performance to gains of 27.3%, 26.9%, 
26.5% and 24.6% respectively for NSE 20, NSE 10, NSE 25 and NASI respectively. The week-on-week equities 
market performance was mainly driven by gains recorded by large cap stocks such as EABL, Diamond Trust 
Bank and KCB of 7.3%, 3.1% and 2.2% respectively. However, the performance was weighed down by losses 
recorded by large cap stocks such as Stanbic, Absa Bank and Standard Chartered Bank of 1.2%,1.0% and 
0.8% respectively; 

During the week, the banking sector index increased marginally by 0.6% to 265.9 from the 264.2 recorded 
the previous week. This is attributable to gains recorded by large cap stocks such as Diamond Trust Bank, 
KCB and NCBA of 3.1%, 2.2% and 1.1% respectively. However, the performance was weighed down by 
losses recorded by large cap stocks such as Stanbic, Absa Bank and Standard Chartered Bank of 1.2%, 1.0% 
and 0.8% respectively. 

During the week, equities turnover increased by 65.1% to USD 30.7 mn from USD 18.6 mn recorded the 
previous week, taking the YTD total turnover to USD 2,581.1 mn. Foreign investors remained net sellers for 
the second consecutive week with a net selling position of USD 7.5 mn, from a net selling position of USD 
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2.3 mn recorded the previous week, taking the YTD foreign net selling position to USD 85.7 mn, compared 
to a net selling position of USD 92.9 mn recorded in 2025. 

The market is currently trading at a price to earnings ratio (P/E) of 7.6x, 32.5% below the historical average 
of 11.2x, and a dividend yield of 6.0%, 1.3% points above the historical average of 4.7%. Key to note, NASI’s 
PEG ratio currently stands at 0.9x, an indication that the market is slightly undervalued relative to its future 
growth. A PEG ratio greater than 1.0x indicates the market may be overvalued while a PEG ratio less than 
1.0x indicates that the market is undervalued. 

The charts below indicate the historical P/E and dividend yields of the market: 
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Weekly Highlights 

I. BAT H1’2026 Financial Results  

During the week, British American Tobacco Kenya Plc released their H1’2026 financial results, recording a 
3.1% increase in Profits after Tax (PAT) to Kshs 3.1 bn, from Kshs 3.0 bn recorded in H1’2025. The increase 
in PAT was mainly attributed to the 4.6% increase in net revenue to Kshs 12.3 bn in H1’2026 from Kshs 11.7 
bn in H1’2025, coupled with a 40.2% increase in Finance income to 0.14 bn in H1’2026 from Kshs 0.10 bn 
in H1’2025. The performance was, however, weighed down by a 6.8% increase in cost of operations to Kshs 
8.0 bn from Kshs 7.5 bn in H1’2025. The tables below show the breakdown of BAT’s H1’2026 financial 
performance: 

Cytonn Report: British American Tobacco (BAT) Summarized Income Statement 

Income Statement  H1'2025 H1'2026 Y/Y Change 
Kshs (bn) Kshs (bn) 

Gross Sales including Indirect Taxes 18.5 19.0 2.6% 

Excise Duty and Value-Added Taxes  (6.8) (6.7) (1.0%) 

Net Revenue 11.7 12.3 4.6% 

Cost of operations (7.5) (8.0) 6.8% 

Profit from operations 4.2 4.3 0.8% 

Net Finance Costs/Income 0.10 0.14 40.2% 

Profit Before Income Tax 4.3 4.4 1.7% 

Cytonn Report: Equities Universe of Coverage 

Company 

Price as 
at 

17/07/2
027 

Price as 
at 

24/07/2
026 

w/w 
change 

m/m 
change 

YTD 
Change 

Year 
Open 
2026 

Target 
Price* 

Dividend 
Yield 

Upside/ 
Downside

** 

P/TBv 
Multiple Recommendation 

NCBA 88.8 89.8 1.1% 0.3% 5.6% 85.0 108.9 7.9% 29.3% 1.2x Buy 
ABSA 
Bank 33.4 33.0 (1.0%) 3.0% 32.8% 24.9 36.8 6.2% 17.9% 1.8x Accumulate 

Diamond 
Trust 
Bank 146.3 150.8 

3.1% 4.0% 31.4% 
114.8 

161.4 6.0% 13.1% 0.4x Accumulate 

Standard 
Chartered 
Bank 337.0 334.3 

(0.8%) 2.0% 11.5% 
299.8 

345.8 9.3% 12.7% 2.1x Accumulate 

Co-op 
Bank 35.3 35.0 (0.7%) 2.0% 46.4% 23.9 36.9 7.1% 12.6% 1.3x Accumulate 

Jubilee 
Holdings 380.5 375.5 (1.3%) 4.1% 16.4% 322.5 407.5 4.0% 12.5% 0.5x Accumulate 

Britam 18.4 16.5 (10.1%) 31.5% 82.1% 9.1 18.5 0.0% 11.8% 1.2x Accumulate 
Stanbic 
Holdings 295.5 292.0 (1.2%) 4.2% 47.7% 197.8 300.3 7.7% 10.5% 1.7x Accumulate 

KCB 
Group 80.8 82.5 2.2% 4.8% 25.5% 65.8 83.9 8.5% 10.2% 0.8x Accumulate 

CIC Group 4.6 4.7 2.4% 3.1% 3.1% 4.5 5.0 2.8% 8.8% 1.2x Hold 
Equity 
Group 86.5 87.0 0.6% 8.7% 29.9% 67.0 87.5 6.6% 7.2% 1.1x Hold 

I&M 
Group 68.0 67.8 (0.4%) (2.5%) 58.3% 42.8 67.9 5.5% 5.8% 1.1x Hold 

Family 
Bank 25.0 27.7 10.6% 14.3% 53.6% 18.0 27.6 4.3% 4.2% 1.4x Lighten 

*Target Price as per Cytonn Analyst estimates 
**Upside/ (Downside) is adjusted for Dividend Yield 
***Dividend Yield is calculated using FY’2025 Dividends 



 13 

Income Tax Expenses (1.3) (1.3) (1.5%) 

Profit After Tax 3.0 3.1 3.1% 

Dividend Per Share (Kshs) 10.0 10.0 0.0% 

Annualized Dividend Yield 5.3% 3.5% (1.8%) 

Dividend Payout 33.5% 32.5% (1.0%) 

Earnings Per Share (Kshs) 29.8 30.8 3.1% 
Source: British American Tobacco (BAT) Kenya Plc HY’2026 Financial Report 
 

Cytonn Report: British American Tobacco Plc (BAT) Summarized Balance Sheet  

Balance Sheet H1'2025 H1'2026 Y/Y Change 
Kshs (bn) Kshs (bn) 

Current Assets                      13.3                       10.9  (18.1%) 

Non-Current Assets                        9.7                         9.4  (3.2%) 

Total Assets                      23.1                       20.3  (11.8%) 

Current Liabilities                        6.3                         5.9  (7.8%) 

 Non-Current Liabilities                      1.94                       1.92  (1.2%) 

Total Liabilities                         8.3                         7.8  (6.2%) 

Total Equity                       14.8                       12.6  (14.9%) 
Source: British American Tobacco (BAT) Kenya Plc HY’2026 Financial Report 
 

Key take outs from the financial performance include; 
i. Net Revenue increased by 4.6% to Kshs 12.3 bn in H1’2026 from Kshs 11.7 bn in H1’2025, mainly 

attributed to a 2.6% increase in gross sales to Kshs 19.0 bn from Kshs 18.5 bn recorded in H1’2026. 
ii. Net finance income increased significantly by 40.2% to a net finance income of Kshs 0.14 bn in 

H1’2026, from a net finance income of Kshs 0.10 bn in H1’2025. This was largely attributable to 
Kenyan Shilling stability against the US Dollar and prudent cash management. 

iii. Cost of operations increased by 6.8% to Kshs 8.0 bn in H1’2026, from Kshs 7.5 bn in H1’2025, 
mainly attributed to higher sales volumes, effective cost management and productivity initiatives 
implemented during the period. 

iv. The Group’s balance sheet position deteriorated, with total assets decreasing by 11.8% to Kshs 
20.3 bn in H1’2026, from Kshs 23.1 bn in H1’2025. This can be attributed to a 18.1% decrease in 
current assets to Kshs 10.9 bn from Kshs 13.3 bn in H1’2025, coupled with a 3.2% decrease in Non-
current assets to Kshs 9.4 bn from Kshs 9.7 bn in H1’2025. 

v. The Group’s Total liabilities also decreased by 6.2% to Kshs 7.8 bn from Kshs 8.3 bn in H1’2025. 
This can be attributed to a 7.8% decrease in current liabilities to Kshs 5.9 bn from Kshs 6.3 bn in 
H1’2025, coupled with a 1.2% marginal decrease in non-current liabilities to Kshs 1.92 bn from 
Kshs 1.94 bn in H1’2025. 

vi. Earnings per share increased by 3.1% to Kshs 30.8 in H1’2026, from Kshs 29.8 in H1’2025, reflecting 
enhanced profitability per unit of shareholding. The strong improvement in EPS was largely driven 
by the significant increase in net earnings during the period, supported by reduced finance cost 
and effective cost management. The rise in EPS signals improved shareholder value generation 
and reinforces the Group’s underlying financial strength in the face of a complex operating 
environment. 

vii. The Board of Directors declared an interim dividend of Kshs 10.0 translating to a 1.8% decrease in 
annualized dividend yield to 3.5% in H1’2026 from 5.3% in H1’2025, and a 1.0% decrease in 
dividend payout ratio to 32.5% in H1’2026 from 33.5% in H1’2025. 

 
BAT recorded a 3.1% increase in Profits after Tax (PAT) to Kshs 3.1 bn, from Kshs 3.0 bn recorded in 
H1’2025. The increase in PAT was mainly attributed to the 4.6% increase in net revenue to Kshs 12.3 bn in 
H1’2026 from Kshs 11.7 bn in H1’2025, coupled with a 40.2% increase in Finance income to 0.14 bn in 
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H1’2026 from Kshs 0.10 bn in H1’2025. The performance was, however, weighed down by a 6.8% increase 
in cost of operations to Kshs 8.0 bn from Kshs 7.5 bn in H1’2025. Despite the improved earnings, BAT 
continues to operate in a challenging environment marked by regulatory uncertainty and escalating tax 
pressures. Notably, the continued ban on modern oral nicotine pouches in the local market has prevented 
the Group from fully utilizing its Nairobi-based manufacturing facility. As a result, the company is 
considering offers for the disposal of related machinery to safeguard shareholder value and optimize asset 
use. In line with its strong liquidity position, the Board of Directors declared an interim dividend of Kshs 
10.0 translating to a 1.8% decrease in annualized dividend yield to 3.5% in H1’2026 from 5.3% in H1’2025, 
and a 1.0% decrease in dividend payout ratio to 32.5% in H1’2026 from 33.5% in H1’2025, reflecting 
enhanced value delivered to shareholders during the period. 

Looking ahead, profit margins remain under pressure due to persistent regulatory hurdles and rising 
operational costs. Nevertheless, the Group’s disciplined cost management, prudent financial strategy, 
and active regulatory engagement, especially in the modern oral nicotine segment, are expected to 
cushion the impact of these challenges. Furthermore, the Group’s consistent dividend policy is likely to 
bolster investor confidence in the stock despite prevailing macroeconomic headwinds 

II. NCBA Group Plc – Nedbank Group Offer Results 

During the week, Nedbank Group announced the results of its offer to acquire a 66.0% stake in NCBA 
Group, with total acceptances reaching 1.3 bn shares, equivalent to an acceptance rate of 79.9% of NCBA's 
issued ordinary shares, well above the targeted acquisition. The acceptances comprised 920.7 mn shares 
tendered under shareholders' pro rata entitlement, representing 55.9% of NCBA's issued shares, and a 
further 395.7 mn shares submitted as excess applications, equivalent to 24.0% of the issued shares. The 
strong uptake marks a key milestone in the transaction, reflecting broad shareholder willingness to 
participate in the offer. Launched in April 2026, the offer allowed shareholders to tender 66.0% of their 
holdings while submitting excess applications for additional shares, subject to allocation. The offer received 
total acceptances equivalent to 79.9% of NCBA's issued ordinary shares, exceeding the targeted 66.0% 
acquisition and resulting in an effective subscription rate of 121.1% relative to the shares sought by 
Nedbank. Following the scaling and allocation process, Nedbank is expected to acquire approximately 1.1 
bn shares, representing the intended 66.0% stake, while the remaining 34.0% will continue to be held by 
other shareholders. 

NCBA shareholding 

Before After  

Name of 
Shareholder 

Number of shares % Shareholding 
Name of 
Shareholder 

Number of 
shares 

% Shareholding 

First Chartered 
Securities Limited 

246,149,354 14.90% Nedbank Group 
Limited 

1,087,362,891 66.0% 

Enke Investments 
Limited 

217,497,023 13.20% 
First Chartered 
Securities 
Limited 

83,690,780 5.08% 

D&M Management 
Services LLP 

190,707470 11.58% 
Enke 
Investments 
Limited 

73,948,988 4.49% 

Brookshire Limited 142,142,031 8.63% 
D&M 
Management 
Services LLP 

64,644,224 3.92% 

https://ncbagroup.com/wp-content/uploads/2026/05/Offer-Document-by-Nedbank-Group-Limited-to-NCBA-Group-Plc-Shareholders.pdf
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Westpoint 
Nominees Limited 126,661,231 7.69% 

Brookshire 
Limited 48,328,291 2.93% 

Yana Investments 
Limited 89,069,204 5.41% 

Westpoint 
Nominees 
Limited 

43,064,819 2.61% 

Kahuho Holdings 
Limited 

67,602,884 4.10% 
Yana 
Investments 
Limited 

30,283,529 1.84% 

Rivel Kenya Limited 64,206,673 3.90% 
Kahuho 
Holdings 
Limited 

22,984,981 1.40% 

Makimwa 
Consultants Limited 

48,587,307 2.95% 
Rivel Kenya 
Limited 

21,830,269 1.33% 

Kestrel Capital 
Nominee Services 

Limited 

26,000,000 1.58% 
Makimwa 
Consultants 
Limited 

16,519,684 1.00% 

Others 428,896,355 26.02% Others 154,861,077 9.40% 

Total 1,647,519,532 100.00% Total 1,647,519,532 100.00% 

 

Key highlights include: 

• The total acceptances reached 1.3 bn shares, equivalent to 79.9% of NCBA's issued ordinary 
shares. This comprised 920.7 mn shares tendered under shareholders' pro rata entitlement, 
representing 55.9% of the issued shares, and a further 395.7 mn shares, equivalent to 24.0%, 
submitted through excess applications. 

• The offer was oversubscribed, with an effective subscription rate of 121.1% following shareholder 
acceptances above the targeted acquisition of 66.0% of NCBA's issued ordinary shares.  

• Nedbank is expected to acquire approximately 1.1 bn shares, representing the intended 66.0% 
controlling stake in NCBA, while the remaining 34.0% would continue to be held by other 
shareholders. 

• The transaction obtained most of the required regulatory approvals, with the remaining approvals 
expected by the end of the third quarter of 2026. Settlement would take place once all outstanding 
conditions have been fulfilled or waived. 

• NCBA would remain listed on the Nairobi Securities Exchange upon completion of the transaction, 
as the bank would continue to satisfy the minimum public shareholding requirements for listing. 

We expect the successful close of the offer period to pave the way for the transaction's completion once 
the remaining regulatory approvals are obtained, with implementation likely by the end of the third quarter 
of 2026. We also expect the transaction to reinforce the growing momentum in merger and acquisition 
activity within Kenya's banking sector, as strategic investors increasingly pursue acquisitions of established 
financial institutions to accelerate regional expansion. The transaction also comes at a time when Absa 
Group is pursuing an offer to increase its shareholding in Absa Bank Kenya, signaling renewed confidence 
by regional banking groups in Kenya's banking industry. We expect this trend to support further 
consolidation within the sector, strengthen competition through enhanced capitalization and operational 
efficiencies, and increase foreign strategic investment as institutions seek scale, broader regional footprints 
and improved shareholder value. 
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We maintain a “cautiously optimistic” short-term outlook supported primarily earnings-led attractive 
valuations, despite rising yields on short-term government papers, which increase competition for capital 
by drawing investors towards risk-free government securities, as well as heightened geopolitical risks 
such as Iran war that may weigh on investor sentiment, and, “neutral” in the long term as persistent 
foreign investor outflows continue to constrain market liquidity and limit broad-based market re-rating. 
With the market currently trading at a discount to its future growth (PEG Ratio at 0.9x), where 
performance will be driven by company-specific fundamentals rather than general market direction, we 
believe that investors should reposition towards value stocks exhibiting strong earnings growth, 
attractive dividend yields, solid balance sheets, sustainable competitive advantages and trading at 
compelling discounts to their intrinsic value. While foreign investor sell-offs are expected to continue 
exerting pressure in the near term, we believe this will create selective entry opportunities for long-term 
investors. 

 

Real Estate 

I. Industry Report 
a) KNBS Q2’2026 Construction Input Price Indices 

During the week, the Kenya National Bureau of Statistics released their Q2’2026 construction input price 
indices report that showed the cost of construction in Kenya increased significantly with a 5.7% rise in the 
Construction Input Price Index (CIPI) to 126.4 from 119.5 in Q1’2026, the highest quarterly increase since 
late 2022. The increase was largely driven by higher fuel, transport and construction material costs, 
alongside rising labour expenses. Prices of key inputs such as cement, concrete, asphalt, paints and 
electrical fittings all increased, while cement consumption also grew, indicating that developers continued 
with ongoing projects despite the higher construction costs. The chart below shows the Construction Input 
Price Indices from Q2’ 2022 to Q2’2026 

 

Meanwhile, the building cost indices increased by 5.3% to 126.1 in Q2’2026 from 119.8 in Q1’2026. The 
increase was driven by higher prices across major inputs such as fuel, construction materials and labour. 
The chart below shows the Building Cost Indices from Q1’ 2025 to Q2’2026. 
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https://www.knbs.or.ke/reports/construction-input-price-indices-for-second-quarter-2026/
https://www.knbs.or.ke/reports/construction-input-price-indices-for-second-quarter-2026/
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The increase in construction input costs is likely to place upward pressure on property development costs, 
potentially leading to higher prices for residential and commercial developments as developers seek to 
protect their margins. Rising building costs may also delay the launch of new projects or slow construction 
activity, particularly for cost-sensitive developments. However, the continued growth in cement 
consumption and building approvals suggests that demand for Real Estate remains resilient, supporting 
ongoing investment despite the challenging cost environment. 

 
II. Infrastructure Sector 
a) Upgrade of Nairobi-Western Bypass Road 

During the week, the Kenya National Highways Authority (KeNHA) announced plans to upgrade 25  new 
feeder roads connected to the 16.5 km Nairobi-Western Bypass in Kiambu County to bitumen standards, 
with the aim of improving accessibility and easing movement within the surrounding areas. The roads, 
which link key residential and commercial centres along the bypass, will enhance connectivity between the 
Western Bypass and local communities. The four-lane dual carriageway forms part of Nairobi's ring road 
network, connecting the Southern Bypass at Gitaru to the Northern Bypass in Ruaka through Wangige, 
Kihara and Ndenderu. It complements other major transport corridors, including the Southern, Northern 
and Eastern bypasses, as well as the Nairobi Expressway, all of which are intended to ease congestion and 
improve transport efficiency across the Nairobi Metropolitan Area. 

The continued expansion of road infrastructure is expected to have a positive impact on Kenya's Real Estate 
sector, particularly in Kiambu County and the wider Nairobi Metropolitan Area. Improved accessibility 
typically enhances the attractiveness of previously underserved locations, supporting higher demand for 
residential, commercial and mixed-use developments while increasing land values over time. Better 
transport links also reduce commuting times, making satellite towns more appealing to homebuyers, 
businesses and investors. As connectivity improves, developers are likely to accelerate projects along these 
transport corridors, reinforcing infrastructure development as a key driver of property market growth and 
long-term investment potential. 

b) Government Unveils New Plan to Upgrade Nairobi–Mombasa Highway to Four Lanes 

During the week, the government revised its plans for the Nairobi–Mombasa highway by opting to expand 
the existing 461.0 km A8 road into a minimum four-lane, access-controlled toll highway under a Public-
Private Partnership (PPP), replacing the earlier proposal to construct a new expressway. The government 
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https://www.businessdailyafrica.com/bd/economy/nairobi-western-bypass-set-for-25-new-feeder-roads-5531810
https://www.businessdailyafrica.com/bd/economy/kenya-drops-us-firm-plans-4-lane-nairobi-mombasa-road-5532758
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has already received bids for a transaction advisor who will review the project's technical and financial 
feasibility and guide the procurement of a private investor. 

The change follows the rejection of the proposal by US-based Everstrong Capital after the government 
identified weaknesses in its financial structure, technical capacity and overall viability. Authorities also cited 
the high cost of acquiring land for a new corridor, which could have increased toll charges, while the 
withdrawal of a key consortium partner further weakened the project's financial and technical standing. 
The government will instead upgrade the existing highway, reducing land acquisition costs, shortening 
implementation timelines and preserving local connectivity through service roads and interchanges. 

The expansion of the Nairobi–Mombasa highway is expected to positively impact the Real Estate sector by 
improving connectivity between key towns and economic hubs along the corridor. Better transport 
infrastructure is likely to increase demand for residential, commercial, industrial and logistics 
developments, while supporting higher land values and attracting private investment. Additionally, the use 
of the existing corridor reduces speculative land buying and displacement risks, promoting more 
sustainable property market growth in the long term. 

c) First Underground Railway line approval by Nairobi County connecting CBD to Eastlands 

During the week, Nairobi County approved the implementation framework for Phase I of the Nairobi 
Metropolitan Mass Rapid Transit System (NMRTS), paving the way for the city's first underground railway. 
The initial phase will run beneath the Central Business District (CBD) before extending to Eastlands, with 
the aim of easing traffic congestion, reducing travel times and improving connectivity through integrated 
transit terminals that link rail services, pedestrians and other modes of transport. Future phases are 
expected to extend the network to Westlands, Ngong Road and Lang'ata, creating a more comprehensive 
public transport system integrated with the Bus Rapid Transit (BRT) network. While the project has received 
county approval, details on its financing, implementation timeline and construction costs are yet to be 
disclosed, with public participation and stakeholder consultations expected before construction begins. 

The planned underground railway is expected to positively impact Nairobi's Real Estate sector by enhancing 
accessibility and connectivity across key residential and commercial locations. Improved transport 
infrastructure typically increases demand for developments located near transit stations, supporting higher 
property values and encouraging transit-oriented mixed-use projects. In addition, improved mobility is 
likely to attract more private investment, stimulate commercial activity and unlock development 
opportunities in areas that will benefit from the expanded transport network. 

III. Real Estate Investments Trusts  
a) REITs Weekly Performance 

On the Unquoted Securities Platform Acorn D-REIT and I-REIT traded at Kshs 29.6 and Kshs 23.8 per unit, 
respectively, as per the last updated data on 17th July 2026. The performance represented a 48.0% and 
18.8% gain for the D-REIT and I-REIT, respectively, from the Kshs 20.0 inception price. The volumes traded 
for the D-REIT and I-REIT came in at 13.5 mn and 43.3 mn shares, respectively. Additionally, ILAM Fahari I-
REIT traded at Kshs 13.8 per share as of 17th July 2026, representing a 31.0% loss from the Kshs 20.0 
inception price. The volume traded to date came in at 1.2 mn shares for the I-REIT, REITs offer various 
benefits, such as tax exemptions, diversified portfolios, and stable long-term profits. However, the ongoing 
decline in the performance of Kenyan REITs and the restructuring of their business portfolios are hindering 
significant previous investments. Additional general challenges include:  

i. Insufficient understanding of the investment instrument among investors leading to a slower 
uptake of REIT products,  

ii. Lengthy approval processes for REIT creation,  

https://kenyanwallstreet.com/nairobi-underground-railway-plans
https://www.nse.co.ke/dataservices/wp-content/uploads/Unquoted-Securities-Platform-Ibuka-Weekly-Summary_03-07-2026.pdf
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iii. High minimum capital requirements of Kshs 100.0 mn for REIT trustees compared to Kshs 10.0 mn 
for pension funds Trustees, essentially limiting the licensed REIT Trustee to banks only  

iv. The rigidity of choice between either a D-REIT or and I-REIT forces managers to form two REITs, 
rather than having one Hybrid REIT that can allocate between development and income earning 
properties 

v. Limiting the type of legal entity that can form a REIT to only a trust company, as opposed to 
allowing other entities such as partnerships, and companies, 

vi. We need to give time before REITS are required to list – they would be allowed to stay private for 
a few years before the requirement to list given that not all companies maybe comfortable with 
listing on day one, and,  

vii. Minimum subscription amounts or offer parcels set at Kshs 0.1 mn for D-REITs and Kshs 5.0 mn for 
restricted I-REITs. The significant capital requirements still make REITs relatively inaccessible to 
smaller retail investors compared to other investment vehicles like unit trusts or government 
bonds, all of which continue to limit the performance of Kenyan REITs. 

We expect the performance of Kenya's Real Estate sector to remain resilient, supported by several factors 
including: i) Upgrading of Nairobi-Western Bypass by setting 25 new feeder roads, ii) Upgrading Nairobi–
Mombasa Highway to Four Lanes, iii) Construction of Underground Railway line connecting CBD to 
Eastlands. However, challenges such the weak investor appetite in listed REITs like ILAM Fahari I-REIT 
and high capital requirements will continue to constrain the sector's optimal performance. 

Digital Payments: 

Digital Payments Weekly Highlights 

I. American Express Reports Strong Q2’2026 Earnings 

During the week, American Express reported its second-quarter 2026 financial results on July 24, beating 
Wall Street earnings expectations driven by resilient premium cardholder spending and growing card fee 
revenues. The card issuer posted diluted earnings per share (EPS) of USD 4.5 beating consensus estimates 
of USD 4.4 per share and posting a 11.0% increase from USD 4.1 per share in the same period last year, 
alongside total revenue of USD 19.6 bn. Management highlighted four consecutive quarters of double-digit 
revenue growth and maintained its full-year profit outlook while choosing to reinvest top-line 
outperformance back into long-term growth initiatives and customer acquisition. This report reinforces 
American Express's competitive positioning, demonstrating how a premium-focused, closed-loop network 
model allows the firm to sustain steady top-line momentum and manage credit risk efficiently in a shifting 
macroeconomic environment. 

II. Mastercard Enhances Virtual Card Platform & Unveils QuickBooks SME Card 

During the week, Mastercard Incorporated announced major enhancements to its enterprise payment 
ecosystem, upgrading its Mastercard In Control Virtual Card Number (VCN) platform while launching a new 
co-branded business credit card in partnership with Intuit QuickBooks. The upgraded VCN platform 
introduces issuer-enforced security guardrails, embedded payments connectivity, and single-API access 
designed to automate commercial B2B procurement and eliminate manual expense reconciliation. 
Simultaneously, the new QuickBooks credit card embeds spend management tools directly into Intuit's 
accounting software, enabling real-time bookkeeping, working capital visibility, and tailored cash-back 
rewards for small business owners. By standardizing commercial payment workflows and embedding 
financial tools directly into software platforms, Mastercard strengthens its B2B payment rails, driving 

https://www.investing.com/news/company-news/american-express-q2-2026-slides-premium-strategy-drives-growth-93CH-4812063
https://fxnewsgroup.com/forex-news/payments/mastercard-announces-enhancements-to-mastercard-in-control-platform/
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higher corporate spending volumes while locking in commercial relationships across both mid-market 
enterprises and small business networks. 

III. Circle Partners with Kakao Group and Toss Bank to Expand Asian Infrastructure 

During the week, stablecoin issuer Circle executed strategic partnerships with major South Korean 
technology platform Kakao Group and digital banking provider Toss Bank to advance blockchain payment 
systems across Asia. Under the Memorandums of Understanding (MOUs), Circle will collaborate with Kakao 
and Toss to integrate USD Coin (USDC) and Circle’s global payment networks into localized digital finance 
applications, evaluating onchain settlement efficiency, instant cross-border remittances, and mobile 
merchant acceptance. Circle explicitly noted that while it will support domestic bank-led won stablecoin 
initiatives through technology sharing, its primary focus remains expanding the global distribution and 
utility of USDC within compliant, high-volume Asian financial corridors. This expansion strategy allows 
Circle to deepen its international footprint, positioning USDC as core settlement infrastructure for Asia-
Pacific cross-border commerce. 

IV. Block’s Square Ecosystem Secures Enterprise Multi-Location Restaurant Expansion 

During the week, Block, Inc. announced a commercial expansion for its Square ecosystem, partnering with 
multi-unit restaurant operator Dimassi’s Mediterranean Buffet to deploy Square software and hardware 
across its 24-location footprint. The implementation leverages Square’s full-stack enterprise suite including 
point-of-sale hardware, kitchen display systems, automated inventory tracking, and centralized team 
management software to streamline operations and reduce guest checkout latency. This roll-out highlights 
Block’s success in moving upmarket from micro-merchants into multi-location food and beverage chains, 
driving higher Gross Payment Volume (GPV) and expanding recurring software subscription revenues for 
its square merchant division. 

V. Digital Payments Stock Performance 

The table below presents a snapshot of NYSE-listed digital payments stocks, covering Visa, Mastercard, 
American Express (AXP), Circle, Block and PayPal. 

 

Cytonn Report: Digital Payments NYSE stock perfomance 

Company Year Open 2026 Price 7/17/2026 Price 7/24/2027 w/w change YTD change P/E 

American Express 372.7 355.4 326.2 (8.2%) (12.5%) 25.4X 

Visa 346.5 358.6 355.7 (0.8%) 2.7% 17.9X 

Mastercard 563.1 543.6 539.7 (0.7%) (4.2%) 33.6X 

Circle 83.5 60.5 62.4 3.1% (25.3%) 34.3X 

Block 65.2 79.9 77.2 (3.5%) 18.4% 32.0X 

Paypal Holdings 58.1 56.6 56.2 (0.7%) (3.4%) 10.1X 

Average           25.5X 
 

 Source: Visa, AXP, Circle, Mastercard, Block and Paypal financials. NYSE 

The stocks are currently trading at an average P/E multiple of 25.5x, indicating that investors are pricing in 
strong future earnings growth and are prepared to pay a substantial premium for current earnings. This 
also suggests that valuations may be stretched relative to near-term fundamentals. 

https://www.crowdfundinsider.com/2026/07/293288-circle-partners-with-kakao-and-toss-bank-to-enable-stablecoin-payment-solutions-in-south-korea/
https://finance.yahoo.com/markets/stocks/articles/block-square-wins-multi-location-180916880.html
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We expect the global digital payments sector to continue evolving toward greater payment 
sovereignty, digital infrastructure modernization, and reduced reliance on traditional card-based 
payment networks as governments and financial institutions increasingly prioritize control over 
domestic payment ecosystems. Recent developments, particularly the European Central Bank’s 
progress toward launching the Digital Euro, signal a growing global shift toward central bank-
backed digital payment infrastructure aimed at enhancing financial resilience, improving 
transaction efficiency, and strengthening monetary independence in an increasingly digital 
economy. This trend is likely to accelerate competition between public-sector digital currencies and 
established private payment networks such as Visa Inc. and Mastercard Incorporated, while driving 
broader innovation across digital finance infrastructure. However, despite these favorable long-
term structural tailwinds, valuations within the sector remain relatively elevated, with the 
companies under coverage currently trading at an average P/E of 25.5x, suggesting that a 
significant portion of future growth expectations may already be priced in. As such, we expect near-
term performance to remain sensitive to regulatory developments, execution risk, and the pace at 
which both incumbents and emerging digital payment infrastructure providers adapt to the rapidly 
changing payments landscape. 

 

FOTW: Navigating Markets in an Era of Geopolitical Fragmentation 

This week, we turn our focus to Navigating Markets in an Era of Geopolitical Fragmentation. Geopolitical 
fragmentation is not simply the splitting of the global economy into competing blocs but a redistribution 
of economic risk and opportunity based on each actor's structural flexibility, where diversified, multi-
aligned players capture disproportionate advantage and single-dependency players absorb 
disproportionate cost. The global economic landscape is undergoing a structural shift away from integrated 
global supply chains toward fragmented trade blocs, heightened sanctions regimes and protectionist 
industrial policies. Driven by intensifying US-China strategic competition, ongoing regional conflicts 
especially in the Middle East and shifting national security priorities, fragmentation is reshaping 
international capital flows, trade corridors, and financial stability. For African and Kenyan investors, 
geopolitical fragmentation is reshaping the global distribution of economic risks and opportunities, with 
the predominant impact being higher trade costs, greater financial market volatility, and increased 
uncertainty. These dynamics are increasingly reflected in tariff schedules, Eurobond yields, the Shilling, and 
portfolio flows. The topical will therefore cover the following: 

i. Introduction 
ii. Overview of the Global Geopolitical Landscape 

iii. Drivers, mechanisms and key market transmissions of geopolitical fragmentation 
iv. Impact on Markets and Asset Classes 
v. Investment Risks and Opportunities 

vi. Recommendation and Conclusion  

Section I:  Introduction 

In the ever-evolving landscape of geopolitics, the world is at a pivotal juncture marked by structural shifts 
that redefine global dynamics. Over the past few years, the global investment landscape has undergone a 
profound shift as geopolitical fragmentation has moved from being a peripheral risk to a central force 
shaping markets. The long-held assumption that globalization would continue to deepen through open 
trade, integrated supply chains, cross-border capital flows and stable multilateral cooperation has been 
increasingly challenged by the rise of strategic rivalry, sanctions, export controls, industrial policy and 
persistent regional conflicts.  
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For market participants, the key issue is not only the presence of geopolitical shocks, but the fact that these 
shocks are becoming more persistent and more difficult to hedge. Unlike cyclical disruptions that fade as 
economic fundamentals reassert themselves, fragmentation tends to be cumulative: trade barriers harden, 
supply chains reconfigure, financing channels narrow and policy uncertainty becomes embedded in 
investment decisions. As a result, geopolitical developments now influence asset prices, corporate 
profitability, market liquidity, access to financing, and the cost of capital almost as rapidly as changes in 
monetary or fiscal policy, underscoring the growing importance of incorporating geopolitical risks into 
investment decision-making. 

Section II: Overview of the Global Geopolitical Landscape 

i. Key Developments Reshaping the Global Order 

The past two years have seen an acceleration of protectionist trade policy, most visibly through the series 
of tariff actions initiated by the United States since 2025. Tariff policy has shifted repeatedly through 2025 
and into 2026, beginning with emergency tariffs on Canada, Mexico, and China, before expanding into 
broad-based and sector-specific measures. The April 2025 "Liberation Day" announcement introduced a 
universal 10.0% baseline tariff alongside higher reciprocal tariffs, triggering significant global market 
volatility. Although some measures were temporarily eased through negotiations, particularly with China 
and key allies, tariffs increasingly became a tool of both economic and geopolitical strategy, targeting 
sectors such as automobiles, semiconductors, pharmaceuticals, and critical minerals. Ongoing legal 
challenges, bilateral trade negotiations, and evolving geopolitical priorities have continued to reshape the 
global tariff landscape into 2026, sustaining uncertainty for international trade and investment. 

Alongside tariffs, sanctions and export-control regimes have expanded well beyond their traditional focus 
on defense-related goods, reflecting the growing use of economic policy as a geopolitical tool. At the same 
time, artificial intelligence has emerged as a national security priority rather than merely a commercial 
technology, while the global energy transition has intensified competition for critical minerals amid China's 
dominance in clean technology supply chains. Additionally, major Global South economies, including India, 
Indonesia, and Brazil, have adopted increasingly strategic and multi-aligned foreign policies, positioning 
themselves as pivotal swing states rather than aligning exclusively with either Washington or Beijing. 

ii. Major Flashpoints Currently Driving Fragmentation 
a. US–China Strategic Competition - The latest US-China trade agreement marks a significant de-

escalation of tensions, featuring mutual concessions on tariffs, export controls and other 
restrictions, intended to last one year, with tariffs expected to stay at current levels through 2026 
in most analysts' baseline scenarios. The relationship nonetheless remains structurally adversarial, 
with a 2026 US-China Business Council survey of its American corporate members found 
investment intentions still tepid even as profitability improves, with only 49.0% of respondents 
planning to increase their investment in China; the Council's president noted that fragile US-China 
relations, alongside China's economic trajectory and entrenched tariffs, topped the list of 
challenges American companies cited for operating in the country in 2026.  

b. The Middle East Conflict - This has become, in the IMF's words, the "major new test" for the global 
economy in 2026. The war has triggered a downward revision to global growth. Under the IMF's 
April 2026 reference scenario with oil averaging USD 82.0/barrel, global growth slows to 3.1% in 
2026 and 3.3% in 2027. Under its adverse scenario of USD110.0/barrel, growth falls to 2.6%, while 
global inflation rises to 5.4%. 

c. Industrial Policy and Reshoring - Both the US and China continue to expand subsidy-driven 
industrial policy, semiconductors, critical minerals, and green technology, to reduce mutual 
dependence, reinforcing the broader shift toward regionalized rather than globalized supply 
chains. 

https://www.china-briefing.com/news/us-china-tariff-rates-2025/
https://www.mofo.com/resources/insights/251113-united-states-and-china-reach-trade-agreement
https://www.uschina.org/articles/member-survey-2026/
https://www.imf.org/-/media/files/publications/reo/mcd-cca/2026/english/keymessages.pdf
https://www.imf.org/-/media/files/publications/reo/mcd-cca/2026/english/keymessages.pdf
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d. Erosion of Multilateral Trade Preferences - The near-lapse of the US African Growth and 
Opportunity Act (AGOA) illustrates how even long-standing preferential trade frameworks are 
being drawn into the reciprocity-driven, transactional approach to trade policy that now 
characterizes US commercial diplomacy. 

Section III: Drivers, Mechanisms and Key Market Transmissions of Geopolitical Fragmentation 

i. Main Transmission Channels 

Fragmentation is transmitted into the real economy and financial markets through several interlinked 
channels: 

a. Trade restrictions and tariffs raise input costs, disrupt established supply chains and force 
firms to duplicate capacity across geopolitical blocs; a costly but increasingly common form of 
"de-risking." 

b. Export controls, particularly on semiconductors, rare earths and other strategic inputs, create 
bottlenecks that can idle downstream production and accelerate a race toward self-sufficiency 
in critical technologies. 

c. Sanctions regimes restrict access to global payment systems, freeze assets and cut off 
financing to targeted economies, with spillover effects on trade partners and financial 
counterparties well beyond the sanctioned country itself. 

d. Capital flow barriers, including investment screening regimes and outbound investment 
restrictions, are increasingly used to slow the transfer of sensitive technology and capital 
between blocs. 

ii. How Fragmentation Affects Markets 
a. Trade - Higher effective tariff rates and non-tariff barriers reduce trade volumes and redirect flows 

toward "friendly" trading partners, even where this raises costs, a phenomenon increasingly visible 
in reshoring and "connector country" trade growth. 

b. Inflation - Tariffs, supply disruptions and higher energy costs feed directly into consumer and 
producer prices. By July 2026, the IMF had lifted its inflation forecast to 4.7% for 2026, up from 
4.1 % in 2025, before easing to 3.9% in 2027, citing higher energy and food costs from the Middle 
East conflict. 

c. Currencies - Heightened uncertainty typically strengthens the US dollar as a safe haven even as US 
policy itself is a source of that uncertainty, while emerging market currencies bear the brunt of 
capital flight during risk-off episodes. 

d. Interest rates - Persistent inflation pressure from tariffs and energy costs complicates central bank 
easing cycles, keeping global financial conditions tighter for longer than would otherwise be the 
case. 

e. Commodity prices - Energy and precious metals are the most directly exposed asset classes, with 
oil tracking conflict risk and gold benefiting from safe-haven and de-dollarization demand. 

f. Investor sentiment - Elevated policy uncertainty compresses valuations, widens risk premia, and 
increases the correlation between geopolitical headlines and asset price volatility; a dynamic now 
tracked systematically through indices such as the geopolitical risk index cited in the IMF's own 
analytical work, which draws on a news-based measure of adverse geopolitical events averaged 
across major newspapers in Canada, the UK and the US. 

 

Section IV: Impact on Markets and Asset Classes 

Growth and Policy Backdrop: Multiple institutions, multilateral, sovereign and private, have been forced 
into a rapid succession of downward revisions to their 2026 outlooks as fragmentation and Middle East 
conflict risk have intensified, illustrating just how quickly forecasting has had to adjust to a fragmenting 

https://www.imf.org/-/media/files/publications/weo/2026/update/july/english/text.pdf


 24 

world. The table below shows the economic growth revisions of major institutions from a global, emerging 
markets, Sub-Saharan Africa and a Kenyan perspective. 

Cytonn Report: Revised Economic Growth Projections 

 Geography IMF World bank National Treasury 

  Earlier 
(Jan 

2026) 

Revised       
(June 2026) 

Earlier 
(Jan 

2026) 

Revised Earlier 
(Jan 2026) 

Revised 
(June 2026) 

1 Global 3.3%  3.0% 2.6% 2.5% - - 

2 Emerging Markets 4.2% 3.8% 4.0% 3.6% - - 

4 Sub-Saharan Africa 4.6% 4.3% 4.4% 4.1% - - 

5 Kenya 4.9% 4.5% 4.6% 4.3% 5.3% 5.0% 

Source: World bank, IMF, Kenya National Treasury 

The direction of the revisions is unanimous; every institution, across every geography, cut its 2026 growth 
forecast, with the Middle East conflict cited consistently as the driver. The size of the cuts does vary by 
level of aggregation: global forecasts moved the least, 0.1%–0.3% points, while Sub-Saharan Africa and 
Kenya-specific figures saw somewhat larger adjustments 0.3%–0.8% points, reflecting the region's greater 
exposure to energy import costs and currency pressure. 

The revisions also came in two phases. Forecasts issued in January–February 2026 were still largely 
optimistic, in some cases even revised upward on resilient private-sector activity and technology 
investment. The April–July 2026 forecasts reflect the actual escalation of the conflict and its longer-than-
expected duration, with rising fuel and fertilizer costs, higher shipping expenses, and tighter financial 
conditions cited as the common transmission channels across all three institutions. 

On Kenya specifically, the three institutions land in a relatively narrow band, 4.3% to 5.0%, with the 
National Treasury's figure at the upper end and the World Bank's at the lower end. This is a modest, 
expected spread reflecting each institution's own modelling approach and risk assumptions, rather than a 
fundamental disagreement about Kenya's trajectory: all three still project Kenya growing faster than the 
Sub-Saharan Africa regional average for 2026. 

Overall, the pattern points to a shared read across institutions: fragmentation-linked geopolitical shocks, 
in this case, an energy-price shock from the Middle East, are increasingly treated as a standard input into 
growth forecasting, prompting swift, coordinated downward revisions rather than a wait-and-see 
approach. 

Equities: Fragmentation shows up in equity markets first through volatility and turnover, before it ever 
reaches to the company earnings. Globally, the CBOE volatility index (VIX), Wall Street's "fear gauge", spent 
most of 2025 in the mid-teens, then surged 23.0% in a single session to 26.4 as the US-Iran conflict 
escalated in early March 2026, peaking near 35 before easing 13.5% just as fast once diplomatic off-ramps 
opened. Volatility rose roughly 27.0% from the start of the conflict through end-March, with each spike 
and retreat tracking a specific headline, turnover and price swings move first, fundamentals catch up later, 
if at all. 

This transmission is uneven across markets. South Africa's FTSE/JSE All Share fell 13.0% in March 2026 
alone, its worst month since 2008, as its roughly 25.0% weighting in precious metals and mining amplified 
the shock, with mining stocks down 27.0% during the conflict period. Concentrated, commodity-heavy 
indices like South Africa's absorb geopolitical shocks through sharp turnover and price swings; more 
diversified markets are comparatively insulated. 

https://markets.financialcontent.com/stocks/article/marketminute-2026-3-3-fear-returns-to-wall-street-vix-soars-to-2643-as-us-iran-conflict-ignites-geopolitical-firestorm
https://www.ssga.com/us/en/institutional/insights/mind-on-the-market-06-april-2026
https://afx.kwayisi.org/jse/
https://discoveryalert.com.au/gold-market-trends-2026-south-africa-stock-volatility/
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Kenya's NSE has largely sat on the insulated side, though not immune to swings. The exchange added Kshs 
817.2 bn in investor wealth in H1’2026, with June alone generating a record Kshs 350.5 bn, the largest 
monthly gain since at least 2008, and foreign investors recording their fourth straight June of net buying. 
Still, flows aren't one-directional: Foreign investors became net sellers for the second consecutive week 
with a net selling position of USD 7.5 mn, from a net selling position of USD 2.3 mn recorded the previous 
week, taking the YTD foreign net selling position to USD 85.7 mn, compared to a net selling position of USD 
92.9 mn recorded in 2025, underscoring that Kenya's turnover remains sensitive to global risk-off 
sentiment even on a positive trend. 

Two mechanisms drive this. First, dispersion by exposure: firms with global supply chains or import-heavy 
operations face higher costs and demand uncertainty, widening the trading gap against firms with local 
production and pricing power; visible in the JSE's mining-versus-broader-index split and the NSE's banking- 
and Safaricom-led rally. Second, the discount-rate effect: when investors expect repeated shocks, they 
raise risk premia on exposed sectors before earnings move at all, the mechanism behind the VIX repricing 
and South Africa's 27.0% mining swing despite limited actual disruption to output.  

Fixed income: Fragmentation is repricing sovereign debt directly, and the transmission is visible in three 
layers; global rates, EM/SSA spreads, and Kenya's own yield curve. 

Globally, the BIS's latest quarterly review notes that the volatility of US Treasuries edged up after the 
Middle East conflict began, even if it remained modest by historical standards, while long-term yields in 
Japan and Australia rose markedly. In the euro area, sovereign spreads over German bunds reversed their 
narrowing trend as rising oil and gas prices clouded the fiscal outlook. The conflict also repriced rate-cut 
expectations: US Fed cuts were pushed further out, while some advanced-economy central banks moved 
toward pricing in hikes instead. 

For SSA and frontier markets, the impact has been sharper at the margins. Ukraine's 10-year USD sovereign 
yield jumped to 16.1% by end of Q1 2026, up from 13.7% at end of 2025, as risk-off flows hit the most 
exposed credits. Kenya itself detracted 7.0bps from emerging-market debt index returns in Q1’2026, with 
its hard-currency Eurobonds pressured by both the conflict (as a net oil importer) and heavy new supply, a 
USD 2.25 bn dual-tranche issuance in February 2026 weighed on secondary-market prices across the curve. 
More broadly, Sub-Saharan Africa had opened 2026 with its strongest Eurobond run since 2013, nearly USD 
6.0 bn raised in weeks, led by Kenya, Côte d'Ivoire, Cameroon, Benin and Congo, but that momentum 
stalled as the war dampened investor appetite for the asset class as a whole. 

Domestically, government paper yields tell a two-part story. Rates fell steadily through 2025 and bottomed 
out in early April 2026, with the 91-day T-bill hitting a floor of 7.4% as the CBK delivered ten consecutive 
rate cuts. But since then, the war has driven yields firmly upward: the 91-day rose for five straight auctions 
to 8.3% by mid-May, crossed 8.0% for the first time in eight months, and by mid-June all three tenors were 
rising; 91-day at 8.8%, 182-day at 8.8%, 364-day at 8.9%,  before the 364-day breached 9.0% in July as a 
fragile US-Iran ceasefire collapsed and Brent jumped 12.8% to USD 86.8/barrel in a single week. The driver 
is consistent throughout: headline inflation climbed to 5.6% in April, then 6.7% in May, a two-year high, 
almost entirely on Middle East-linked fuel and transport costs, even as the CBK has twice held its policy 
rate at 8.75% rather than hike, citing war-related uncertainty. The result is a market pricing in more risk 
than the central bank is willing to validate. T-bill yields are rising largely on investor-driven repricing at 
auction, not policy tightening.  

Kenya's experience captures a different asymmetry than the general literature suggests; not insulation 
versus exposure, but a genuine divergence in direction. External, hard-currency financing (Eurobonds) has 
actually improved through the war, as Kenya's status as a net oil importer made it a relative beneficiary of 
falling global oil prices, with Eurobond returns outperforming the broader EM average. Domestic financing 
has moved the opposite way: government paper yields, having bottomed out just before the war began, 
have risen steadily since April 2026 as war-linked fuel and transport inflation pushed investors to demand 

https://kenyanwallstreet.com/nse-june-2026
https://www.bis.org/publ/qtrpdf/r_qt2603a.htm
https://www.ssga.com/us/en/institutional/insights/emerging-market-debt-commentary-q1-2026
https://www.ssga.com/us/en/institutional/insights/emerging-market-debt-commentary-q1-2026
https://www.cnbcafrica.com/2026/africas-eurobond-comeback-misses-the-real-question-debt-for-what
https://www.cnbcafrica.com/2026/africas-eurobond-comeback-misses-the-real-question-debt-for-what
https://kenyanwallstreet.com/treasury-bill-rates-inflation
https://www.businessdailyafrica.com/bd/markets/capital-markets/treasury-bill-rates-rise-above-9pc-as-us-renews-iran-strikes-5531868
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higher compensation at auction, even as the CBK has held its policy rate rather than validate that repricing. 
So rather than "wider spreads, weaker appetite, costlier refinancing" applying only externally, in Kenya's 
case it is the domestic leg of the balance sheet that is currently the more expensive one to finance, while 
the external leg has turned favorable; a reminder that fragmentation's transmission channels don't move 
in a single, predictable direction even within one sovereign's own debt stack.  

Currencies: Currencies are one of the clearest transmission channels of fragmentation because they react 
quickly to shifts in trade, capital flows, and risk appetite. Countries with high import dependence, weaker 
reserve buffers, or large external financing needs often face downward pressure on their currencies when 
geopolitical risk rises. Safe-haven currencies, in contrast, tend to benefit as investors move toward more 
liquid and politically insulated assets. 

The current environment is especially challenging for economies that depend on commodity imports or 
foreign currency debt. Currency weakness can quickly amplify inflation, raise debt service costs, and 
squeeze corporate margins, creating a second-round effect that spreads from foreign exchange markets 
into broader macroeconomic performance 

Commodities: Commodity markets remain highly sensitive to geopolitical fragmentation because conflicts, 
sanctions, export restrictions, and shipping disruptions can simultaneously affect food, fuel, fertilizers, 
metals, and industrial inputs. This has made commodity volatility more persistent and more systemic, 
particularly in a world where supply chains are already under pressure from rerouting and strategic 
stockpiling. 

Section V: Investment Risks and Opportunities 

i. Key Risks 
a. Policy uncertainty - Trade and tariff policy is now revised on a rolling basis, with even long-standing 

preferential frameworks like AGOA subject to short-term, one-year renewals rather than multi-
year certainty; raising planning costs for exporters and investors alike. 

b. Sanctions and export-control exposure - Firms and financial institutions with cross-border 
exposure to sanctioned counterparties or dual-use technology face compliance risk that is 
increasingly political rather than purely legal in nature. 

c. Supply disruption - Conflict-driven energy shocks, as seen with the Middle East war, can rapidly 
reprice input costs and freight routes, with second-round effects on inflation and central bank 
policy. 

d. Valuation volatility - Elevated public debt levels and fragile institutional credibility in several major 
economies leave both developed and emerging market assets vulnerable to sharp repricing on 
adverse geopolitical news. 

e. Currency and debt-servicing risk for dollar-indebted emerging markets - Kenya's own experience, 
where over half of external debt is dollar-denominated. This is illustrative of a broader EM 
vulnerability to dollar strength during risk-off episodes. 

ii. Emerging Opportunities 

Who is Already Benefiting from the Current Fragmentation 

a. Countries betting on "China+1" and nearshoring are the biggest winners. India leads the pack, 
pulling in foreign direct investments in electronics, pharma, and semiconductors while keeping its 
neutrality card active (buying discounted Russian oil, courting Western tech investment 
simultaneously). Vietnam has ridden manufacturing relocation harder than almost anyone, with 
electronics and textiles exports surging. Mexico is capturing the nearshoring wave as US firms 
shorten supply chains. Indonesia has turned nickel reserves into EV battery supply chain leverage, 
courted by Chinese and Western firms alike.  

https://allafrica.com/stories/202602040573.html
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b. The UAE, via route diversification - While Hormuz-dependent Gulf exporters (Qatar, Iraq, Kuwait) 
saw sharp downgrades, the UAE used a 380km pipeline bypassing the Strait entirely, running 
exports 74.0% above their prewar average through the Gulf of Oman since the war began, turning 
a regional chokepoint crisis into a competitive advantage for the one Gulf economy with pre-built 
alternative infrastructure. 

c. Russia is a partial beneficiary in a narrower sense: sanctioned but not isolated, it's found 
workaround buyers (India, China) for energy exports and expanded defense production, even as 
its economy pays a real cost. 

d. On the corporate side, the winners track directly with the state-level dynamics: defense and 
aerospace firms (record global military spending), semiconductor producers (subsidy races and 
chip nationalism), critical minerals and mining (lithium, cobalt, rare earths, nickel), cybersecurity 
firms, and logistics/shipping companies with diversified networks. 

Most Sub-Saharan African economies, despite a few bright spots like DRC, Zambia, and Namibia 
benefiting from critical mineral investment, have mostly absorbed the downside of fragmentation: 
higher import costs, tighter financing, currency volatility, and commodity shock exposure, without the 
diversified trade or investment base needed to arbitrage the split. 

Scenarios for others to benefit 

a. Further bloc-realignment and reshoring beneficiaries. As US and Chinese firms continue 
duplicating capacity across blocs rather than consolidating it, third countries positioned as neutral 
manufacturing or assembly hubs, with credible institutions and existing trade infrastructure, stand 
to capture new investment that would previously have concentrated in either the US or China 
directly. 

b. A durable Middle East ceasefire scenario. A truce had briefly held after the US-Iran ceasefire, with 
Hormuz partially reopening and Brent falling to around USD 72.0–73.0/barrel by late June. That 
truce has since collapsed: renewed US-Iran airstrikes in July re-closed the Strait, and Brent jumped 
12.8% in a single week to USD 86.8/barrel. Two forward scenarios follow from here. If a durable 
ceasefire is subsequently re-established and Hormuz shipping normalizes on the IMF's assumed 
timeline (prewar conditions by March 2027), oil-importing frontier economies including Kenya 
would likely see a wave of benefit: renewed Eurobond outperformance, easing fuel-driven 
inflation, and room for the CBK to resume cutting rather than holding. If instead the conflict 
remains unresolved or escalates further, Kenya faces the opposite of its June windfall, a reversal 
back toward higher T-bill yields, imported inflation, and pressure on the current account, as 
already visible in July's yield moves. 

c. Escalation scenario, selectively. Even a renewed escalation would not be uniformly negative: 
gold's safe-haven bid would likely extend further, benefiting holders and producers, and any Gulf 
economy with Hormuz-independent export infrastructure (as the UAE has demonstrated) would 
be positioned to gain market share from peers unable to reroute. 

d. AGOA-adjacent diversification. Regardless of AGOA's post-2026 fate, Kenya's parallel trade-
diversification strategy, extending to China and potentially other markets, means the country is 
building durable, non-AGOA-dependent trade relationships now. If USTR's move toward a more 
reciprocal, less preferential AGOA framework materializes, economies that diversified early would 
be better positioned than those that waited for renewal certainty. 

Section VI: Recommendation and Conclusion 

Geopolitical fragmentation is no longer a tail risk to be modeled separately from the base case, it is now a 
structural feature of the global investment environment, actively shaping IMF, World Bank and other 
international firms and agencies growth forecasts, tariff schedules, currency dynamics and commodity 

https://www.thenationalnews.com/business/economy/2026/07/08/imf-sharply-lowers-middle-east-2026-growth-forecast-on-strait-of-hormuz-closure/
https://www.businessdailyafrica.com/bd/markets/capital-markets/treasury-bill-rates-rise-above-9pc-as-us-renews-iran-strikes-5531868
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markets in near real time. For global investors, the practical implication is to build portfolios that can 
withstand rapid repricing around conflict and policy headlines: diversifying across geographies and blocs, 
maintaining measured strategic exposure to traditional hedges such as gold, and closely tracking sovereign 
debt sustainability metrics in dollar-indebted markets. 

For African and Kenyan investors specifically, the picture is more nuanced than "fragmentation as risk." 
Kenya's experience through 2025–26; a stable shilling, record forex reserves, an improving Eurobond 
profile, and one of the best-performing stock markets globally in the first half of 2026, demonstrates that 
credible macroeconomic management and diversified trade relationships can allow a frontier market to 
weather external shocks better than its historical volatility would suggest. At the same time, unresolved 
questions around AGOA's long-term status, elevated dollar-denominated debt, and continued exposure to 
global energy and food price shocks mean the risks of fragmentation remain real and unevenly distributed. 

Ultimately, the era of geopolitical fragmentation rewards investors and policymakers who actively diversify 
trade and financing relationships, build fiscal and reserve buffers ahead of shocks rather than in response 
to them, and treat geopolitical risk monitoring as a core, ongoing input into asset allocation rather than an 
occasional overlay. Markets that combine credible domestic policy with strategic external hedging are best 
positioned to convert a fragmenting global order from a source of vulnerability into a source of relative 
opportunity. 

Disclaimer: The views expressed in this publication are those of the writers where particulars are not 
warranted. This publication, which is in compliance with Section 2 of the Capital Markets Authority Act Cap 
485A, is meant for general information only and is not a warranty, representation, advice or solicitation of 
any nature. Readers are advised in all circumstances to seek the advice of a registered investment advisor. 

 

 


