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1.0 Overview of the Economic Performance 

Kenya's economy is estimated to have expanded by 5.5 per cent during the third quarter of 

2014 compared to a revised growth of 6.2 per cent in the same period of 2013 (see Figure 1 

and Tables 1 and 2 for details). The growth was mainly supported by strong expansions of 

activities in construction; finance and insurance; wholesale and retail trade; information and 

communication; and agriculture and forestry. All the sectors of the economy recorded 

positive growths except accommodation and food services (hotels and restaurants) which has 

consistently been on the decline since last year.  

 

During the quarter, most of the macroeconomic indicators remained relatively stable. The 

Kenya Shilling exchanged at an average of 88.3 against the US dollar compared to KSh 87.3 

recorded in 2013. Similarly, the Shilling was stable against the Euro, Uganda and Tanzania 

Shillings but appreciated significantly against the Yen and South African Rand. On the other 

hand, the Kenya Shilling depreciated considerably against the Sterling Pound to exchange at 

an average of KSh 148.6 compared from an average of KSh 135.3 during the same quarter of 

2013. During the quarter under review, inflation averaged at 7.54 per cent, which was slightly 

higher than the Central Bank's target of between 2.5 to 7.5 per cent, in comparison to an  

average of 6.99 per cent during a similar quarter last year. The rise in inflation was mainly on 

account of increase in prices of food and beverage and transport costs in the months of July 

and August. However, inflation eased downwards during the month of September.  During 

the review period, transport charges went up despite the fall in the international oil prices. 

Average Murban ADNOC crude oil prices (US$/barrel) decreased by 6.4 per cent during the 

review quarter compared to the same quarter of 2013.  

 

The Central Bank Rate (CBR) was maintained at 8.50 per cent throughout the third quarter of 

2014. The weighted average interest rates for commercial bank loans and advances averaged 

at 16.40 per cent during the quarter compared to 16.95 per cent during a similar period in 

2013. The marginal decline was despite the introduction of Kenya Banks’ Reference Rate 

(KBRR) in early July 2014, which was expected to significantly bring down the cost of 

borrowing. The KBRR was initially set at 9.13 per cent and replaced the base lending rate, 

which commercial banks previously used to price their loans and advances. Activities in the 

Nairobi Securities Exchange were on an upward trend with the value of shares transacted 

averaging at KSh 16.6 billion during the quarter compared to Ksh 14.0 billion during the 
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same period of 2013. The NSE 20 share index rose to an average of 5,100 from 4,760 over 

the same period. The overall balance of payments position worsened from a surplus of KSh 

17,498 million in the third quarter of 2013 to a deficit of KSh 77,480 million in the third 

quarter of 2014. 

 

 

 

2.0 Sectoral Analysis  

Agriculture and Forestry 

The sector grew by to 6.2 per cent in third quarter 2014 compared to a growth of 5.8 per cent 

in 2013. Notable improvements were recorded in the production of fruits and cut flowers 

whose value of exports increased significantly during the quarter under review compared to 

2013. During the quarter the volume of tea produced increased by 6.4 per cent from 85.4 

thousand metric tonnes in 2013 to 90.9 thousand metric tonnes on account of favourable 

rainfall. Coffee sales also increased significantly during the review quarter. 

 

Manufacturing 

The sector is estimated to have expanded by 4.5 per cent during the reviewed quarter. The 

growth was mainly supported by significant expansions in assembly of motor vehicles, 

production of soft drinks, processing of maize meal and production of cement which 

expanded by 41.3, 10.8, 10.3 and 7.8 per cent, respectively. Manufacture of galvanized sheets 

and sugar products contracted by 11.1 and 10.0 per cent compared to the same period in 

2013. 
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Transport  

The transport sector recorded an improved growth of 4.0 per cent in the third quarter 2014 

compared to 2.7 per cent in third quarter 2013. The sector's acceleration in growth was 

attributed to increased demand for transportation of cargo as trade activities expanded as well 

as a general increase in commuter services. The demand for diesel grew as reflected in the 

consumption which stood at 449.3 thousand tonnes in the third quarter 2014 compared to 

430.4 thousand tonnes in same quarter in 2013. 

 

Accommodation and Restaurants 

The accommodation and restaurants service activity recorded a deeper contraction in its third 

quarter growth at 14.6 per cent compared to a contraction of 3.9 per cent during the same 

quarter of 2013. The contraction is attributable to both internal and external factors including 

insecurity concerns, negative travel advisories by some key tourist source countries and the 

perceived health risks in Kenya due to the country’s geopolitical location and connectivity 

with West Africa. This resulted to an estimated drop, in beds occupancy, of sixty per cent in 

coastal beach hotels and twenty eight per cent in Nairobi high class hotels. 

 

Construction 

During the quarter under review, construction recorded a growth of 11.0 per cent compared to 

a growth of 8.6 per cent in a similar quarter in 2013. The sector's resilience has been on 

account of sustained development of the real estate by the private sector and infrastructure 

development by the public sector. The growth in the sector was reflected in cement 

consumption which expanded by 11.1 per cent during the review period. 

 

Information and Communication 

The sector recorded a growth of 6.6 per cent in third quarter of 2014 compared to a growth of 

14.0 per cent in same quarter of 2013. The growth in the sector is attributable to increased 

uptake of information services, notably usage of data services and stability in the growth of 

voice services. These are due to improvements in quality and pricing of the services. 

 

Financial Intermediation 

The sector recorded an improved growth of 9.9 per cent during the period under review 

compared to 8.3 per cent growth in the same quarter of 2013. Domestic credit grew by 6.3 per 
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cent over the third quarter of 2014 compared to a growth of 4.8 per cent in the same quarter 

of 2013.Net foreign assets decreased from KSh 529 billion in June 2014 to KSh 446 billion in 

September 2014, a drop of 21.0 per cent, compared to an increase of 3.2 per cent recorded 

over a similar period in 2013. Overall domestic credit grew by 3.7 per cent to KSh 2,110.0 

billion  in the review period compared to an increase of 5.2 per cent over the same period in 

2013. Broad money supply grew by 4.7 per cent to KSh 2,251.8 billion in September 2014 

compared to a growth of 3.6 per cent recorded in a similar period in 2013. 

 

Figure 2 shows the trend of various interest rates from January 2013 to September 2014. 

During the third quarter of 2014, the average interest rate on 91-day treasury bills stood at 

8.40 per cent, compared to an average of 9.58 per cent rate recorded in a similar period in 

2013. The overdraft and maximum lending interest rates dropped from an average of 16.4 and 

16.9 per cent to 15.8 and 16.0 per cent, respectively, over the same period. The interbank rate 

dropped marginally from an average of 7.8 per cent to 7.4 per cent, while the average savings 

deposit rate dropped from 1.6 per cent to 1.5 per cent in the review period. 

 

Figure 2: Monthly Movements in Interest Rates,January 2013 – September 2014 

 

 
 

 

Figure 3 presents the trend in 20 share index for the review period. Activity in the Nairobi 

securities market was bullish with the 20 share index rising from 4885 points in June 2014 to 

5256 points in September 2014. The growth in the third quarter of 2014 was 7.6 per cent 

compared to 4.2 per cent achieved in a similar period in 2013. 
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Figure 3: NSE 20 share Index trend for the period January 2013- October 2014 

 

 

 

 

 

3.0 Balance of Payments 
 

Merchandise trade deficit widened by 37.3 per cent to KSh 319,159 million in the third 

quarter of 2014 from KSh 232,531 million in the same quarter of 2013 as shown in Table 5. 

The import bill increased relatively faster by 27.1 per cent compared to total exports which 

increased by 8.0 per cent in the review period. The expansion in the import bill was mainly 

due to increases in the value of imports of machinery and transport equipment; manufactured 

goods, and fuel products.   

 

The overall balance of payments position worsened from a surplus of KSh 17,498 million in 

the third quarter of 2013 to a deficit of KSh 77,480 million in the third quarter of 2014. The 

deterioration of overall balance of payments position was on account of depletion of foreign 

exchange reserves which were used to service Government debt which included the USD 600 

million syndicated loan contracted in June 2012. Further, the depletion of the foreign 

exchange reserves could be attributed to the CBK’s intervention through sale of foreign 

exchange to commercial banks to stabilize the Shilling. The high surplus of KSh 165,822 

million recorded in the second quarter of 2014 was mainly from the Euro bond proceeds 

received in June 2014. 

 
The deficit in the current account more than doubled from KSh 107,657 million in the third 

quarter of 2013 to KSh 221,154 million in the third quarter of 2014, as shown in Table 4. 
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International trade in services registered a surplus of KSh 45,816 million in the quarter under 

review down from a surplus of KSh 59,199 million recorded in a similar period of 2013. The 

deterioration in the current account could mainly be attributed to the widened merchandise 

trade deficit coupled with the decline in the services account surplus. Inflows from current 

transfers grew by 25.8 per cent to KSh 86,454 million in the quarter under review from KSh 

68,733 million in the corresponding quarter of 2013. Remittance inflows from the diaspora 

increased by 44.2 per cent, from KSh 22,849 million in the third quarter of 2013 to KSh 

32,941 million in the quarter under review. Net inflows in the capital and financial account 

amounted to a surplus of KSh 164,252 million in the third quarter of 2014 from a surplus of 

KSh 74,930 million in the corresponding period of 2013. Gross reserves increased by 20.9 

per cent from KSh 689,598 million in the third quarter of 2013 to KSh 833,506 million in the 

third quarter of 2014. 
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Table 1: Gross Domestic Product by Activity 
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Table 1: Gross Domestic Product by Activity cont'd 
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Table 2: Gross Domestic Product by Activity 

 
  



Kenya National Bureau of Statistics–Third Quarter 2014 GDP Release 

 

 

11 

Table 2: Gross Domestic Product by Activity cont'd 
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Table 3: GDP Growth Rates 
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Table 3: GDP Growth Rates cont'd 



  

 



  

 


