COOPERATIVE BANK OF KENYA
GROUPFINANCIAL RESULTS
ANALYST BRIEFING

HALF YEAR 2019

23 AUGUST 2019



MACRO ECONOMIC
HIGHLIGHTS



ECONOMIGGROWTH

A Economicgrowth deceleratedto 5.6% in the first quarter of
2019 compared to 6.5% recorded in the first quarter of
2018. Most of the sectors registered slowed growth which
points to a generaleconomy-wide weakness

A wholesale, retail , trade, ICT, transportation and tourism
recorded higher growth

A We expecttourist arrivals to increase as we move into the
peak season of August to December This will further
cushionthe KESexchangerate.

A Looking into the second half of 2019, economic growth is
likely to be held back at the current range of 5% to 6% by
low private sector credit growth, high food prices and low
export earningsfrom agricultural exports due to the current
dry spell.
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SHORTTERM INTERESTRATES

A The money market remained fairly stablein 1H 2019. Interest Rates Market
A The yields on short term government paper have not . 12
significantly moved during the year. Interest rate on 91-
days, 182-days and 364-days Treasury bills were 6.7%,
75% and 8.8%, respectively at the close of 2Q2019 : " -%:"[I’ﬂv
comparedto 7.7%, 9.6% and 10.5%, respectively for 2Q

2018.
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A The average interbank rate also fell to 3.5% in the 4 4 interbank
1H2019 comparedto 5.3% in 1H2018 indicating higher Rate
liquidity in the banking sector. 2 5

e Central
Bank Rate

A The MPC has retained CBRat 9.0% in 2019. CBRhad 0 | o
been 10% from September2016 to 19" March 2018 S N O Y B I I I
when it was revised to 9.5%, then to 9% on 30t July F &Y
2018.



INFLATION RATE

Alnflation rate remained fairly stablein 1H2019 at 5.2% on averagecomparedto 4.2% in a similar period last year. It
however roseto 6.3% in the month of July.

AFoodinflation rose from 2.4 % in 1H2018 to 4.5% in 1H2019 on accountof increasedfood prices due to the delayed
and below-normal long rains in March.

AOverall inflation is expectedto pick up slightly in Quarter 3 due to an increasein cerealsand flour prices. However,
this should fall in Quarter 4 following the harvest seasonin Rift Valley and Western Kenya

AThelevel of coreinflation hasremainedworryingly low, indicating lack of demandpressurein the economy
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KESEXCHANGHRATE

A The KES currency has remained fairly
stable between Januaryand June

A However, since Mid-July, the currency
has been on a marginal depreciation
againstthe USD

A As at close of July, the currency had
weakenedto arate of 104.2 to the dollar
comparedto 101 in January2019.

A The Current Account Deficit has
narrowed down to 4.2% in June2019.
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PRIVATE SECTOR CREDIT GROWTH

A Private sector credit growth is still low. It grew at 5.2% in the 12 months to Jur019 up from 4.3% recorded in
June 2018

A Most of the lending was to households, manufacturing and trade.
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regulation of CBR+ 4%.
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SOUTHSUDAN

A

The peace agreement signed in September 2018 has improved the prospects for lasting
peaceand economicrecovery.

The cessationof hostilities last year hasalready enabledthe reopening of somedamagedoill
wells, which pushedup daily oil production (export) by about 20% in the first half of 2019.

Inflation has gradually declined to average below 40% in 2019 from a peak of 550% in
September2016.

The Governmenthasmadessignificant progresson removal of domesticfuel subsidies

South SudanGovernmenthas made efforts to reverse fiscal dominance by reducing central
bank budgetary financing, which contributed to lowering inflation .

A sustainable medium-term outlook will however, require a combination of sustained
iImprovements in the political and security situation, budgetary discipline, and enhancedoill
revenue management



STRATEGIC FOCUS



Our Strategic Focus
p U Optimal returns
OUR S+HAREHOLD = 0 Sustainability/ Marketshare growth

OUR CUSTOMERS U Customer centricity
U Digitized customer journeys

U Employer of choice
U Staff productivity

OUR
STAKEHOLDERS

OUR STAFF

U Operational efficiency

U Proactive Risk management
OUR ENTERPRISE U Optimal digital strategy
—
U Responsible Corporate Citizen
THE COMMUNITY U Sustainable Economic, Social &

Environmental Impact
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Co-operative Bank of Kenya Group Structure
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8.2 Million
Customers

Our Presence

Kshs. 429.6B
Total Assets

4541 Staff

156 Branches

4.6 Milllon + mcoop cash mobile
banking

12000+ coop kwa Jirani Agents
585 ATMs

S/K+ CoopNet- Internet Banking
464 sacco Front OfficesBranch network

16K Diaspora Banking Customers
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