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6 May 2026
Markets in wait-and-see mode as interest rates tick up

The equities market saw a partial recovery in April, with the NASI gaining 5.4% M-0o-M, recouping some
of the losses recorded in the prior month. Despite caution stemming from the ongoing Middle East
conflict, a few large-caps registered gains. Safaricom rose 8.0% M-o-M, while Equity Group and Co-op
Bank gained 6.8% and 15.9% M-0-M, respectively, providing support to the index.

Across the small-caps, Kenya Airways emerged as the top gainer (+32.0% M-o-M) largely driven by
speculative activity, followed by BOC Kenya (+24.0%). On the other hand, Flame Tree (-17.0% M-0-M)
and Kenya Orchards (-8.0%) ranked among the laggards during the month.

On the macro front, inflation remained the key watchpoint for investors, with the April print accelerating
to 5.6% (from 4.4% in March) driven by higher energy and food prices. The increase in global oil prices
(up ¢.100% YTD), with Brent Crude trading above USD100/Bbl amid ongoing geopolitical tensions points
to sustained upside risks to domestic inflation in the coming months.

Against this backdrop, real returns contfinue to compress, prompting a repricing at the short end of the
curve. With higher inflation expectations, the 91-day T-bill yield has risen to an eight-month high of 8.0%,
signaling a shift in investor preference towards short-term papers amid a more cautious view on the
interest rate trajectory.

Our view: While equities market appeared out of favor in April, we expect activity to pick up in May,
supported by earnings seasons. Safaricom is sef to release FY26 results (7th May 2026) with
management guiding for consolidated EBIT in the range of KES144-150bn, which should provide
direction for the broader market. Furthermore, Kenya banks are expected to release 1Q26 earnings in
May and we anfticipate modest growth supported by a pickup in private sector credit, which grew 8%
Y-0-Y by March 2026.
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May 2026 stock picks

Banking

ABSA 28.25 23.62 -16.39% 2.05 7.26% SELL
BK Group 54.50 46.80 -14.13% 4.70 8.62% SELL
COOP 29.25 32.61 11.49% 2.50 8.55% BUY
DTB 145.50 168.12 15.55% 9.00 6.19% BUY
Equity 74.50 90.81 21.89% 5.75 7.72% BUY
1&M 49.55 49.20 (0.71%) 3.75 7.57% HOLD
KCB* 67.50 109.91 62.83% 4.00 5.93% BUY
Stanbic 286.50 246.03 -14.13% 22.35 7.80% SELL
StanChart 327.50 312.00 (4.73%) 31.00 9.47% HOLD
Telecommunication

Safaricom 29.90 34.40 15.05% 1.20 4.01% BUY
Manvufacturing & Allied

BAT Kenya 573.00 493.57 -13.86% 60.00 10.47% HOLD
BOC Kenya 149.50 120.46 -19.42% 6.15 4.11% HOLD
Carbacid 29.45 27.15 -7.81% 1.70 5.77% HOLD
EABL 241.50 281.78 16.68% 8.00 3.31% HOLD
Agricultural

Kakuzi 420.50 438.41 4.26% 9.00 2.14% HOLD
Sasini 26.10 18.10 (30.65%) 1.50 5.75% SELL

*Current share price: Closing price 5th May 2026. KCB (Trailing dividend excl. FY25 special dividend of KES3.00/share)

*BUY - Total expected 12-month return (incl. dividends) greater than 15%
*HOLD - Total expected 12-month return (incl. dividends) between 0%- 15%
*SELL — Total expected 12-month return (incl. dividends) less than 0%

Our target prices are based on fundamental analysis. The recent market sell-off has pushed prices below fair values presenting a clear accumulation opportunity.
For stocks rated HOLD, we recommend that investors consult with their financial advisors to evaluate their individual investment goals.

Depending on their risk appetite and return expectations, clients may consider holding their positions or realizing gains where appropriate.

**Note: We are in the process of reviewing our models post FY25 results.

Source: NSE, NCBA IB Research
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Equities markets review

Global equities

In April 2024, global equity markets rebounded, recovering part of the losses recorded in the previous
month, with the MSCI World Index gaining 8.1% M-o-M. Across developed markets, the S&P 500 gained
10.4% M-0-M, supported by 1Q26 bank earnings and increased capex guidance from technology
companies, particularly around Al infrastructure, despite lingering geopolitical concerns. In Europe, the
MSCI Europe Index rose 3.0% M-o-M, driven by energy sector players (Shell and BP) amid rising oil
prices. Meanwhile, emerging markets outperformed, with the MSCI Emerging Markets Index gaining
15.8% M-0-M, driven largely by North Asia stocks. Frontier markets also posted gains, with the MSCI
Frontfier Markets Index up 5.2% M-o-M.
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Regional equities

Across Sub-Saharan Africa, equity market performance was mixed in April, although most markets
recovered losses recorded in the prior month. Nigeria (+20.6% M-0-M, in local currency) outperformed,
supported by strong FY25 banking earnings, aftractive dividend declarations, and the announcement
by FTSE Russell to reclassify Nigeria to frontier market status effective September 2026.

Elsewhere, Ghana (+15.6% M-o-M) and Egypt (+12.5% M-0-M) also posted strong gains. In East Africa,
performance was more muted, with indices largely flat - Tanzania Share Index rising 1.8% M-o-M and
Rwanda All Share Index up 1.9% M-o-M.
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Regional Markets Performance YTD (LCY)
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Local market performance

In Kenya, the NASI closed the month higher, recouping some of the losses recorded in the prior month.
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NSE stock performance

Top Gainers - April 2026 Top Decliners - April 2026
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Source; Bloomberg, NCBA IB Research

Macro Highlights

Currency: The Kenyan Shilling appreciated modestly against the US dollar, gaining 0.5% M-0-M.
Continued intervention by the Central Bank of Kenya has helped anchor the currency and contain
excess volatility. However, FX reserves declined by 3.2% M-o-M to USD13.2bn, equivalent to 5.6 months
of import cover, indicating some drawdown in buffers to support currency stability.

Currency Performance

Period USD/KES GBP/KES EURO/KES
Apr-26 129.19 17413 150.99
Year to date 0.11% 0.10% (0.49%)

Source: CBK, NCBA IB Research

Inflation: Headline inflation increased 1o 5.6% Y-o-Y in April 2026, from 4.4% in March on higher food
and fransport costs. Food inflation rose by 8.8% Y-o-Y while Transport was up 10% Y-o-Y on higher
pump prices. The Consumer Price Index (CPI) increased by 143bps on a month-on-month basis to
152.15. Inflation risks remain skewed to the upside driven by energy pass-through effects from the

Middle East conflict.

Statistic Apr-26 Mar-26 Change (bps)
Inflation 5.60% 4.40% 120.00
CPI 152.15 150.00 143.33

Source: CBK, NCBA IB Research
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Liguidity conditions: Liquidity conditions declined marginally with the overnight rate rising by 5bps
m/m, while the average funds dropped to KES 11.3bn from KES 12.9bn in March.

Statistic ‘ Apr-26 ‘ Mar-26 Change (bps)
Average Kesonia Rate 8.75% 8.70% 5.00
Average Volume 11.34 12.96 (2.62)

Source: CBK, KNBS, NCBA IB Research

Interest rates: Short-term rates reversed their downward trend, particularly on the 91-day and 182-
day papers. The 21-day T-bill recorded the highest jump, rising by 33bps M-o-M, as higher inflation
expectations continued to drive a repricing in yields.

Prevailing rates - - M/M change (bps)
91 Day 7.78% 7.45% 33.0
182 Day 7.89% 7.83% 5.80
364 Day 8.27% 8.29% (1.50)

Source: CBK, KNBS, NCBA IB Research

Yields on longer-dated government securities showed a mixed performance across maturities, with
medium-term papers experiencing an upward shift while longer-dated instruments remained relatively
stable. Looking ahead, we expect a gradual increase in rates in the medium term, driven by rising fiscal
pressures linked to budget financing needs and higher inflation expectations as investors continue to

reprice risk.
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What's shaping Kenya's markets in 20267

Kenya's GDP:

Growth outlook revised: Several insfitutions have revised down Kenya's 2026 growth outlook
amid heightened geopolitical uncertainty stemming from the ongoing Middle East conflict. The
downgrade reflects expected pressures from higher inflation, as well as potential disruptions to
global trade and supply chains. The Cenfral Bank of Kenya has lowered its GDP growth forecast
from 5.5% to 5.2%, while the World Bank has revised its 2026 forecasts down from 4.9% to 4.4%.

2025 GDP: Kenya's GDP growth for 2025 came in at 4.6%, a slight moderation from 4.7% in 2024,
according to KNBS. The deceleratfion was driven by weaker activity in 4Q25, where growth
slowed to 4.2% from 5.6% in 4Q24. This slowdown largely reflects the adverse impact of below-
average short rains between October and December, which weighed on agricultural output.
Specifically, tea production declined by 8.0% while cane deliveries dropped by 24.7%.

Improving credit profile:

Moody'’s: Upgraded Kenya's long-term foreign and local currency sovereign credit rafing fo B3
from Caal with a Stable ouflook reflecting reduced near-term default risk and improved
external liquidity and market access.

S&P Global Ratings: Kenya's long-term sovereign credit rating stands at B (upgraded from B- in
August 2025) with a Stable outlook, supported by stronger reserves and easing liquidity pressures.
Fitch Ratings: B- with a Stable outlook - affirmed most recently in January 2026, with the agency
noting continued repayment record and improved foreign exchange reserves, though fiscal
pressures remain a constraint.

What's shaping Global markets in 20267

Middle East conflict - Energy shocks.

Recent ceasefire talks between the US and Iran have provided temporary relief to markets, easing

immediate fears of a broader regional escalation. However, tensions remain elevated, with uncertainty

over the durability of the tfruce and intermittent flare-ups continuing to keep risk premiums elevated. QOil

markets have responded with heightened volatility. Shipping activity through key routes such as the

Strait of Hormuz remain sensitive, with insurers maintaining elevated risk premiums and some rerouting

of vessels still in place.

On the policy front, major central banks have largely adopted a cautious stance, with several pausing
rate-cutting cycles amid renewed energy-driven inflation risks. This reinforces the view that monetary
policy will remain data-dependent, with policymakers balancing fragile growth against upside inflation
pressures stemming from energy volatfility.



7"‘7 NCBA

1. General Disclaimer
This research report (Report) has been prepared by NCBA Investment Bank (NCBA-IB) and contains detailed

industry analyses, statistics and forecasts exclusively for informational purposes and is intended solely for the use of
NCBA-IB clients and may not be distributed, published, or reproduced, in whole or in part, nor may its contents be
disclosed to any other party without the express written consent of NCBA-IB. While this Report contains analyses
and insights aimed at assisting customers in making investment decisions regarding various securities, it does not
constitute an offer, solicitation, or recommendation to buy or sell any securities, and it is not infended to provide
the basis for any evaluation of the securities discussed herein. NCBA-IB expressly disclaims any responsibility for errors
and omissions in this Report. The Information set forth in this Report has been obtained from sources believed reliable
and developed through the application of independent judgement, but NCBA-IB does not warrant ifs
completeness or accuracy. Opinions expressed in this Report are current viewpoints as of the date of issue and are
subject to change without notice. Furthermore, NCBA-IB is under no obligation to update or keep the information
current. While every effort has been made to ensure the accuracy and completeness of the information provided,
no representation or warranty, express or implied, is made as to the accuracy or completeness of the information
contained herein, and nothing contained herein is, or shall be relied upon as, a promise or representation as to the
future performance of any securities or financial product and market conditions which may change and this might
materially impact the accuracy and validity of such analysis.

2. Use of Information

The information presented in this Report is infended solely for informational purposes and is not a comprehensive
freatment of the fopic at hand. NCBA-IB makes every effort to use reliable, comprehensive information, but we do
not represent that the information is accurate or complete. NCBA-IB is not responsible for errors or omissions nor for
results obtained from the use of this information. All information is provided "as is", without warranty of any kind,
express or implied.

3. No Guarantees on Performance

NCBA-IB, its affiliates, employees, or any associated entities provide no guarantee, warranty, or representation
regarding the potential performance or expected outcomes of any investment or financial fransaction referenced
within this document. Investment values can fluctuate, and the past performance of a security, industry, sector,
market, financial product, frading strategy, or individual investment does not guarantee future results or refurns.

4. Independent Decision Making
Recipients of this Report are strongly advised to make investment decisions based on their own investment

objectives, careful consideration of their financial situation, operational capacity, and the availability of resources.
It is recommended that all clients conduct thorough due diligence and, where appropriate, consult independent
financial, legal, tax, or other professional advisors to assess the suitability of any potential investment.

5. Limitation of Liability

The Bank, its affiiates, and their respective officers, directors, employees, or agents accepts no liability whatsoever
for any direct or consequential loss or damage arising from the use of this Report or the information contained
herein. Past performance is not necessarily indicative of future results, and NCBA-IB does not undertake that the
recipient of this report will obtain profits or avoid incurring losses. This Report does not constitute a personal
recommendation or take intfo account the parficular investment objectives, financial situations, or needs of
individual clients. Clients should consider whether any advice or recommendation in these reports is suitable for
their particular circumstances and, if necessary, seek professional advice, including tax advice.

6. Authority to Enter Contracts

Please be advised that legally binding obligations on behalf of NCBA-IB can only be established through formal
written agreements, duly signed by authorized representatives of NCBA-IB. No electronic communications or
implied agreements through informal communications shall be considered binding under any circumstances.
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7. Disclosure Statement
NCBA-IB may, from time to time, participate orinvest in transactions with the companies mentioned herein, perform

services for or solicit business from company(s) mentioned, and/or have a position or effect fransactions in the
securities or options thereof. Members of NCBA-IB, its principals or affiliates, may have a financial interest in securities
of the companies mentioned in this report.

8. Conflicts of Interest
NCBA-IB may engage in fransactions in a manner that is inconsistent with the recommendations made in this

Report, and it may have commercial relationships with entities mentfioned in this Report. NCBA-IB may have
provided advice or investment services relating to the investments concerned or a related investment to any
company mentioned in this Report prior to its publication. Further, NCBA-IB may receive compensation for these
services and acts as a market maker or liquidity provider in the securities that are the subject of this report. NCBA-
IB does not prepare research on entities within its corporate group ("the NCBA Group") or other entities where a
real or perceived conflict of interest may exist.

9. Confidentiality

This Report is confidential and is intended only for the person or entity to which it is addressed. It may contain
confidential, proprietary, or legally privileged information. No confidentiality or privilege is waived or lost by any
misdelivery or tfransmission errors. If you are not the intended recipient, please immediately delete it and all copies
of it from your system, destroy any hard copies of it, and notify the sender. You must not, directly or indirectly, use,
disclose, distribute, print, or copy any part of this report if you are not the infended recipient.

10. Intellectual Property Rights
All content, data, analyses, graphics, and logos provided in this Report are the exclusive property of NCBA-IB and/or

its affiliates, unless otherwise noted, and cannot be copied, distributed, transmitted, displayed, published, or
broadcast without the prior written permission of NCBA-IB.

11. Regulatory Compliance

This Report is also subject to regulatory restrictions and obligations that may affect its use. NCBA-IB produces
research reports which adhere to regulatory standards. This document may not be distributed in any jurisdiction
where its distribution may be restricted by law, and persons info whose possession this document comes should
inform themselves about, and observe, any such restrictions.

12. Use and Distribution
These materials are intended only for clients of NCBA-IB, and may not be reproduced, redistributed, or copied in

whole or in part for any purpose without the express written consent of NCBA-IB

© 2024 NCBA-IB. All rights reserved. This document contains intellectual property belonging
to NCBA-IB. Unauthorized use is prohibited. For further information regarding the
methodologies used or data in the report, contact NCBA-IB at
ncbaibresearch@ncbagroup.com
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