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Portfolio Manager

The Central Bank auctioned 3-year, 7-year and 19-year treasury bonds at interest
rates of 12.45%, 13.88% and 13.96% respectively. The bond sale recorded a 98%
subscription rate as CBK received bids worth KES49bn out of KES50bn on offer.
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The increase in bond yields moderated in August. Yields on short term bond rose Bond
Index

while medium term and long term bond rates declined month-on-month.

What does this mean for the Bond Fund?

Bond rates are likely to face upward pressure from rising inflation and further USD-
KES weakness. However, Central Bank’s strategy of maintaining stable interest
rates by rejecting aggressive investor bids is likely to mitigate a sharp spike in
bond yields. The rising interest rate environment presents an opportunity to
acquire government treasuries at attractive yields. We shall take advantage of the
prevailing environment to increase our trading activities in the primary and

secondary markets in a bid to enhance the return of the ICEA LION Bond Fund.
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