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Stanbic Bank Kenya PMI™

Business expectations hit record low as inflation
suppresses customer demand

Stanbic Bank Kenya PMI

sa, >50 = improvement since previous month

Key findings

Output and new orders fall sharply
Price pressures ease but remain marked

Year-ahead outlook falls to weakest in survey's
history

Kenyan companies posted their lowest confidence levels on
record in April, latest PMI survey data showed, as inflation
and political unrest led to a sharp fall in customer demand
and clouded the business outlook. Activity levels and input
purchases also fell sharply, but employment numbers continued
to rise. On a positive note, input cost pressures showed further
signs of having peaked, dropping to their lowest recorded in
2023 so far, though remaining steep.

The headline figure derived from the survey is the Purchasing
Managers’ Index™ (PMI). Readings above 50.0 signal an
improvement in business conditions on the previous month,
while readings below 50.0 show a deterioration.

The headline PMI registered below the 50.0 mark for the third
month in a row in April. Dropping to 47.2 from 49.2 in March, the
index also signalled a solid and faster decline in the health of
the private sector economy at the start of the second quarter.

The cost-of-living crisis continued to hinder business
performance, according to survey panellists, while an associated
bout of political unrest led to a marked drop in client demand.
New business inflows fell sharply and at a quicker pace than in
March, despite a sustained upturn in export sales.

Similarly, business activity declined for the third month in
succession, and the rate of contraction was much sharper than
in the previous survey period. Sector data indicated that the
downturn was led by manufacturing and services, contrasting
with expansions in the agriculture, construction and wholesale
& retail categories.

Concerns over the impact of high inflation led to a marked
drop in firms' output expectations for the next 12 months,
which declined to their lowest level since the survey began in
January 2014. While sentiment remained positive, only 8% of
respondents predicted activity to rise over the forthcoming year.

Purchasing levels declined solidly in April, following a slight
increase in March. Despite this, a sharp cut in activity allowed

PMI'

by S&P Global

70 -

60 -

50 -

40 -

30

14 15 16 "7 18 19 20 21 '22 '23

Sources: Stanbic Bank, S&P Global.
Data were collected 12-26 April 2023.

Comment

Mulalo Madula, Economist at Standard Bank
commented:

“In April, Kenya's private sector output broadly
deteriorated across several sectors covered by the PMI|
survey as the country experienced another contraction
that began in February and continued through to April.
Despite continued growth in export sales, deteriorating
domestic market conditions due in large part to higher
costs and political protests dampened business activity
and domestic demand as cost pressures continued to
rise. A further increase in the amount of outstanding
work in April led to a slightly positive employment trend,
but in the absence of sales growth, employment is
unlikely to be sustained.

“The outlook for output for the upcoming 12 months
significantly decreased, reaching the lowest level since
the survey's inception. This was largely due to worries
about the effects of high inflation as power tariffs were
increased by around 19% in April. But then again, overall
year-on-year inflation is likely to slow, having fallen to
7.9% in April from 9.2% in March, as statistical base
effects continue to unwind, although underlying costs
for firms are likely to remain elevated.”
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firms to store higher volumes of inputs, with some respondents
citing concerns that supplies could run short due to limited cash
flow.

In contrast to purchasing, Kenyan companies added to their
workforces in April. Employment numbers rose at the quickest
pace in 2023 so far, albeit only slightly. The upturn came amid
a further increase in outstanding work, the third in the past four
months.

On the price front, there were signs that cost pressures were
moderating at the start of the second quarter. Input prices rose
at the slowest rate in four months, helped by softening demand
and reports of an improvement in the availability of local goods,
which also supported a slight reduction in average lead times.
That said, the pace of cost inflation remained steep overall, as
firms again highlighted rising import prices due to a depreciation
in the Kenyan shilling against the US dollar.

Rising costs continued to be passed on to customers in
April, indicated by another steep increase in output charges.
Like input prices, the rate of inflation slowed from March but
remained faster than the long-run trend.
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Survey methodology

The Stanbic Bank Kenya PMI™ is compiled by S&P Global from responses to questionnaires sent
to purchasing managers in a panel of around 400 private sector companies. The panel is stratified
by detailed sector and company workforce size, based on contributions to GDP. The sectors
covered by the survey include agriculture, mining, manufacturing, construction, wholesale, retail
and services. Data were first collected January 2014.

Survey responses are collected in the second half of each month and indicate the direction of
change compared to the previous month. A diffusion index is calculated for each survey variable.
The index is the sum of the percentage of ‘higher’ responses and half the percentage of ‘unchanged’
responses. The indices vary between 0 and 100, with a reading above 50 indicating an overall
increase compared to the previous month, and below 50 an overall decrease. The indices are then
seasonally adjusted.

The headline figure is the Purchasing Managers’ Index™ (PMI). The PMI is a weighted average of
the following five indices: New Orders (30%), Output (25%), Employment (20%), Suppliers’ Delivery
Times (15%) and Stocks of Purchases (10%). For the PMI calculation the Suppliers’ Delivery Times
Index is inverted so that it moves in a comparable direction to the other indices.

Underlying survey data are not revised after publication, but seasonal adjustment factors may be
revised from time to time as appropriate which will affect the seasonally adjusted data series.

For further information on the PMI survey methodology, please contact economics@ihsmarkit.com.

About PMI

Purchasing Managers’ Index™ (PMI™) surveys are now available for over 40 countries and also
for key regions including the eurozone. They are the most closely watched business surveys in
the world, favoured by central banks, financial markets and business decision makers for their
ability to provide up-to-date, accurate and often unique monthly indicators of economic trends.
ihsmarkit.com/products/pmi.html

About S&P Global

S&P Global (NYSE: SPGI) S&P Global provides essential intelligence. We enable governments,
businesses and individuals with the right data, expertise and connected technology so that
they can make decisions with conviction. From helping our customers assess new investments
to guiding them through ESG and energy transition across supply chains, we unlock new
opportunities, solve challenges and accelerate progress for the world.

We are widely sought after by many of the world’s leading organizations to provide credit
ratings, benchmarks, analytics and workflow solutions in the global capital, commodity and
automotive markets. With every one of our offerings, we help the world’s leading organizations
plan for tomorrow, today. www.spglobal.com

Disclaimer

About Stanbic Bank Kenya

Stanbic Bank Kenya is a member of the Standard Bank Group, Africa’s largest bank by
assets. With a solid foundation in Kenya and history spanning over 110 years, Stanbic is one
of the top banks operating in Kenya focused on fostering her socio-economic growth wide
with a branch network across the country providing services to individuals, businesses and
Commercial clients. Standard Bank Group which is the largest financial institution in Africa
by Market capitalization, has on- the-ground representation in 20 African countries - making
them one of the largest banking networks on the continent. Standard Bank Group’s largest
shareholder is Industrial and Commercial Bank of China (ICBC), the world’s largest bank, with
a 20.1% shareholding. Standard Bank Group has direct, on-the-ground representation in 20
African countries.

At Stanbic Bank, we are proudly Kenyan with a clear purpose which is Kenya is our Home, we
drive her Growth. This informs everything we do as an organization as we are committed to the
growth and development of Kenya, its people and industries. It is with this drive that Stanbic
Bank Kenya continues to move forward with its purposeful strategy to drive Kenya’s growth by
actively seeking opportunities to partner with both Government and private Sector to unlock
their potential and contribution to the economy.

Stanbic Bank Kenya provides the full spectrum of financial services. The Consumer and High
Net-worth division Stanbic Bank continue to serve the people of Kenya with a range of personal
banking products and solutions. Stanbic Bank also offers Wealth services and product offerings,
including insurance, investment, fiduciary, bespoke banking and multi-generational wealth
preservation solutions to high net worth individuals, retail, business, commercial, and corporate
clients across the Bank’s footprint.

Its Corporate and Investment Banking division serves a wide range of requirements for
banking, finance, trading, investment, risk management and advisory services. Corporate and
Investment Banking delivers this comprehensive range of products and services relating to
investment banking; global markets; and global transactional products and services. Stanbic
Bank’s Corporate and Investment Banking expertise is focused on industry sectors that are
most relevant to emerging markets. It has strong offerings in oil, gas and renewables; power
and infrastructure and agriculture.

With regard to Business and Commercial unit, Stanbic Bank Kenya offers banking and other
financial services to medium-sized enterprises and high value small businesses. This unit
serves the increasing need among Africa’s small business and individual customers for banking
products that can meet their shifting expectations and growing wealth.

Stanbic Bank is listed on the Nairobi Securities Exchange (NSE).
http://www.stanbicbank.co.ke

The intellectual property rights to the data provided herein are owned by or licensed to S&P Global and/or its affiliates. Any unauthorised use, including but not limited to copying, distributing,
transmitting or otherwise of any data appearing is not permitted without S&P Global’s prior consent. S&P Global shall not have any liability, duty or obligation for or relating to the content or information
(“data”) contained herein, any errors, inaccuracies, omissions or delays in the data, or for any actions taken in reliance thereon. In no event shall S&P Global be liable for any special, incidental, or
consequential damages, arising out of the use of the data. Purchasing Managers’ Index™ and PMI™ are either registered trade marks of Markit Economics Limited or licensed to Markit Economics
Limited and/or its affiliates.

This Content was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed division of S&P Global. Reproduction of any information, data or material,
including ratings (“Content”) in any form is prohibited except with the prior written permission of the relevant party. Such party, its affiliates and suppliers (“Content Providers”) do not guarantee the
accuracy, adequacy, completeness, timeliness or availability of any Content and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results
obtained from the use of such Content. In no event shall Content Providers be liable for any damages, costs, expenses, legal fees, or losses (including lost income or lost profit and opportunity costs)
in connection with any use of the Content.
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