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Dear Mr. Ftemesi,

FURTHER GUIDELINES TO THE FOREIGN EXCHANGE MARKET

In view of intemational events and the consequential characteristics of the domestic foreign
exchange market, the Central Bank of Kenya has seen the need to introduce extensions to its
existing Guidelines on Foreign Exchange.

The. Central Bank therefore issues the foliowing extensions to the Guidelines:
1. “Reverse carry” transactions which have recently been introduced into the market will be
limited to a minimum tenor of one vear, This therefore means that:

a) Kenya Shilling loans and overdrafts of less than one year tenor cannot bé provided to
non-resident financial institutioss.

b) Kenya Shillings cannot be placed in the form of deposits in non-resident financial
institutions for a period of less than one year. Any options embedded in such deposits
miust have a maturity i excess of one year,

¢) Any investment int6 the assets of a non-resident ﬁnanc1a1 institution must exceed one
year.
2. Foreign currency swaps involving Kenya shillings will be imited t6 a minitiiim tenor of seven
days. o
3. The eurrent Prudential Guidelines require ‘commercial banks not to exceed a foreign
exchange exposure of 20 percent of core capital; this is now reduced to a 10 percent limit.
Commercial banks have one week from the date of this letter to adjust to the new limit and
this is subject to future reviews,

These Guidelines take effect immediately except for number 3 above,
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