
KENYA
Table 1 2023
Population, million 55.1

GDP, current US$ billion 108.1

GDP per capita, current US$ 1961.0

International poverty rate ($2.15)a 36.1

Lower middle-income poverty rate ($3.65)a 70.1

Upper middle-income poverty rate ($6.85)a 91.3

Gini indexa 38.7

School enrollment, primary (% gross)b 97.2

Life expectancy at birth, yearsb 62.1

Total GHG emissions (mtCO2e) 77.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ Most recent WDI value (2022).

Economic growth is slowing from the

strong rebound of 2023 and is estimat-

ed at 5.0 percent in 2024. Poverty re-

mains high as the link between growth

and poverty reduction has weakened.

Inflation is falling and the exchange

rate has stabilized, showing the govern-

ment’s commitment to a stronger

macroeconomic policy framework. How-

ever, the revenue-led fiscal consolidation

strategy has proved challenging, espe-

cially after the mid-2024 protests. The

outlook remains subject to elevated risks.

Key conditions and
challenges

Kenya’s macroeconomic environment is
improving, with receding inflation and a
more stable exchange rate that supports
the incomes of households and firms.
However, structural imbalances persist
and undermine Kenya’s aspirations to be-
come an upper-middle-income country.
Fiscal and current account pressures as-
sociated with increasing public spending,
high fiscal deficits, and growing debt
during recent years expose Kenya to
macroeconomic volatility. Productivity, a
key driver of economic growth, grew lit-
tle during the last decade, limiting in-
come growth and more and better jobs.
The increasing frequency and intensity
of climate shocks, as shown by severe
floods across the country earlier this year,
is threatening the livelihood of Kenyans,
especially the poor.
Moreover, economic growth is not suffi-
ciently inclusive, and the link between
growth and poverty reduction has weak-
ened. Adverse climate shocks are lowering
agricultural productivity, especially in arid
and semi-arid counties. Good paying jobs
in services favor skilled workers, while
poorer and low-skilled workers struggle to
access productive jobs. Going forward,
structural reforms that raise productivity
of the private sector, expand access to
skills, increase access to capital, and
strengthen households’ resilience to cli-
mate shocks are needed.

Fiscal consolidation efforts continue,
though not without challenges. Kenya’s
sovereign credit ratings have been down-
graded, reflecting heightened risks to pub-
lic finances. Expenditure-side measures to
contain the wage bill, transfers to public
sector entities, and intermediate consump-
tion, along with the rationalization of non-
priority projects, remain important. In ad-
dition, improving the efficiency and trans-
parency of public expenditures, including
continuous efforts to reduce corruption, is
critical. Although tax revenues have been
underperforming, recent protests high-
light the need for further progressive and
equitable fiscal reforms.

Recent developments

Kenya’s GDP growth is decelerating in
2024, following the strong cyclical re-
bound in 2023. Real GDP expanded by 5
percent during the first quarter (Q1-24) of
2024, compared to 5.5 percent in Q1-23
and 5.6 percent for the full year of 2023.
The agriculture and services sectors con-
tinued to show resilience, with agricul-
ture supported by favorable rainfall earli-
er in the year. The international poverty
rate (US$2.15) is estimated to have de-
clined from 35.8 percent in 2022 to 34.7
percent in 2023. However, manufacturing
is underperforming. The Purchasing
Managers’ Index (PMI) contracted in four
out of the first eight months of 2024, an
indication of deteriorating market condi-
tions. Overall, the industry sector grew
by 0.1 percent during Q1-24, year-on-year

FIGURE 1 Kenya / Purchasing Managers’ Index (PMI)
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FIGURE 2 Kenya / Actual and projected poverty rates and
real private consumption per capita
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(y-o-y); all subsectors grew less than in
the same quarter a year before.
The tighter monetary policy framework
has shown to be effective. Inflation fell
to 4.4 percent by August 2024 (y-o-y)
from 6.6 percent in December 2023, with-
in the Central Bank of Kenya (CBK) 5±2.5
percent target range, while monthly real
credit growth to the private sector slowed
to 6.6 percent month-on-month (m-o-m)
in June (December 2023: 8.3 percent). FX
reserves rose to US$7.3 billion or 3.8
months of imports as of end-August, 8
percent above the December 2023 figure.
On the external front, goods exports are
recovering, growing by 5.0 percent in the
last 12 months up to June 2024, thanks
primarily to higher exports of agricultural
products. Imports are recovering too, but
at a slower rate. Consequently, the cur-
rent account deficit (CAD) reached 3.7
percent of GDP in the 12 months up to
June 2024.
Fiscal consolidation efforts continued dur-
ing FY2023/24. Still, despite growing by
14.5 percent, revenues fell short by 1.2 per-
cent of GDP from the target for the fiscal
year and the fiscal deficit reached 5.6 per-
cent of GDP. Gross public debt reached

65.5 percent of GDP by the end of FY2023/
24, almost half of it being external debt.

Outlook

GDP is projected to grow by 5.0 percent
in 2024 and by 5.1 percent on average in
2025-2026. Severe floods, subdued busi-
ness sentiment following the mid-2024
protests, and reduced public spending will
weigh on growth in the short and medium
term. However, the materialization of re-
forms and a continued commitment to
macroeconomic prudence are expected to
boost private investment. The CAD is ex-
pected to remain between 4.0-4.1 percent
of GDP, with exports and foreign direct in-
vestments increasing in the medium term
as trade agreements are implemented and
global financial conditions ease further.
Eventually, credit growth is expected to
accelerate as the CBK implements a more
accommodative monetary policy; on Au-
gust 2024, the CBK lowered its policy rate
by 25 basis points to 12.75 percent.
The fiscal adjustment is projected to be
slower than anticipated amid the more

challenging socio-political environment.
Yet, expenditure rationalization efforts are
expected to contain public spending; the
fiscal deficit is projected at 4.3 percent of
GDP in FY2024/25.
Real per capita incomes are expected to
increase, and the poverty rate to continue
its downward trend. However, this de-
cline is slow and vulnerable to a reversal
in the event of shocks. The US$2.15
poverty rate is expected to fall to 34.0
percent in 2024.
The outlook is subject to elevated risks.
Failure to achieve fiscal consolidation tar-
gets would exacerbate Kenya’s debt vul-
nerabilities. Continued social and political
tensions could further dampen investor
confidence and challenge fiscal consolida-
tion efforts, while additional climate haz-
ards could resume inflationary pressures.
Reduced growth of the economies of in-
ternational partners could undermine
Kenyan exports and remittances, while in-
creased global geopolitical risks might
raise commodity prices and harm Kenya,
a net commodity importer. Upside risks
are linked to faster-than-expected normal-
ization in global financing conditions and
lower commodity prices.

TABLE 2 Kenya / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f
Real GDP growth, at constant market prices 7.6 4.9 5.6 5.0 5.1 5.1

Private consumption 6.4 3.3 6.2 5.6 5.4 5.4
Government consumption 6.0 8.1 3.5 0.9 0.6 1.0
Gross fixed capital investment 10.8 -0.8 1.9 2.3 6.2 7.1
Exports, goods and services 15.3 11.9 -4.5 5.5 9.8 10.1
Imports, goods and services 22.2 4.6 -3.1 1.3 5.6 7.2

Real GDP growth, at constant factor prices 7.1 4.5 5.4 5.0 5.1 5.1
Agriculture -0.4 -1.5 6.5 4.8 5.0 5.1
Industry 7.5 3.9 1.9 1.1 2.9 3.6
Services 9.6 6.6 6.2 6.1 5.7 5.4

Inflation (consumer price index) 6.1 7.6 7.7 5.0 5.0 5.0

Current account balance (% of GDP) -5.2 -5.0 -4.0 -4.0 -4.1 -4.1
Net foreign direct investment inflow (% of GDP) 0.0 0.3 0.2 0.8 1.0 1.3

Fiscal balance (% of GDP) -7.3 -5.9 -5.6 -5.0 -3.8 -3.3
Revenues (% of GDP) 16.8 16.9 16.8 17.0 18.4 19.8
Debt (% of GDP) 68.1 69.9 68.7 65.1 63.3 60.3
Primary balance (% of GDP) -2.5 -0.8 -0.3 0.8 1.5 1.6

International poverty rate ($2.15 in 2017 PPP)a,b 36.1 35.8 34.7 34.0 33.2 32.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 70.1 69.8 68.8 68.2 67.4 66.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 91.3 90.9 89.6 88.8 87.8 86.8

GHG emissions growth (mtCO2e) -4.8 -0.3 4.6 6.6 7.5 6.8
Energy related GHG emissions (% of total) 28.4 29.9 29.8 29.3 28.7 28.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2013-, 2018-, and 2021-KCHS. Actual data: 2021. Nowcast: 2022-2023. Forecasts are from 2024 to 2026.
b/ Projection using point to point elasticity at regional level with pass-through = 1 based on private consumption per capita in constant LCU.
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