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• NCBA Investment Bank (NCBA IB) is a wholly owned subsidiary of NCBA Group PLC. 

• We offer customised financial solutions to our clients which include: advisory services, 
investment and brokerage services. 

• Our brokerage unit include; Equities Trading for listed securities and Over the counter 
(“OTC”) transactions; Derivatives Trading; Fixed Income Trading for both corporate and 
government bonds; and Research Services

WHO WE ARE
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• Florence Kinyua - a Fixed Income Trader at NCBA Investment Bank. 

• Over 10 years of experience in the investment industry.  

• Holds an MBA in Finance from United States International University, (USIU). 

• A Level III candidate for Global Securities offered by Chartered Institute for 
Securities & Investment (CISI)

ABOUT ME
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• Definition of key terms 

• Participants in bond markets 

• Types of bond markets 

• The structure and pricing of a bond 

• Risk and benefits of investing in a bond 

• Opportunities of investing in bonds

INTRODUCTION TO BOND 
FEATURES

Agenda:
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DEFINITION OF KEY TERMS

• Issuer - The entity borrowing the money. For Kenyan government bonds, the issuer is the Republic 
of Kenya through the Central Bank of Kenya (CBK)

• Yield to maturity (YTM) - Overall interest rate earned by an investor who buys a bond at the market price and 
holds it until maturity. Is used to determine the price of a bond and has an inverse relationship with the price 
i.e. 

1. Where YTM =Coupon rate, bond trades at par (i.e. 100) 
2. Where YTM >Coupon rate, bond trades below par (i.e. discount) 
3. Where YTM <Coupon rate, bond trades above par (i.e. premium

• Face value - The principal amount paid out to the bond holder upon maturity. 
This is also the amount the coupon payments are based on.

• Bond- is a loan or debt. The issuer of the bond receives money from the initial buyer and 
undertakes to pay the bondholder regular interest and return the money at a specified future 
date.
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• Accrued interest - The amount of interest earned on a bond but has yet to be paid out.

• Clean price - A price for a bond that includes accrued entitlement to interest.

• Issue number - The unique identification number for each government bond issued, e.g. 
IFB1/2020/11 is the 1st infrastructure bond issued in 2020 with an investment period of 11 
years

• Dirty Price - A price for a bond or other instrument that takes no account of 
accrued entitlement to interest, and thus goes up and down on payment dates.

DEFINITION OF KEY TERMS

• Bond prospectus – A legal document from the issuer giving an overview of the bond being 
issued.

• Coupon rate - the annual rate of interest on the income a bondholder receives, expressed 
as a percentage of the bond’s par value or face value. Coupons are paid out semi-annually, 
i.e. every 6 months
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BOND MARKET PARTICIPANTS

Banks, funds, insurances

Corporate investors

Individual investors

Regulators

CBK

CMA

CMA & 
KASIB

Investors Intermediaries

Banks

NSE

Investment banks/
stock brokers
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PRIMARY MARKET SECONDARY MARKET

INVESTORSNSE-TradingINVESTORSCBK- Auction

BONDS MARKET

TYPES OF BONDS MARKET
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THE PRIMARY BOND 

MARKET
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New bond 
issue

• Bond is auctioned for the first time 
• Bidding is competitive or non competitive

Primary bond 
re-open

Tap sale

• Re-auctioning of a previously issued bond 
• Bidding is competitive or non-competitive

• Immediate re-open of an issued bond that did not raise the target amount 
• Bidding is strictly non-competitive and issued at current market price

FORMS OF PRIMARY BOND ISSUES
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HOW TO INVEST IN THE PRIMARY MARKET

Purchase of 
Bond 

Auction 
results

Submit CBK 
application 

form

Bond 
prospectus

CDS 
account 
with CBK

Open 
NCBA bank 

account
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THE BOND AUCTION 

PROCESS
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SAMPLE PROSPECTUS FOR SEPT 2020
Source: CBK
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SAMPLE PROSPECTUS FOR SEPT 2020
Source: CBK
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READING THE AUCTION RESULTS
Source: CBK
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THE SECONDARY 

BOND MARKET
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IMPLIED YIELDS
Source: NSE
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Source: NSE
THE YIELD CURVE
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BONDS TRADING STATISTICS
Source: NSE
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BOND PRICING
1st 25-year infrastructure bond issued in 2019

Determines the amount of interest accrued to 
value date

Determines the settlement date of the bond
The interest earned every year, paid out in 2 instalments (every 6 
months)

YTM- Determines the clean price
Sum of clean price and interest accrued

Holding amount of the bond that interest earned is based on

Total cost of transacting this bond
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THE PROCESS OF INVESTING IN THE SECONDARY MARKET 
Open a CDS 

account with CBK & 
NCBA IB-Brokerage

Consult with your 
broker on available 

bonds

• Investor 
• Broker

Confirm pricing - 
yield, trade date and 

amount

• Investor  
• Broker 
• Counter party

Fund the buying / 
selling account

• Investor

Broker & bank 
executes trade and 

settlement

• Broker 
• Bank

• Investor 
• Bank
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COMMON RULE OF 
THUMB

Never invest in an asset you do not understand

A Balanced diet - don’t put all your eggs in one basket

Assess your risk- higher yield come with higher risk

Pay attention to costs - read the bond prospectus and pricing

Time: allow your investment to grow
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COUNTING THE COST 

OF INVESTING IN BONDS
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FACTORS AFFECTING BOND YIELDS
Interest rates - 

interbank
Economic growth & 

InflationFX Currency



ncbagroup.com

NCBA Investment Bank is regulated by Capital Markets Authority

SOURCES OF INFORMATION
• CBK- www.centralbank.go.ke 

• CMA- www.cma.or.ke 

• NSE- www.nse.co.ke 

• KASIB- www.kasib.co.ke 

• Media- business and financial news channels and newspapers 

• Financial advisors- NCBA investment bank, etc.
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BENEFITS OF INVESTING IN BONDS
• Safer than stocks in the preservation of capital 

• Reliable returns through fixed coupon payments 

• Infrastructure bonds are a favorite due to their 

exemption from income tax  

• Fairly liquid since they can be traded in the 

secondary market 

• Less volatile than stocks on a day-to-day basis 

• Opportunity to make capital gains in the future
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RISKS OF INVESTING IN BONDS
•Re-investment risk 

•Exposure to interest rate risk 

•Forgoing potential higher returns since the coupons 

are fixed 

•Investment requires large sums of capital
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INVESTMENT OPTIONS IN BONDS
• Registering Individual CDS accounts - CBK and 

brokerage 

•Nominee account through a custodian- 

designated vs omnibus 

•Collective investments scheme like unit trusts - 

money market funds 
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Q & A SESSION
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THANK YOU


