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Briefing Note :Standard Chartered Bank Kenya (SCBK) Pension Liability & Dividend 

Outlook 

Executive Summary 

Standard Chartered Bank Kenya is facing a KES 7.79Bn pension liability following a June 

2025 ruling by the Retirement Benefits Appeals Tribunal. The tribunal directed the bank 

to recalculate and pay additional pension benefits, plus legal costs, to 629 former 

employees. 

At KES 7.79Bn, the liability equals 86.6% of H1 2025 net profit (KES 8.08Bn) and nearly 50% 

of FY 2024 dividend (KES 14Bn). While this represents a significant profitability shock, 

SCBK remains well capitalized with a 19.5% core capital ratio and 64.5% liquidity ratio, 

well above regulatory minimums. 

The risk is therefore earnings compression, not solvency. 

Background of the Case 

• Claimants: 629 retirees, including 111 from the 1994 Voluntary Early Retirement 

Scheme. 

• Allegations: flawed actuarial calculations, and unlawful withdrawal of KES 1.1Bn 

from the scheme surplus. 

• RBAT ruling (June 18, 2025): recalculated benefits of KES 7Bn + KES 709Mn legal 

costs. 

• Bank response: structured retiree engagement. 

 

 

 

 

 

 

 

 

 

 

 

Metric Value Comment / Benchmark 

Core Capital KES 56.2 billion +6% YoY 

Core Capital Ratio 19.5% vs 10.5% regulatory minimum 

Total Capital Ratio 19.7% vs 14.5% regulatory minimum 

Liquidity Ratio 64.5% vs 20% regulatory minimum 
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The New Development: 325 Claimants 

• A separate group of 325 former staff have petitioned to be included. 

• Claims mirror the earlier case: undervalued pensions, miscalculated lump-sums. 

• SCBK’s stance: “no legal or factual merit,” pledging to defend strenuously. 

 

Dividend Policy & Outlook 

• Historical: SCBK has paid out 70–80% of earnings over the last 5 years, with a KES 

14 billion record dividend in 2024 (100% payout). 

• 2025 Cut: Proposed dividend of KES 3.1 billion (↓78% YoY) equates to a payout 

ratio of <40%. 

•  Provisioning Dynamics: 

Full Provision in 2025 (Base Case): If SCBK fully absorbs the KES 7.8Bn liability this 

year, dividends will be severely compressed in 2025 but could normalize more 

quickly. From FY2026, payout ratios may rebound towards 50–60%, closer to 

historical averages, provided no escalation in claims. 

Staggered Payouts / Partial Provision: If the liability is spread over multiple years, 

dividends may remain capped at 30–40% payout through 2025–26, delaying 

recovery. 

Medium-Term Outlook: Even under a conservative staggered approach, SCBK’s 

strong capital position supports gradual normalization to 40–50% payout from 

FY2026. A faster rebound (towards 60%) would depend on front-loaded 

provisioning and no material expansion of the claimant pool. 

Investor Implication: The dividend cut is severe but potentially temporary if SCBK opts for 

a one-off provision in 2025. However, prolonged or additional claims could extend 

depressed dividends into 2026–27, keeping yields structurally below historical norms. 

Bottom Line 

• At KES 7.8B, the pension liability is a profitability shock, not a solvency issue. 

• SCBK’s capital and liquidity remain resilient, but dividends will stay suppressed. 

Interpretation 

• The blended fair value is KES 281.2/share, slightly below the current price of KES 

289.8 as of 18th September 2025. 
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• However, the stock is still trading below its 52-week high of KES 348, which 

provides an attractive entry point for long-term investors who believe the 

pension liability will be resolved without escalating into the worst-case KES 30Bn 

exposure. 

• Market pricing implies that investors are already discounting much of the pension 

liability risk, leaving limited upside in the near term. 

• Base case recommendation remains: HOLD. 

• Short-term earnings may be hit by the pension payout, but capital buffers, 

liquidity, and retained earnings remain strong, mitigating solvency concerns. 

 

Outlook & Watchpoints 

• November 19, 2025 Q3 release: first clear disclosure on settlement quantum. 

• Court process: Whether the 325 claims are admitted or dismissed at preliminary 

stage. 

• Provisioning approach: Full kitchen-sink in FY2025 vs staggered recognition. 
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DISCLAIMER AND DISCLOSURES 

 

1. General Disclaimer 

This research report (Report) has been prepared by NCBA Investment Bank (NCBA-IB) and contains detailed industry 

analyses, statistics and forecasts exclusively for informational purposes and is intended solely for the use of NCBA-IB clients 

and may not be distributed, published, in whole or in part, nor may its contents be disclosed to any other party without the 

express written consent of NCBA-IB. While this Report contains analyses and insights aimed at assisting customers in making 

investment decisions regarding various securities, it does not constitute an offer, solicitation, or recommendation to buy or 

sell any securities, and it is not intended to provide the basis for any evaluation of the securities discussed herein. NCBA-IB 

expressly disclaims any responsibility for errors and omissions in this Report. The Information set forth in this Report has been 

obtained from sources believed reliable and developed through the application of independent judgement, but NCBA-

IB does not warrant its completeness or accuracy. Opinions expressed in this Report are current viewpoints as of the date 

of issue and are subject to change without notice. Furthermore, NCBA-IB is under no obligation to update or keep the 

information current. While every effort has been made to ensure the accuracy and completeness of the information 

provided, no representation or warranty, express or implied, is made as to the accuracy or completeness of the information 

contained herein, and nothing contained herein is, or shall be relied upon as, a promise or representation as to the future 

performance of any securities or financial product and market conditions which may change and this might materially 

impact the accuracy and validity of such analysis. 

 

2. Use of Information 

The information presented in this Report is intended solely for informational purposes and is not a comprehensive treatment 

of the topic at hand. NCBA-IB makes every effort to use reliable, comprehensive information, but we do not represent that 

the information is accurate or complete. NCBA-IB is not responsible for errors or omissions nor for results obtained from the 

use of this information. All information is provided "as is", without warranty of any kind, express or implied. 

 

3. No Guarantees on Performance 

NCBA-IB, its affiliates, employees, or any associated entities provide no guarantee, warranty, or representation regarding 

the potential performance or expected outcomes of any investment or financial transaction referenced within this 

document. Investment values can fluctuate, and the past performance of a security, industry, sector, market, financial 

product, trading strategy, or individual investment does not guarantee future results or returns. 

 

4. Independent Decision Making 

Recipients of this Report are strongly advised to make investment decisions based on their own investment objectives, 

careful consideration of their financial situation, operational capacity, and the availability of resources. It is recommended 

that all clients conduct thorough due diligence and, where appropriate, consult independent financial, legal, tax, or other 

professional advisors to assess the suitability of any potential investment. 

 

5. Limitation of Liability 

The Bank, its affiliates, and their respective officers, directors, employees, or agents accepts no liability whatsoever for any 

direct or consequential loss or damage arising from the use of this Report or the information contained herein. Past 

performance is not necessarily indicative of future results, and NCBA-IB does not undertake that the recipient of this report 

will obtain profits or avoid incurring losses. This Report does not constitute a personal recommendation or take into account 

the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any 

advice or recommendation in these reports is suitable for their particular circumstances and, if necessary, seek professional 

advice, including tax advice. 

 

 

6. Authority to Enter Contracts 

Please be advised that legally binding obligations on behalf of NCBA-IB can only be established through formal written 

agreements, duly signed by authorized representatives of NCBA-IB. No electronic communications or implied agreements 

through informal communications shall be considered binding under any circumstances. 

 

7. Disclosure Statement 

NCBA-IB may, from time to time, participate or invest in transactions with the companies mentioned herein, perform 

services for or solicit business from company(s) mentioned, and/or have a position or effect transactions in the securities 
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or options thereof. Members of NCBA-IB, its principals or affiliates, may have a financial interest in securities of the 

companies mentioned in this report. 

 

8. Conflicts of Interest 

NCBA-IB may engage in transactions in a manner that is inconsistent with the recommendations made in this Report, and 

it may have commercial relationships with entities mentioned in this Report. NCBA-IB may have provided advice or 

investment services relating to the investments concerned or a related investment to any company mentioned in this 

Report prior to its publication. Further, NCBA-IB may receive compensation for these services and acts as a market maker 

or liquidity provider in the securities that are the subject of this report. NCBA-IB does not prepare research on entities within 

its corporate group ("the NCBA Group") or other entities where a real or perceived conflict of interest may exist. 

 

9. Confidentiality 

This Report is confidential and is intended only for the person or entity to which it is addressed. It may contain confidential, 

proprietary, or legally privileged information. No confidentiality or privilege is waived or lost by any misdelivery or 

transmission errors. If you are not the intended recipient, please immediately delete it and all copies of it from your system, 

destroy any hard copies of it, and notify the sender. You must not, directly or indirectly, use, disclose, distribute, print, or 

copy any part of this report if you are not the intended recipient. 

 

10. Intellectual Property Rights 

All content, data, analyses, graphics, and logos provided in this Report are the exclusive property of NCBA-IB and/or its 

affiliates, unless otherwise noted, and cannot be copied, distributed, transmitted, displayed, published, or broadcast 

without the prior written permission of NCBA-IB. 

 

11. Regulatory Compliance 

This Report is also subject to regulatory restrictions and obligations that may affect its use. NCBA-IB produces research 

reports which adhere to regulatory standards. This document may not be distributed in any jurisdiction where its distribution 

may be restricted by law, and persons into whose possession this document comes should inform themselves about, and 

observe, any such restrictions. 

 

12. Use and Distribution 

These materials are intended only for clients of NCBA-IB, and may not be reproduced, redistributed, or copied in whole or 

in part for any purpose without the express written consent of NCBA-IB 
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