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 This is the principal amount that you would invest into a particular bond.

 Coupon payments are based on this amount.

 Upon maturity, the maturity is paid back to the investor.

Face Value

 Total return anticipated on a bond assuming the investor holds the bond to maturity

and reinvests each interest payment at the same rate.

 Compensates investors for time value of money and risk taken.

 Used to determine the price of a bond

 Where YTM =Coupon rate, bond trades at par (i.e. 100)

 Where YTM >Coupon rate, bond trades below par (i.e. discount)

 Where YTM <Coupon rate, bond trades above par (i.e. premium)

Yield to Maturity 

(YTM)

 Annual rate of interest a bond holder receives on the face value (amount payable at

maturity) of a bond.

 Coupons are usually distributed semi-annually (i.e. every 6 months)

Coupon rate

 This is the identification number of each government bond issued e.g. IFB1/2018/15.

(IFB1 - First infrastructure bond, Issued in 2018 with an investment horizon of 15 years)
Issue Number



1.1 Definitions
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 The present value of all future interest payments and face value of a bond including

the accrued interest since the last coupon as at the value date.
Dirty Price

 Price that does not take into account accrued interest.

 Clean price = Dirty price – Accrued Interest

 On an interest payment date, clean price = dirty price

Clean Price

 The date at which the bond will mature and the CBK pays back the whole face value

of the bond to the investor.

 Investors don’t have to hold the bond to maturity; one can sell the bond through the

secondary market when a need or another opportunity arises.

Maturity Date

 Interest on Infrastructure bonds (IFBs) is tax exempt.

 Interest on FXDs is taxed a withholding tax of 15.0% for maturities less than 10 years and

10.0% for maturities more than 10 years.

Tax Obligations

 Interest that builds between the last coupon payment date and the value date (date

of settlement) of a bond.
Accrued Interest



1.2 Yield & Price Relationship
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1.3 Bond Trading _ Primary vs Secondary Market 
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hPrimary Market
• Bonds are auctioned

• Players: Govt, Investors

Secondary Market
• Bonds are traded

• Players: Investors

Bond Markets
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 Immediate re-open of a primary issue when the total amount accepted fails to

meet the target amount for the issue.

 Tap sale of a re-open can also happen.

 Bids are strictly non-competitive.

Tap Sale

 These are previously issued bonds which are re-auctioned by the government in

the primary market.

 Thus available in both the primary and secondary market.

 Bids can be competitive or non-competitive

Primary Bond 

Re-open

 These are bonds issued for the very first time by the government.

 Bids can be competitive or non-competitive.
New Issue
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2.0 PRIMARY AUCTION 
PROCESS

 2.1 July 2020 Auction: 

Prospectus for Re-opened 5-YR, 10-YR 

and 15-YR FXD Treasury Bonds

 2.2 Factors that may affect the July Issue



2.1 July 2020 Prospectus
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2.2 Factors that may affect the July Issue
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Interbank rates have been declining

on the back of high liquidity

Private sector credit growth has been

stalled by COVID-19

Yields have dropped especially on

the short end of the curve.
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3.0 LIVE PRICING OF 
BONDS

 3.1 Fixed Coupon Bonds (FXDs)

 3.2 Infrastructure Bonds (IFBs)

Introduction

Live pricing

Coupon Schedule



3.1.1 Fixed Coupon Bond (FXD)
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3.1.2 Live Pricing I: Fixed Coupon Bond (FXD)

14

2nd 10-year Fixed Coupon Bond issued in 2018

The Interest (coupon) you will earn every year, given in 2 
instalments, semi annually 

Determines the amount of accrued interest

Yield to Maturity (determines the clean price)

Clean Price + Accrued Interest

Gross Value of the Bond

Total Amount Payable by the Buyer

Total Amount to be Received by the Seller



3.1.3 Coupon Schedule: FXD2/2018/10

15

Bond FXD2/2018/10

Face Value 1,000,000                           

Coupon Rate 12.502%

Tax 10.000%

Maturity Date 12/4/2028

Payment Dates Payment Type Payment Amount

14-Dec-20 Coupon 56,259.00                          

14-Jun-21 Coupon 56,259.00                          

13-Dec-21 Coupon 56,259.00                          

13-Jun-22 Coupon 56,259.00                          

12-Dec-22 Coupon 56,259.00                          

12-Jun-23 Coupon 56,259.00                          

11-Dec-23 Coupon 56,259.00                          

10-Jun-24 Coupon 56,259.00                          

9-Dec-24 Coupon 56,259.00                          

9-Jun-25 Coupon 56,259.00                          

8-Dec-25 Coupon 56,259.00                          

8-Jun-26 Coupon 56,259.00                          

7-Dec-26 Coupon 56,259.00                          

7-Jun-27 Coupon 56,259.00                          

6-Dec-27 Coupon 56,259.00                          

5-Jun-28 Coupon 56,259.00                          

4-Dec-28 Coupon + Principal 1,056,259.00                    



3.2.1 Infrastructure Bond (IFB)
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3.2.2 Live Pricing II: Infrastructure Bond (IFB)
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1st Infrastructure bond issued in 2017 for 7 years

The interest (coupon) you will earn every year, given in 2 
instalments, semi annually 

Helpful in calculating the accrued interest

Yield to Maturity (affects the clean price)

Clean Price + Accrued Interest

Gross amount payable

Net amount payable



3.2.3 Coupon Schedule: IFB1/2017/7
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Bond IFB1/2017/7

Face Value 1,000,000                                    

Tax 0.00%

Coupon Rate 12.50%

Maturity Date 11/18/2024

Payment Dates Payment Type Payment Amount

23-Nov-20 Coupon 62,500.00                   

24-May-21 Coupon 62,500.00                   

22-Nov-21 Coupon 62,500.00                   

23-May-22 Coupon 62,500.00                   

21-Nov-22 Coupon + 50% Principal 562,500.00                 

22-May-23 Coupon 31,250.00                   

20-Nov-23 Coupon 31,250.00                   

20-May-24 Coupon 31,250.00                   
18-Nov-24 Coupon + 100% Principal 531,250.00                 
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4.0 HOW TO INVEST

 4.1 Alternative methods

 4.2 Primary vs Secondary Trading



4.1 Alternative Methods 
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Option 1
Open a CBK CDS 
Account

Option 2
Trade through DBIB CBK 

CDS Account



4.2 Primary vs Secondary Trading
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Primary Auction

• At primary auction, DBIB processes for both CBK account holders and DBIB account 

holders.

• FXD - Minimum Amount: KES 50,000 only

• IFB - Minimum Amount: KES 100,000 only

Secondary Trading

• DBIB sources counter-party trades and closes the trade on behalf of the client. 
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For further queries, feel free to email:

privatewealth@dyerandblair.com

research@dyerandblair.com 

shares@dyerandblair.com

Q&A
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Dyer and Blair Investment Bank

7th Floor, Goodman Tower, Waiyaki Way

P.O.BOX 45396 -00100, Nairobi, Kenya

www.dyerandbair.com | +254 709 930 000 

http://www.dyerandbair.com/

