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CONSUMER LIFESTYLES IN KENYA

STRUCTURE OF THE REPORT

This report forms part of the report series thahplements the Euromonitor International Countried a
Consumer Database. Each country profile is stradtunder the following primary headings:
e Consumer Trends

e Consumer Segmentation

e People

e House and Home

e Income

e Consumer Expenditure

e Work

e Learning

e Eating (including Soft Drinks)

e Drinking

e Smoking

e Personal Appearance

e Fashion

e Health and Wellness

e Leisure and Recreation

e Consumer Technology

e Transport

e Money

The information in this report was gathered fromide range of sources, starting with national st
offices. This information was cross-checked forsistency, probability and mathematical accuracy.

As well, the report seeks to fill the gaps in tlfiic@l national statistics by using private-secsoirveys and
official pan-regional and global sources. Furthemm&uromonitor International has undertaken aaresive
amount of modelling in order to generate uniquaskets that complement the available national stdsda

The wide range of sources used in the compilatfdhis report means that there are occasional jigercies in
the data, which were not reconcilable in everyanse. Even when data are produced on specific gaeasrby
the same national statistical office, such as fpdglulation in a particular year, discrepanciesaagur
depending on whether the data was derived froomagua national census or a projection and whettedata
were based on mid-year or January figures.

To identify recent past trends, data are preseote2i005, 2006, 2007, 2008 and 2009. For projestidata are
presented for 2010, 2015 and 2020.

CONSUMER TRENDS

Increased Urbanisation and Declining Traditionalism

© Euromonitor International Page 1
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The number of urban dwellers is increasing rapidlikenya. In 2005, 7.4 million Kenyans lived inie&. By
2009, that number had risen to 8.9 million, anéase of 17%. Nairobi's population swelled to 3.Hiam in
2009, an increase of 17.6%, while the populatioMombasa reached 961,000.

Kenya's growing youthful population is increasinghygrating to urban areas in search of better eympémt
and education opportunities. Over the review perilod population was relatively young: 42.8% of the
population were aged 14 years or younger in 200@nwthe median age was 18.3 years. The populatiaisd
growing (albeit at a decreasing rate), possiblyahsee of reduced infant mortality, improved healttieness
and better health care. Due to increased ratagafurban influx, the proportion of younger ad(t8 to 34
year-olds) has surged from 53% of the urban andysban population in 2005 to 91% in 2009. Thisugrds
steadily driving consumption patterns. The youngiigrants into urban areas are helping to creatglar
population and consumption centres, raising denfi@nohanufactured products, utilities and housing.

As more and more young people leave their ancdatrdb for cities and abandon their traditionaksashey
are becoming more assertive and more aware ofrighiis. With their general preference for hip-royfture,
the youth are contributing to a fast and steadyimeof traditionalism. In urban areas, many pasdrgve not
been in a position to teach their children thdimnét languages, preferring English which is onéheftwo
official languages along with Swahili. Consequenthany young urban people are left to experimettt thie
languages picked up from the neighbourhood andddciibis has resulted in the development of Shang,
urban youth “sociolect” that combines English, Silvamd local languages and is popular among ttaagesl
below thirty in Kenya.

Young people also have more pocket money thanteaer children being born into many households els w
as the result of their own entrepreneurial act¥itiThey have increased purchasing power and amho
seeking but now also buying more youth-specificagoand services. Concern with personal appearamte a
fashion consciousness among young urban dwellerdraring demand for clothing, footwear, skin carel
beauty products. Skirts and long dresses are noanieg the exception rather than the rule sinceg éne
being replaced by ladies’ trousers and shorts.

The number of couples with dual incomes has inegas a growing number of educated women takehgp jo
More women are entering into formal employmentudahg in professions that had previously been cred
‘men-only’. These career women have more incomehvgives them power to decide what to buy for
themselves and their families. Women have beconre axtive in household purchase decisions, inctudin
decisions on buying high-price items like cars,ging and in-home consumer electronics. At the Sime

this trend has tended to delay marriages, furtb@ucing fertility rates. The increase in the nundferomen
pursuing careers has meant that more women hafieiesotf money to buy their children non-essentiat b
desirable goods, such as toys, games and fashiessaries. The increasingly educated urban woneealso
not sparing any opportunities to beautify themsglvenether that be through the use of cosmetiesen in
some cases cosmetic surgery.

The number of newly built dwellings in the countegpecially in urban areas, has not kept pacethéth
runaway demand. Whereas the demand for propegydlusive, high-income residential areas has begard
by Kenyans in the diaspora seeking to invest atedydngh rates of urbanisation have driven demand fo
housing in low-income and medium-income residertiabs. This has greatly contributed to increasése
prices of real estate as well as increases inlreatts in the middle- and low-income residentiglas. New
arrivals unable to afford the higher rents haventesl to living in informal housing units as a teomgry
measure before they secure a stable income. Thisx into informal settlements has compounded thens
problem in Kenyan urban areas.

Outlook

The rate of urbanisation is not projected to slm&rdhe forecast period. In fact, by 2020 13.8immllKkenyans
(26% of the population) will be urban dwellers cargd with 22% in 2009. The increasing urbanisati@m be
seen clearly in comparisons of population dengigople per square kilometre) over time. In 2005)\éés
population density was 63; by 2009 that had riserdtand by 2020 it is projected to be 91 peopiespaare
kilometre.

Impact

© Euromonitor International Page 2
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As seen during the review period, an increased eumburban dwellers influences consumer spendattgms
and this trend is expected to continue over thedast period as more Kenyans, particularly youngykias,
move to the country’s cities. It's expected tharéhwill be increased demand for products and cesvior
professionals, particularly women (for example,agning products and services, cosmetics, skin aimdchee
products, clothing and footwear). As well, the ghogvnumber of working women will drive demand foet
“outsourcing” of household tasks as well as proslticht make housework quicker and easier. Forrinsta
there is likely to be an increased demand for vacaleaners, dishwashers and packaged foods thateeq
minimal preparation. Home-cleaning services are k#gly to benefit from the increased number ofrking
women and their changing urban lifestyles.

With the greater number of dual-income househaidslhan areas, it's expected that there will baigre
participation in social activities like dining owisiting bars and clubs and taking vacations. Wihples
working and children attending school, there iglijkto be longer periods of time when no one isaahe,
driving demand for home security products.

Rapid urbanisation is expected to continue to betief country’s construction and housing industvizich has
seen business boom over the review period, alb#ituarying intensities as the proportion of urlzhrellers
grows. Over the forecast period, the populatioNaifobi is projected to increase by more than 52%ching
5.1 million inhabitants in 2020. At the same tirtieg population of Mombasa is projected to reachniilbon

in 2020.

Middle Class in Kenya Shrinks But Is Poised To Boun  ce Back

As in most developing countries, income distribatio Kenya is unequal, confirmed by the countryigiG
coefficient (a measure of inequality in a countey&alth distribution) score of over 42% in 2008t\B&en the
high-income and low-income groups, there has baetatively elastic group made up of middle-income
earners. In periods of economic growth, this Kenyeadle class constitutes around 30% of the pojmuiabut
in low growth periods the share tends to declinew@0%. The middle class thinned out slightly dgrihe
review period as more households dropped into lom@me brackets, thereby further widening the gap
between the rich and the poor. By the end of thieveperiod, the low-income groups constituted 806
Kenya’s households, up from 73% five years agoeeging the middle-income segment to a mere 18%ndow
from 27% in 2005. This situation has been attriblgtdo the effects of the global financial crigtee disruptions
caused by the recent post-election violence anéathae of the benefits of recent growth (in 2080& 2007) to
trickle down to lower-income groups, members ofakhhad poorer skills and generally low capital-good
ownership, leaving household incomes to lag fairzkthe rate of inflation and the cost of livingu®to the
declining household incomes, expenditure on noe+eids such as eating out, going on holidays aersdite
and recreation products and services shrunk.

Outlook

The ongoing economic recovery is expected to imptbe situation, driving increased household incoara,
in turn, driving increased consumer demand. Withambitious Vision 2030 programme in place alonip wi
increased government spending on infrastructungsacbn, health, tourism and agriculture, it isested that
the middle class in Kenya will regain its place gmnow further. The Kenyan government and centrakldaave
adopted strategies to encourage borrowing and timesg, including cautious government borrowingy, fai
interest rates and comfortable reserve ratios. 8 kgategies are meant to leave adequate funds in t
commercial banking system for borrowing and whilieiest rates are likely to stabilise at afforddélels. A
number of development projects and new businessrappties are expected to be generated through the
government’s youth and women funds, the constityelewelopment fund and local authority transferdfsinAt
the same time, several NGOs have emerged to prgmmetge enterprise and personal development. ¥ith
direct steps being taken, there is considerablientggrth among business people and consumers th&trbeast
period will bring with it better economic times ahigher earnings.

Impact

After sluggish improvements in sales even in peyioimoderate recovery, during the review period
manufacturers and retailers developed smaller ptquackage sizes and introduced less expensiverspior
services like air time for mobile phones. This \wagsponse to the declining numbers of middle-class
consumers. Whereas expenditure on basic food coitie®like maize flour was only slightly affected,
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spending on items like margarine and tomatoesmktlas less affluent consumers cut their household
expenditures, particularly around 2008. Ordinatilshan residents move to outlying residential aesasoon as
their incomes stabilise and a good number purchas®s but, with a decreasing middle class the mewnéto
better and slightly more expensive housing unds/ed. The product category most affected by théirdag
expenditure was clothing and footwear. Not only aicisumers cut their expenditure but when theybdigd
clothes many resorted to second-hand items. Léseiaf consumers also scaled down from relatively
expensive body care products to cheaper altersativ@wever, demand from the fashion-conscious yoftith
Kenya, Kenyans pursuing careers and the more aftftensumers cushioned the blow of declining sales
trendy and fashionable clothing and footwear.

The Kenyan economy is projected to grow by 4% oreniio 2010. In line with that growth, disposableames
and purchasing power are expected to graduallyawgorin particular, it is projected that there vbidl increased
consumer expenditure on communications equipmehsarvices and other technology-related produsts, a
well as increased consumer expenditure on heatitiyets and medical services as a growing number of
Kenyans seek to raise their health status sottibn a par with the rest of the world.

Planned expansion into regional markets is likelpaost sales as the country moves into the forgeeaid.
The East African Common Market which came into @ffa June 2010 is a timely development and it will
allow manufacturers to further diversify their metkand expand their client bases throughout tieme
hopefully leading to job growth and increased hbotincomes.

Increasing Household Demand for Education and Train ing

During the review period, many Kenyans displayé@en interest in education and training and theéymre
emphasis on the quality and flexibility of thatitiag. Intensified competition in the job marketduced
teacher-pupil ratios and inadequate facilities angnpublic primary schools have driven increasedatel by
consumers for the services of private (and sigaifity more expensive) educational institutions.Wgwer
children and higher incomes, an increasing numbparents are devoting larger portions of theipd&able
incomes to give their children what they believédl b a better start in life through a quality edtion. Over
80% of Kenyan parents said that they were willimgay for private tuition for their children duritige review
period.

Students who pass the national primary school exatioins with good grades get admission to high-
performance national and provincial secondary sishddtending these schools give them a better oharh
qualifying for admission into a several universiggree courses as well as publicly subsidisedtgrti
education. Over the years, the Joint Admissiong@@®\B) has annually established the cutoff pofats
admission into the regular, government-sponsoredrammes in public universities and these have beemy
due to improved performance at the secondary-sdbwel. However, this has occurred in the facetafsating
public financial support for universities. This aesant that secondary-school leavers from lesgeattl
households who have passed the national secondaapleexams and qualified to study at the univeisitel
but missed the JAB cutoff points for public sporssip have been prematurely entering the labouefatc
lower levels. The cheapest four-year universityrdegourse costs at least KES 500,000 while theageenon-
graduate salary is KES 15,000. After working fomsotime, an increasing number of those “left ouit” o
university saved and took study loans and regidtBmecourses at various tertiary institutions amdversities.
With the introduction of parallel (module Il/opezakning/distance learning) degree programmes ffr se
sponsored students and the growth in the numberivadte universities and other tertiary level indtons, an
increased number of adults have been finding thayr to lecture halls. New flexible market-orientslirses
are being introduced and the demand for educaétated products has been growing fast and steadily.

Outlook

The increased demand for private schools and haitiert services seen during the review period {paldrly
in urban areas) is expected to continue to grover the forecast period. Being too busy and unabtieticate
enough time to help their children with their honoeky urban parents will be more willing to eitherel their
children in neighbourhood tuition centres or empgbogfessional home tutors.

During the review period, the higher education @esatitnessed a significant increase in the numib@eople
over 30 years-old enrolling for university coursghis is expected to continue over a large pathefforecast
period but it is likely to stabilise towards 2020the institutions that will have been establisbedxpanded by
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2015 will be maturing and bringing the market taiégrium. Further growth opportunities will theifter exist
for services related to international networks affifiated organizations as an increasing numbéd€eariyans
set their sights on meeting international standards

Impact

Demand from most parents who were willing and readyay for better secondary school services wargely
unmet during the review period. Investment in seleoy schools has remained low partly due to thigindr
financial requirements. The forecast period istafure, expected to offer irresistible opporturstier
entrepreneurs who might be able to offer produatsservices that cater to parents’ demand for datuned and
tuition services.

At the lower levels, the increased demand for gualimary school education is likely to continuempting
the opening of more private schools and theseng#ld qualified teachers. At the higher levels,niecased
demand for highly qualified instructors and professseen during the review period is likely to éaune in the
forecast period as universities, colleges and d#réiary education institutions continue to expahlde market
was already keen on international education staisdand so the process of seeking accreditatioffitatéon
with international centres of excellence is likedycontinue. Moreover, there is likely to be arrgased demand
for communications products and services and dtiggr-technology products to facilitate more effidie
learning and studying. Computers, software andrdéaning aids are likely to see increased denused the
forecast period as studying at home becomes paopular

Information and Communications Products and Service s Set To Grow

One of the biggest ideas in the developing worktbioed in Kenya when, in 2007, Safaricom enabledyléeo
be the first country in the world to use mobile pés for cash transfers via the M-PESA service.dountry
where access to financial services has been waatkcydarly in rural areas, and where remittanday pn
important role in bridging expenditure gaps, thasvice was godsend and its uptake has been exaaptio
Within three years of operation, M-PESA has worbglaawards and has managed to register close ¢o nin
million customers.

Over the years, access to desktop computers ataptapas been reserved for middle- and high-income
consumers and, to a lesser extent, for universityents. However, during the review period thers aa
increase in the rates of computer ownership arnldenuse of smartphones (GPRS- or UMTS-enabledjezet
goods become more affordable. Universal Mobile daemunications System (UMTS) is one of the third-
generation (3G) mobile-telecommunications techniel@creasingly being adopted, while the GeneaakBt
Radio Service (GPRS) is a packet-oriented mobita garvice available to users of the 2G cellular-
communication systems, the global system for matglamunications (GSM), and for users of the 3Gesyist
A further boost for the increasing use of the in&rinformation and data transfer has come with the
introduction of fibre optic cable into Kenya, thartk the efforts of The East African Marine Syst@iBAMS)
and the Eastern Africa Submarine Cable System (A%®nong others. Fibre optic cable has enabled
communication companies like Safaricom to focuslata services as the foundation of their next lefel
expansion and growth.

There has been a growing household penetratiorobflenphones. From teens to members of the older
generations, almost all Kenyans are using mobitsph in new and exciting ways. Those with smartphaan
easily get instant updates from social networkitgssenquire about market commaodity prices, orgsy
supplies, restock, pay utility and hospital bitisceive wages, transfer school fees and pay fairath. In 2010
mobile banking moved to the next level as Safariemh Equity Bank announced a partnership to intcedy-
KESHO, a product enabling registered users and bao&unt owners to transfer monies into their bank
accounts and ask for small loans at very minimat é@@m any location. Safaricom and Family Bankéhalso
announced plans to offer Pesa Pap, a product sitoild-KESHO. Given that the outreach of banking/eees
remains limited in Kenya, with only an estimatedd.8% of the rural population having access tonfoe
services, such innovations promise a huge socjgatnand have immense growth potential.

Outlook

The use of information and communication technolisgyound to increase as it becomes more and more
affordable to the growing middle class. The peragatof households possessing a mobile phone isqgbeoj to
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increase from nearly 53% in 2010 to 73.3% in 20@0increasing number of businesses are also offerin
technology-based products and this will also sémv&imulate consumer demand. According to the Gént
Bank of Kenya’s Bank Supervision Annual Report 28®out of the country’s 44 commercial banks piedi
electronic banking services in 2009.

The other mobile phone companies are followingisuilhe provision of products targeting interne¢nssand
people who frequently transfer money. Acquirin@p-bf-the-range BlackBerry or the latest laptop hesome
the mark of technological sophistication among ypadults and the market for such products, togetiitér
their associated software, looks very bright oherforecast period.

Impact

SMS messaging has expanded the range of cheap auoation tools available to less affluent Kenyamih
air time being available in denominations as smslKES 10 (US$0.14) to KES 500 (US$7). The new
developments in information and communication tedbgy have also improved the purchasing power iialru
areas since members of isolated communities now lkrow to quickly and cheaply receive remittances by
using M-PESA and their relatives or friends can megularly send them remittances at their convergen
Communities have also realised the advantagesing tiseir mobile phones to develop early warnind an
security alarm systems.

The widespread uptake and use of the M-PESA seavidghe increasing use of mobile phones for brogven
the internet have driven sales of airtime, mobfenes and software over the review period. Numesengce
providers have emerged and all of these changesffaaing nearly every aspect of life in Kenyaesh trends
are likely to continue over the forecast periodtipalarly as tech-savvy kids and tweens get oltet demand
for technology increases. As well, as disposalderimes rebound there are many older Kenyans nagralyr
using information and communication products wtmliely to join their friends who so use them smat to
be left behind.

the Bottle, the Screen and the Buddies for Recreati on

During the review period, Kenyans spent their tige in a variety of ways. Children enjoyed playwidgeo
games and toys with their neighbours. Among thetipopgular toys purchased were automobiles withebgit
driven engines, teddy bears and dolls.

Many adolescents and college students not onlyhedtgames like basketball and football during tfrei
time but also enjoyed playing them. Others pretetoewatch movies with friends, listen to musicead
novels. For their part, young women and middle-agethen often enjoyed spending time with their fdgn
shopping (often for beauty, hair care and skin gaoglucts), visiting hair salons or watching pops@ap
operas on television. Some women attended ‘mersgegods’, regular meetings of groups of women wbolp
funds and give or lend one member part or all efftinds at each meeting. This form of investment
compensates for the impossibility of many womeadoess credit from commercial banks.

Men are more likely to spend their spare time wiagtiootball matches in their favourite pubs witlehds
over alcoholic drinks. Family free-time activitieelude visiting national parks, arboretums oraasants.
Younger couples occasionally go dancing in popdiscos and clubs.

Outlook

Expenditure on products and services for childireiuding traditional toys and games and video garse
likely to increase over the forecast period asasgjple incomes increase. Games, particularly fdptya

likely to hold a high spot amongst the activitiéskenyan males (and amongst an increasing number of
females, too). Demand for products related to teisime, such as food and beverages, sports ctptrid
footwear, video game and DVD movies and even beauatgtucts is likely to grow significantly over the
forecast period as population growth rates andnisb#ion rates rise. At the same time, a significand
growing number of Kenyans are likely to adopt Haaltlifestyles and undertake fitness activitiesimy their
free time, particularly as the level of awareneass iaformation on the dangers of sedentary lifestyhcreases.

Impact
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Kenyans' tendency to enjoy their leisure time ia tompany of friends contributed to growth in dedchor a
number of consumer products during the review peiiiecluding toys and games, video games, video
recorders, mobile phones and branded sportsweausiyg their free time to meet with others and tlgve
pools of funds which can be lent to members, wohsare been able to afford relatively expensive hoolsk
durable goods, holidays, clothing and footwearubeaare and fragrances. As well, they have beéntab
make more frequent visits to salons without muanalge to the household budgets. During the revigwge
there was an increase in the number of beauty salod hair stylists in Kenya, many of whom alselstal
beauty, hair, skin and body care products. Ovefdtexast period, it is expected that there wililereased
demand for such products.

Men'’s preference for watching matches involvingdggan football teams in pubs while drinking drove
increased sales of on-trade alcoholic drinks. Ruhens and club owners have made efforts to lengtien
drinking sessions by incorporating huge flat-scrietevision sets and this is expected to help dsales growth
over the forecast period.

Television sets are popular because of their viitgaChildren who use them to play video gamedplascents
watch movies, women watch soap operas and men wateb and sports. Expenditure on bigger flat-screen
television sets and home cinema equipment is egddotincrease over the forecast period.

CONSUMER SEGMENTATION

Babies and Infants

The share of this consumer group increased sligivily the review period from 9.4% (3.7 million)2005 to
around 10.5% (4.2 million) in 2009. Its share @ gopulation is expected to decrease to 9.5% b$,2011d to
8.6% by 2020. Compared to the previous years ntrease observed over the review period was oigltsh
trend which is attributable to falling fertility tes, increased urbanisation, improvement in theatin of
women (enabling them to make informed decisions),\aider availability of effective birth-control rtreods.
Over the review period, there were high levelsmdwledge of modern family-planning methods among
married women aged 15-49, with 95% having acquhedelevant knowledge. Those whose demand for
family-planning products were reportedly effectivehtisfied made up 63% of the total populatiomafried
women aged 15-49.

Previously, children in Kenya were seen as a soafrsecurity in old age; hence, more was preferabfewer.
Currently, people prefer to give birth to fewerldrén and take better care of them (materially atheérwise),
since they then have relatively more resourceswvest in their children’s development. Accordinghie United
Nations Children’s Education Fund (UNICEF), totaltility rates in Kenya had dropped to 4.9 by 2009.
Increased urbanisation has also meant that morenanel couples are taking up jobs away from horis;Has
reduced the total amount of time available for girig up children, leading many couples to decideaee
fewer children. The high costs of bringing up dctim a society characterised by a steady dectireommunal
ways of living and which is becoming increasinghpitalistic and individualistic, also dissuadeduanver of
people from having many children. However, evenugiofertility rates declined over the review peritte
overall population of babies and infants rose byp%2over the review period due to the hidden momaraf
population growth. Consequently, the overall popaoikeof this group is expected to grow by 4.9% oer
forecast period. The annual increases in the nuwsrifdrabies over the forecast period are expeoteéddrease
given the change in attitude in favour of fewerdfgn per woman.

Impact

Demand for such products as baby powder, babyadthes, food, drink, diapers, toys and gameseased in
line with increases in the overall population obtes and infants over the review period. Whereelzge
competing needs, expenditure on baby products alaiays has priority over other items in the budgfe
many Kenyan households.

With the population of babies and infants expettegrow in the forecast period, sales of goodssardices
used by this group of people will continue to gr@ver the years, better-informed working parenisehzeen
moving from the previously widespread use of relesabtton nappies to improved (disposable) nappiesa
result of the improved demand, the market for potslhas continued to attract new suppliers in teeyan
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economy. In May 2009, for instance, Proctor and RlartP&G) launched its improved Pampers Magic brand
in Kenya, a development that was highly welcomea lmpmber of consumers. Being aware of parentsttsff
to offer their babies the best, producers like R&@nsified their informative advertisements effoahd
emphasised the need for babies to play freely kg donger to enhance their cognitive and physical
development. Such efforts were boosted by the K&agdiatric Association (KPA), which endorsed Paspe
as the most effective diaper brand in the market.

For its part, Johnson and Johnson — one of thelegers in the market for baby products such asdegownd
skin-care products — has engaged in community dpwant services, such as sponsoring the trainimgisies
in an effort to improve children development. Saclivities have also been popular and effectivyeromoting
products used by babies and infants.

Elsewhere, the prevailing increase in rural-urbagration will further increase demand for day case
increasing numbers of young couples take up empdoyim urban areas. Previous patterns of havinggeu
relatives as child-minders have been curtailecabyong other things, the decline in communal wayfeand
the reintroduction of free and compulsory primadyeation, leaving only the options of day carermpying
house helps. Service providers are already respgrdithe growing demand for child care as witnéssehe
emergence and growth in the numbers of house diui€aus and day-care centres in many urban and som
rural areas. The house girls being offered are gvew not optimally trained to care for babies, arahy of the
day-care centres are still ill-equipped. This tfene offers a market niche for service provider®whn inject
the appropriate level of quality desired by the kear

Kids

Accounting for 17.8% of the whole population in 80those aged 3-8 years constituted the seconesiarg
consumer group over the review period. This graugxpected to grow in size and form 17.9% of thal to
population (the largest consumer group) by 201thadabies born over the review period grow upoteef
falling to 16.7% by 2020, when the group will beead in size to that of people in their twentiese3e are
Kenyans born in the early years of the 21st centamg most of them are in the early stages of pgirsahool
education. Despite falling fertility and fluctuagitout generally decreasing birth rates over thenegears, the
size of this group increased throughout the reysewod due to the hidden momentum of populatiomjio

For many low- and middle-income households, thegmree of babies often decreases the spending sn kid
tweenagers, teenagers and adults (proportionateheiorder in which they are listed), since theiéshave
priority. When a list of priorities has to be dravpmoducts for newborns often rank at the top. Riggder the
frequency with which newborns arrive into the hdwdds and the higher the number of babies, therolee
expenditure on everyone else. At a higher level hiigher the number of infants, the lower the exiere on
products for kids is likely to be. Although kidgef try to persuade their parents to buy them iceitems, the
ultimate decision often rests with the parents, wdserve the final say in whatever expenditure cctar the
kids. Among the middle- and high-income househattigdren often accompany their parents during main
(monthly) shopping occasions and help choose thethes, sweets and toys. Subject to their parepision
on what clothes are appropriate for their agejtéras chosen by the children are often bought,itaftithin
reasonable price limits. Among low-income housesgoftwever, children rarely have the chance to shoo
their clothes and toys; instead, parents purchadeeesent such products to them and, on the feasians
when children do, budget considerations often aNerheir choices. Clothes, shoes, digital wristohas, toys
and, to a much lesser extent, bicycles are the it@is traditionally purchased by or for this group

A great majority of Kenyan parents still have aweity paternalistic attitude towards their childieemd prefer to
maintain control over the choice of products usgthiem. Even among the fairly liberal (high-incoraéje,
the allowance for choice is often limited to togslour, brand and source. The decision on the stsges
design, number and price is almost always madédparents or with their approval, especially whe@omes
to clothes. Besides, kids are rarely given cashdibeé a reasonable amount of pocket money) or debitit
cards with which to independently shop.

Spending on advertising to children has been omisieeover the review period. The main consumenste
targeted by advertising at children include cloghémd footwear, learning items (pens, exercisaeyidigaand
story books), breakfast foods (beverages such ks Madbury’s Cocoa; milk; cereal foods and marggrand
baked/packed foods, shoe polish (such as Kiwi),taathpastes. Others are chocolate bars, candilesddnks,
video games and game cubes, films and soap opéaasifacturers have also incorporated a type of etary
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in which kids aim at obtaining product packs witttain numbers printed on them with which they thiair
friends and schools certain benefits, for examgdieicational tours.

Impact

Whereas mobile-phone use among Kenyan childrdsiigyr it is digital-sound products such as MP3/pla,
video and computer games, and game cubes thafdémweed prominently among the new types of pragluct
purchased for kids. However, a majority of Kenyanegmts are still reserved when it comes to puraolgasiich
types of products, since they consider them asagdtébns from the all-important school work. Sonaegmts
also have reservations when it comes to childreuisiog access to video equipment, for fear ofrtihildren
accessing pornographic and violent material. Orother hand, kids in Kenya are also becoming irginggy
vocal, relative to recent decades. Moreover, ¢naitt a potential role in spending decisions as stressed
parents substitute material goods for time spettt thieir kids.

Demand for quality pre-primary and primary-schadlieation increased over the review period, since an
increased number of parents could afford bettelitgusducational and day-care services. Over thedast
period, there is likely to be a sustained incréeagiemand not only for food (especially fast fosdsh as
French fries), clothing and footwear but, more imgotly, for quality educational and day-care segsibesides
toys (including bicycles), as more and more workinge-stressed parents aim for the best in théartsfto
substitute material goods and services for timatspéh their kids.

Marketers have come up with various strategieanget children, tweenagers and teenagers. Theai &m
exploitation of the ‘pestering power’; appealinghe specific psychological, emotional and socesds of
kids; and relying on the ‘coolest’ kids to help prate their products as ‘must-haves’. In addititveytmake
efforts to instil brand loyalty from an early agedaeven donate certain branded equipment useddyirki
educational institutions.

The combined effects of these trends has beerivie siles of products used by this group of theufadjon,
with market niches appearing in quick successigredding on what is deemed ‘cool’ by the childremaxious
points in time. These trends will continue drivigigpwth in the forecast period as spending powesawe in
tandem with improvements in economic growth, urbaton and employment figures.

Tweenagers

This consumer group (aged 9-12 years) constitutd @f the total population by 2009, and its share
expected to grow in the forecast period, reachih@% by 2015, albeit with a small decrease to 10b$92020.
These are children who were born towards the enleofast decade of the 20th century and at thanbiegy of
the 21st century, when significant attitude shiiitGavour of fewer children had just begun to béces. The
use of contraceptives was just gaining popularity #ne level of knowledge about them among womes stid
relatively low. Just coming from a period fraughthweconomic mismanagement, during which career
perspectives were relatively bleak, giving birtmtany children was still preferable to bearingw.fés such,
the number of tweenagers increased over the repigiod and a further increase is expected in theckst
period as the infants born in the review periodagup.

In Kenya, just like in most of the other partstoé tvorld, the tweenagers are fast copying teenagetsire
aiming at increasing sophistication. At this agestrKenyan tweenagers are in the upper primaryscral
have an improved voice in the household since paetpect them to have a better understanding. grhtheir
parents make most of the major decisions, they bauee leeway in decision-making, for instance vibdtuy
with their pocket money. Besides using their pegtaver, this group use rational arguments to carevtheir
parents to purchase them certain products (priegdrg their monthly pocket monies). Besides, soigk-h
and middle-income parents simply want to pampeir tie princesses and princes.

However, Kenyan tweenagers almost always want lineo their peers, to do almost everything tieiers
do, and to have almost everything their peers h@eepared to previous generations, they have numesa to
magazines, favourite television programmes anduat@pastimes, most of which they have in commdth w
their friends. They influence each other’s viewd an-operate in designing strategies for gettingteter it is
they want from their parents. Most Kenyan tweensiger instance, go shopping together, watch teieni
programmes together, and share dressing tasteshaitifavourite friends. They are not left outlire
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endeavour to be seen as being trendy or ‘cool’.tiasents start giving their children pocket monege they
reach this age group to shop for and purchase itdittneir liking.

The prevailing trends in favour of fewer childresvi also meant that tweenagers receive more poukay
and improved purchases from their parents. Wheveasnagers receiving pocket money were the exagptio
rather than the rule in the 1980s, Kenyan tweersagi@rently have pocket money on average of apprately
KES300 (US$4) per month. They have therefore egpead an improvement in their own spending power.
Whereas items like air time, MP3 players, beaubdpcts, packs of playing cards, bangles, ear riiags foods,
popcorns, finger rings and bars of chocolate aendfought from pocket monies, other major ones lik
clothing, footwear, cell phones besides obligatorgs like school items and sanitary pads areoftih
purchased for them by their parents. Changingtiifepatterns have also contributed to the impaeanf this
consumer group. Whereas the tweenagers of the 18@dd be engaged in cattle-feeding and domesticesh
such as water and firewood collection, declineefling as a key economic activity in many aredsefya
and the adoption of new ways of water and energplgthave been changing the lifestyle patterns of
tweenagers. Increased urbanisation has also nfegtravter the review period, a significantly highnwher of
tweenagers spent more hours watching televisiotghiray films or listening to their favourite radébows.

Playing football with neighbourhood tweenagers liogg visiting friends, watching films and teleisi
programmes, playing video games or cards and ayith family pets are among the popular leisungeti
activities among Kenyan tweenagers. After excitegihding short messages to each other via mohiegs,
they like spending time with their friends whilet@aing up on the latest trends and happeningseis¢hool or
neighbourhood. A packet of French fries shared wiémds at the nearest McDonald’s while admiriagHions
and hair styles in a fashion magazine (girls) otchimg the latest action movie with friends (boigsyalued
quite highly among the Kenyan tweenagers. Wherbtlte sight of adults, a number of mischievous
tweenagers experiment with cigarettes and/or alcdtnds has largely been blamed on aggressive &idiray
by cigarettes and alcoholic drink companies, peesgure, demonstration effects from adults andegtr
children being used as traffickers, for they rditbe suspicion. Over the review period, tightegulation on
advertisement of cigarette and alcoholic drinkseniatroduced.

Impact

The widespread habit of sending short messagegetw§ via mobile phones contributed to the highagh
rates witnessed in the communication industry dvereview period. Expenditure on trendy pairstafrts,
pairs of trousers, tops, T-shirts, sports shodmaldtems and skin-care and beauty products asefited
significantly from the prevalent trends, especigiiyen the improvements in disposable incomes esnps
chose to have fewer babies. As witnessed by thiioporg of buildings in Nairobi’'s central businedistrict to
set up smaller shops (exhibition stalls), numeretailers emerged to meet the growing demand nigtfon
popular music but also for electronic equipmengubg products, clothing and footwear. As such,dyeitems
seen by the tweenagers on television the previaekywbecome readily obtainable in the following kvee

Urban youths largely influence the consumptiongratt of their rural counterparts, who have loweeas to
the media and other sources of information. Besidasents observe the types of products other tagsrs
possess and try to purchase the same for theitwesnagers. The increased expenditure on prodsets oy
tweenagers is therefore likely to continue intoftvecast period. Education services, communicat@mices,
clothing and footwear as well as expenditure origtide sound devices are likely to attract soménefgreatest
growth in consumer expenditure over the forecasoge

Teens

The fact that birth and fertility rates were higirethe period 1990-1996 was reflected in the patpoh of the
teenagers, which accounted for 15.4% of the totady&n population over the review period. The figytiiate in
Kenya was 5.4 children per woman by 1993. The o of this group grew by 3% over the review péri
and this group is expected to constitute a redpcegortion of 15.0% of the Kenyan population in 3G the
effects of falling birth and fertility rates witngsd in the run-up to the review period and in dsrse become
more manifest. Nevertheless, this decline in ttegeslf this group will however constitute no redas in their
population as there will be positive growth.

In Kenya, teens form a very important and critimahsumer group whose significance has been groswagy
year. This is a group of adolescent and young guhdple who are either in the last year of thampry school
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level, in secondary school or in the initial stagesertiary institutions of learning. Some havie $ehool and
engaged in micro- and small-enterprise activitidsje a few are employed. Apart from changing lijes
patterns away from the traditional manual choreh s herding, the review period saw increased
entrepreneurial activities initiated and executgddens, who mostly engaged in income-generatitaglire
and services business such as hair-cutting andlbitgxi services (Boda Boda) immediately aftevieg
school and even while still studying. There wasdded impetus to youth entrepreneurship when the
government rolled out the National Youth Fund tpiove access to start capital for the teens aret gttung
persons. Kenyan teenagers also increasingly amesgjgely pursuing and engaging in part-time warid
these trends complement the pocket monies theiweeaad boost their own purchasing powers.

By 2009, teens were obtaining an average of KE$B&$7) in monthly pocket monies from their parents
and/or guardians. Teens in boarding schools asasdtose from middle- and high-income households
obtained significantly higher amounts of pocket myrBesides partaking in some spheres of genaralyfa
decision-making, teenagers have more freedom faopal decision-making, with parents playing more
guidance and advisory roles besides providing fir@support for the decisions being made by teblust
teenagers freely choose their hairstyles, clothimotwear, subjects studied at secondary schoalefisas
courses taken at the tertiary level of educatinrietms of when to go out and when to return, fereéns are
more tightly controlled and monitored by their paeethan their male counterparts.

Favourite pastimes include watching football gaimebke British Premier League, EUFA Cup, La Liga,
Bundesliga or CAF cup. Other popular pastimes falenteenagers are watching Kenyan Rugby matches and
American Basketball games (NBA). Over 60% of thdenteenagers in Kenya have a favourite European
football club and footballer whose number or naheeteens often like to have printed on their TishiGirls,

on the other hand, prefer to spend most of thee fime watching beauty pageantry, reality-TV shang
celebrity functions. From these favourite pastinties,teenagers identify with certain personaliié®m they
greatly admire, and the manners and dressing ¢ff gersonalities influence their choices and haBiesides
sportsmen and models, the hip-hop sub-culture éapld infiltrated into the dressing patterns ohagers.

Teens also like to party and (especially those @8eyears) drink in their free time and during smhwlidays.
Among the most enjoyable out-of-home events argingrout with friends of the opposite sex, goingltecos
or attending sports events with friends. The langeply of alcoholic drinks, loud music and dance dre
presence of many people of the opposite sex haye foeind to be the overriding reasons why manystéand
even adults) attend sports events such as thei Safagns rugby event. Musical concerts by leadéugae, hip-
hop or rhythm and blues musicians are also pop8lach events give teens a chance to show off titeeidy
clothes, hair styles and shoes. These preferemcelabits have been noted by advertisers, whotttegas
with designer and branded clothing and footweah siscTommy Hilfiger, Calvin Klein, Levis, Adidas@n
Puma. Other products targeted at teenagers intbudeost ones like canned beers, spirits packezhahets,
take-away fast foods, men’s necklaces and earrgtgds and deodorants.

Apart from those in their twenties, teenagers aobably the single-largest section of the Kenyapypation
actively using the internet (chatting, browsing tlee latest news, downloading music and ring tgneih the
latest big thing being Facebook, Twitter and You&urough which teens make more friends, share
experiences, get updates on latest fashions ans aegvrecommend products to each other. The usachf
websites as Facebook and YouTube has grown in aogulo such an extent that many politicians wesing
them effectively during campaigns for the 2007 plestial, parliamentary and civic elections. Magkbave
also noticed the potential of internet advertisamgl exploited it. It has also been challengingftectively
regulate the advertisements carried through thegriet, with some blaming it, together with the &ggive
advertisements and the inconsiderate retailersasisdy sell age-restricted products to teenagershe rise in
teenage substance abuse. According to the Naf@arapaign Against Drug Abuse Authority, teenagees ar
experimenting with drugs, cigarettes and alcohaioks from a very young age, and substance abusag
this group is on the rise. A private survey cargedlin 2009 also showed that alcohol and cigaretéewas
common and began as early as before age 11. Theysalso found out that mothers’ education had a
significant but negative correlation with abuse disted teenagers frequently resort to criminahatisis to
support their consumption of khat (miraa), alcohdliinks (the traditional beer chang’aa, bottledrtand
spirits), Cannabis sativa (bhang), cocaine, mophind heroin. Abuse of alcohol has also been lin&ede
faster spread of HIV/AIDS among teenagers, sineg tlecision-making ability and power of restrdiecome
impaired.

Impact
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Video and computer games such as Sudoku, Karaakdlismendo have experienced a rise in popularitgragn
the youth recently. In response to the increasedbeus of internet users, numerous private comniergizer
cafés emerged during the review period. Since taemsery fashion-conscious and easily influencetrdnds
from the media, popular habits and mannerisms arneledrities (such as international and local fathtbtars,
actors, singers and models) were increasingly adopy Kenyan teens, leading to increased demarahfibr
expenditure on items admired by the teens. By Waxample, expenditure on haircuts, hairstylesotes,
piercing, jeans, caps, earrings, necklaces, naikhahair pieces and bangles rose significanthr ¢le review
period. This group of consumers increased in nurahdris projected to increase further during thredast
period.

Twenty-somethings

Accounting for 18.9% in 2009, this group of consusneonstituted the largest section of the poputatieer the
review period. The population of these individuatgst of whom were born during the relatively hitth rate
years of the 1980s, is growing but at a decreasiteg and so they are expected to make up a sligidlced
proportion of 17.8% of the total population by 20Girl 17.1% by 2020.

Many people in this population category are jushpleting their college education, settling intoesns or
setting up families and having their first few kitlghereas those in their early twenties are sfiically
carefree given their lack of responsibilities, thas their middle and late twenties are beginningdt quite
focused in life. Around half of these people areriad, while most of the rest are either cohabitivith
partners with the intention of settling down intamage, or engaged in serious relationships wijtbtantial
life partner. It is the group with the highest leg&migration into urban areas. Among those livingural
areas, the wives often take up crop farming, tearcbr trading, as well as home making, while thebiands
engage in technical jobs like plumbing, weldingsowry, in addition to cattle keeping. Members df tiroup
who reside in urban areas are often employed irydenel positions in the manufacturing, constrontor
service industries. Most people in this group aigdhe-income-earners at best. In cases where ehildre
already present, couples engage the services gfrbatulers or day-care institutions to take carthefr
children while they work. This group of people aomsciously deciding to have fewer children in thiétime
due to the improvements in their levels of inforimat access to birth control methods and busiestifles, as
well as an enhanced ability to earn and save fbagk. They want to give their children the beat the careers
can enable them to. They spend significant amoamtsaby products, food, rent and fares (since stikt
commute). Many of those in urban areas do majoping together as a family with each one pickirg th
necessary and desired items from supermarket shelve

As seen over the review period, some of the oldembers of this group enrol in colleges for further
qualifications or to acquire an education that tbeyld not afford in their earlier years. The yoenghembers
of this group, having just left their teenage years still quite fashion-conscious but with a mionproved
touch of sophistication or professionalism. Thely jsay a lot of attention to their appearance saaproject a
professional image at their work places, feel gaod also impress those around them. As may be &qdhe
aim to dress and appear cool is still fresh ambnge in their early twenties while the aim to drasd appear
focused in the chosen line of career is strongamanthose in their late twenties. Business-cado#tes,
designer suits, skin and hair care products antiviear attract a significant amount of their totgbenditures.
However, it is mostly those in their mid- and lateenties who have a strong spending power, siregdinger
members of this group have just or are just fimigtéollege education and their income streamstdlre s
unstable. Those in their mid-twenties tend to spamtousehold items, furniture and fittings, whilese in
their late twenties tend to spend on themselvegtagidfew kids. A few of those in their late twiss have
taken car loans and mortgages. People in this gatsapsupport other relatives and parents in paés of the
country through remittances and occasional purchddes group accounted for the largest increasése
overall number of households in Kenya and theemigcreasingly popular desire (especially amoeg th
females) for spending extravagantly on high-profileddings.

In their free time, young men in this group prefehave weekends out of town with friends, teaninupcal
pubs after work to watch football and catch up aleoholic drinks (with roast meat — Nyama chomd)ile
their female counterparts meet up to share expreand go shopping for the much talked-abouttlatesie
or beauty product.

Many women in this group open their first bank aots and explore markets for health insurancepliiécies,
investment products, mortgages and pension sch&aaks are expanding products targeted at womedn wit
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reported success. The Standard Chartered Bank Kemyted introduced an appropriately named bank
account, ‘Diva’, specifically designed to cater foe woman'’s changing lifestyle and needs, in @i the
Diva Chamma (club) account to target the fundsuesdly raised by women’s groups. Mostly to mitigate
unforeseen effects in cases of divorce, many woseeretly keep some money aside for a rainy day. The
Chamas (women’s merry-go-round investment grougs)e continued to thrive because they enable wdmen
buy land and property as well as save money indipely from their husbands.

Impact

Growth in expenditure on alcoholic beverages, tobabeauty products, skin and hair products, atasel
banking products, is expected to continue amorgbpulation group. Partly due to their love fovexwturous
escapes (which they could afford), domestic toussimerienced significant growth over the reviewiqgubrThe
forecast period is expected to witness further gnaalbeit at a reduced rate) in the demand faseatand other
products as employment and incomes grow and as amatenore Kenyans afford products previously beyond
their reach. The increasingly popular trend of sl extravagantly on high-profile weddings hastiethe
emergence of specialised one-stop wedding servaders, which are highly likely to realise trendens
growth in the forecast period.

Elsewhere, the growth in the population of thisugrand the increased number of rural urban immtgran
contributed to housing shortages witnessed in noglbgn areas such as Nairobi and Kisumu cities theer
review period. Private developers have intensifiesdr investment in the urban housing sector, beitdemand
for affordable housing still outstrips the suppiyflr, hugely increasing rents and property priéesthis group
increases, the current shortage is likely to pensis the forecast period.

Thirty-somethings

This group of consumers had a share of 11.8% ototiaé¢ population by the end of the review peridd.the
twenty-somethings grow older, the share of thayttiomethings is expected to increase to 13.1%04 2nd
13.6% by 2020. Just like the twenty-somethingspjeemn this group were born at a time when mangpir
favoured having many children and mortality ratesenstill relatively high. More specifically, theyere born
in the 1970s and matured during the 1990s, whery&aras implementing a set of structural adjustment
programmes recommended by the Bretton Woods itistits With poor economic management, sometimes
negative economic growth, much-reduced donor fupdimd frozen multilateral aid, those were certaialygh
times for a maturing people seeking entry into eegeThe introduction of multi-party politics inet1990s
found this group in their teenage and early twentlde major effects of HIV/AIDS acquired more atien
during their teenage years, and use of contraephiegan to be widely accepted. Contraceptive asgtown
from 7% in 1978 to over 30%.

A majority of the females in this group have mdrart three children. Just like the twenty-somethingsny of
those in their thirties have decided in favourefér children, for which they can have more disptesancome.
Over 80% are married or have had their first mgasa On the other hand, a significant number chmirb
females in their thirties are remaining single, thiee with or without children. Having settled incopations,
thirty-somethings tend to have relatively stabld esgular sources of income, most of which is spantent,
mortgage servicing, food, children’s school feesms$port and clothing (mostly for their childremhey value
stability and predictability in their lives, witlesroutines and patterns of daily, monthly or ahactvities.
Most of the people in this group who live in urkaeas undertake major shopping from supermarketsdr
month ends, while their rural counterparts do tmae from open-air markets once or twice a monticeSa
majority are married or cohabiting in a long-teriabde relationship, the women do most of the shagppr the
whole family, although most men purchase their alathing, footwear, alcoholic drinks and cigaretté®st
have dual incomes and roles have been sharedtheithusbands often taking care of rent and majovadees
expenditures while the wives take care of regutarsekeeping and children’s medical bills. A numitgve
taken car loans and mortgages.

Over 50% of those in their thirties and forties aitber living with and/or financially supportingher relatives
within their (mostly) urban areas of residence. {€any to past practices whereby newly married cesifived
in the homesteads of the man and bore them grdddefiwho helped them take care of their ageingmar
the younger people nowadays tend to move to urlEasas soon as possible, where they temporaaiyyvgth
their relatives as they look for employment. In theal areas, they leave behind middle-aged angedgble in
need of support. In addition to these, the numbéH@/AIDS orphans left in the care of grandparehés also
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tremendously increased in the last two decaddmuwdh the Kenyan government is yet to establispro
public support structures for such people. Thet gdileaving helpless ageing parents in the rumhsa follows a
number of the younger people and boosts expenditusipport for such people.

Save for their children’s school events, weddings burials, the frequency of husbands’ and wiveshg out
together is significantly reduced among this grotipeople as they are preoccupied with their caraad
bringing up children. The youthful craze with hipghhas in many cases been replaced with a higtexest
and pride in the African way of life. For pastimesmst men frequent bars with their friends beforeing
home after work. Women'’s free time activities areagly reduced at this age to around two key mgnthl
meetings in their women or prayer groups, in addito the monthly visit to the hair stylist. Regutaurch
attendance with the children is an important ritaahe weekly activities of religious women inghgroup, with
some attending crusades and/or overnight prayetimysgkeshas). Most of the parents in urban amesgie a
point of travelling with their children to visit ¢ir parents in rural ancestral lands at least angear. They also
regular remit money or send shopping to their pargnrural areas using relatives, bus companidsamey
transfer services such as M-PESA. An increasingbaurof those who had not achieved their desireel lefs
tertiary education in their teenage years enrohirious tertiary-level institutions, where theyeatd lessons in
the non-working hours and on non-working days. Satse improve their skills and levels of education
improved productivity and promotions at work. Agkuover the review period, the government, cokesyed
universities were appropriately responding to treagthirst for education and training that wasedsed
among those in their twenties and thirties overldisetwo decades.

This consumer group has a relatively high and stphfchasing and spending power, given that bothane
women tend to be gainfully employed. Moreover, thaye improved access to investment and educatas|
from an increasing number of financial institutiqeavings and credit co-operative societies andégjaand
employers. Over the review period, marketers haeeifically targeted them with mortgage productssibess
loans and education loans with moderately bettengeas the government reduced domestic borrowidg a
reduced its crowding-out effect in the market forrbwable funds. Colleges and universities have tsyeted
this group with a myriad of popular certificatepldima, bachelor's and master’s degree coursedbfiexi
structured to fit into their work lives. Premiumseoetic products and exclusive fragrances havebsso
targeted at the women in this group.

Impact

Demand for tertiary-level education among this gafion group increased during the review periodntda
resource management, supplies and procurementmafimn technology, sales and marketing, accounting
(business) administration and management are sbthe oourses that proved popular, with instituicach as
the Kenya Institute of Management (KIM) as wellpablic and provide universities attracting many kiog
students. With the sustained emphasis laid by eyepdoon educational qualifications, the increassmahd for
tertiary-level education is likely to prevail fughinto the forecast period.

This working, learning and family-developing groafppeople are time-stressed and therefore willirequore
processed and conveniently packaged food for theesand their school-attending children, for whilsy
are willing to spend more. Already in the reviewipd, there was an increased demand for qualityajei
(boarding and/or day) primary schools, a trend ithlikely to continue into the forecast periodtlas
government takes time to solve the acute shorthtgaohers in public schools. Day care, kindergesgrvices,
as well as other products used by children, suglaeked foods, clothing and footwear, will also dférfrom
this group’s readiness and ability to spend moréheir children. Since the family unit will contiauo be a
central concern to many women, products with apfmeahe whole family will continue to attract, farstance,
foods that the whole family crave for, vehiclesttban carry the whole family in comfort and safetpd
restaurants that cater to family needs.

Over the review period, the market for real essai®, to a lesser extent, mortgages realised treousrgiowth
in Kenya's cities and urban areas. With populagoowth and urbanisation, the increased demand#etylio
intensify in the forecast period, with those inithkirties driving much of the growth. In tandenitiwthis,
demand for loans, personal covers and money-trasesfgices is expected to grow mildly over the faist
period.

A market niche may develop over the forecast pefidodhe care of the elderly within their own honfeemes
for the elderly still being relatively popular). Withis, there may also be an increased demarttiégoroducts
used by the elderly.
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Middle-aged Adults

The proportion of the Kenyan population aged 40w&4 13.0% in 2009 and was projected to rise slghtl
13.7% by 2015 and then to 14.8% by 2020, as othmwsin the high-fertility periods of the early 1®87join
this group and as the average age of the wholeeokenyan population grows. The middle-aged adaits
the group of people who were born within the indefsnce decade when the total fertility rate wasideight
children per woman (compared with 4.9 in 2009).iByithe youthful years of the people in this pofiala
group, Kenya realised high economic growth figuaed made significant progress in a number of human
development issues.

This consumer group has the highest spending pameéthe most stable disposable income, even thihggh
purchasing powers fluctuate with the fluctuatiomgconomic growth. While some have retired, moshem
are at the peak of their careers and they condentrare on investment goods. Those in rural araas h
become established rural traders or farmers. Ar&@3d have grandchildren in addition to their owildrien,
and they are often willing to spend more on busiessind issues of long-term benefit to their ceildand
grandchildren, as well as considering their pengars. This group of people are fairly conseneitivtheir
views on dressing and fashion. They prefer suitsdfesses, and long or at least knee-lengthsskidrn with
non-revealing loosely fitting blouses. Designetsor long African robes/dresses with a headséairf (
women), together with moderate use of make-uphallenarks of acceptable and responsible dressitigein
eyes of most middle-aged people. Many of them Iehildren in secondary schools, colleges and unitess
while some of them have sons and daughters whaligady gainfully employed. They give their childmmore
pocket money than in previous years and even $ed to supermarkets and open-air markets to shapédo
family. Although they are gradually accepting ttiedir children are growing in changing times, nafsthem
still have reservations about certain modes ofgiingsand sub-cultures preferred by their childeerd this
often leads to some misunderstanding in the familie

In their spare time, many of those employed anddivn urban areas attend to their private (mastging)
enterprises, while those employed in rural areascdée their free time to improving their farminctizities. A
large number of them, mostly women, also engag®elmntary church activities. Entertainment andueés
activities for women in this category are greadlguced, while men still spend time with friendséimng
alcoholic drinks and eating roast meat. They chdtigir culture and tradition: local benga tunetheir ethnic
languages, hits of yesteryears, and organic aneprmeessed foods feature prominently in their lives
Traditional beers like Busaa and Chang’aa are@guolar among middle-aged people.

Partly due to their slightly changed lifestylesidgrthe course of their lives (more sedentary livesities
compared to formerly more active lifestyles as farsrand modified nutrition), the incidence of hypasion
and diabetes has been increasing among this gifqugpple over the last two decades. Increasinghsstul
career lives in urban areas have made the situaiose.

Over the review period, marketers of automobiléskfpip trucks, public transport vehicles and Iasfjenotor
cycles (useable in taxi businesses), real estattupts, business loans and children’s educatiogipsihave
targeted middle-aged people due to their enhangethasing power, fairly good credit ratings, angirth
interest in investment ventures for their futurer@tirement) and that of their children.

Impact

The health needs and habits of middle-aged peopited demand for new products and establishmeats o
the review period, such as foods using less refingekdients, restaurants offering traditional fspclubs
offering more music in ethnic languages, herbalinied clinics, wellness studios and fitness centfésnks to
the spending power of people in this populatiorugralomestic tourism also increased significantgrahe
review period. These trends and preferences wglhsy drive the growth in demand for health andlness
products in the forecast period.

Demand for quality health-care services in priaispitals and clinics also grew over the reviewquerong
gueues in sub-optimally equipped public healthitimsbons prompted middle-aged people with high siieg
power to seek treatment in the more expensive étiebstocked health facilities. Consequently, qievhealth
practitioners, pharmacists and chemists realisethsed growth figures throughout the review peritiok
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future looks very bright for private health careyiders as the emerging health challenges will atsed to be
dealt with in old age.

Older Population

The proportion of people aged 65 and above was 2fA%e total population in 2009, and it is expéde
marginally rise to 2.8% by 2015, before reachirid@by 2020. People who currently fall in this grougre
born before 1960 and have survived the ups and slofdife in Kenya for more than half a centurytexf
migrating into cities and urban areas in seargolof and educational opportunities, most men antevoin
this group retired between the ages of 55 and @5@ved back to their ancestral lands (if they Wierteg
elsewhere), where they are spending the rest oflies as pensioners and farmers. The manda&imement
age for civil servants was raised from 55 to 60 y@&a2009, and retirement age is higher in sonsegaor
example, for university professors and some prigateor employees. Even though an increasing nuoflsd
people are remaining in urban areas till their bieagpending one’s sunset years near the ‘spifitshe’s
ancestors is still highly valued by many Kenyanthis group. This group is very conservative irirtk@&ws on
most aspects in life. They prefer to dress in caltattire, maintain short hair, eat traditionadtés at home, and
enjoy drinking traditional beer while playing tréidnal music.

The usual health problems afflicting the elderkelarthritis, osteoporosis, heart conditions, kidpeblems
and general physical weaknesses have set in. Kaeslgianpeople have been experiencing revolutiogisin
moments as the old structures of taking care oatfeal have been consistently destroyed by urbamsand
changing societal preferences. The previous systémsughters-in-law and grandchildren taking azre
ageing parents have been disrupted by the ruralruriflux in search of jobs and improved opportiesit To
complicate matters further, over the last two desadcreasing numbers orphans with HIV/AIDS haverbleft
in the care of ageing grandparents.

Apart from their pensions, incomes from farminghaties and profits from their running businessastments,
some older Kenyans receive remittances and shofmmngtheir children who are gainfully employedtéof in
urban areas). As such, they have a significangitadiiminished spending power. Health care, food an
alcoholic drinks are the key items in their regudadgets. During their spare time, they prefer e=thwith their
contemporaries in market squares to read newspajscsiss recent and past occurrences and shavenamh
with alcoholic drinks and tobacco. Since they hangge time in retirement, they also enjoy visitiogrier
colleagues, old school friends and their grandcéiid

Impact

The increased number of retirees contributed tornteased growth of expenditure on health-careywots,
alcoholic drinks and tobacco over the review perldowever, an increased incidence of diabetestigsth
osteoporosis and poor eyesight meant that expeadituherbal and modern medical clinics increaséad.
greater amount of free time with friends enjoyedhig section of the population raised their expieme on
alcoholic drinks and tobacco over the review peridemand for and expenditure on solar panels, viates,
water pumps, spectacles and minor surgeries tallistificial teeth also increased. Vehicle-ownalso
realised improved business moving people fromsdied urban areas back to rural areas. These aeads
likely to intensify in the near future.

In the forecast period, most retirees are likelggend more of their pension income for improveahfoot in
old age. However, old people’s homes are stilldgrginpopular in Kenya. Consequently, one suppfytbat is
likely to be filled over the forecast period is fhi@vision of home-based care for the old, comphiate regular
visits by doctors. Working sons and daughtersi&edyl to pay for such services in the near future.

Table 1 Consumer Segmentation: 2005-2009
'000

2005 2006 2007 2008 2009 % growth
Babies/Infants (0-2 3,724 3,840 3,961 4,081 4,189 125
years)
Kids (3-8 years) 6,247 6,438 6,639 6,849 7,067 131
Tweenagers (9-12 years) 3,618 3,681 3,760 3,852 3,957 9.4
Teens (13-19 years) 5,957 6,008 6,048 6,087 6,138 3.0
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People in their twenties 6,686 6,909 7,123 7,323 7,508 12.3
People in their thirties 4,016 4,167 4,333 4,514 4,709 17.2
Middle-aged Adults (40- 4,588 4,731 4,877 5,027 5,183 13.0
64 years)
Older Population (65+ 980 997 1,013 1,031 1,051 7.2
years)
Source: National statistics, Euromonitor International
Table 2 Consumer Segmentation: 2010-2020
‘000

2010 2015 2020 % growth
Babies/Infants (0-2 years) 4,278 4,416 4,488 4.9
Kids (3-8 years) 7,291 8,313 8,685 19.1
Tweenagers (9-12 years) 4,073 4,793 5,466 34.2
Teens (13-19 years) 6,208 6,943 8,149 31.3
People in their twenties 7,674 8,276 8,872 15.6
People in their thirties 4,915 6,062 7,090 44.2
Middle-aged Adults (40-64 years) 5,347 6,343 7,678 43.6
Older Population (65+ years) 1,076 1,286 1,605 49.2
Source: National statistics, Euromonitor International
PEOPLE
Population

With more than 39.8 million people in 2009, Kenyaltihe second-largest population in the East Africa
region. The country has an ethnically diverse patpah with more than 40 ethnic groups. In 2009, fibe most
populous ethnic groups were the Kikuyu (8.8 miljiaie Luhya (5.7 million), the Kalenjin (5.3 mdl), the
Kamba (5.1 million), and the Luo (4.5 million). Thepulation density was 70 persons per square kilicam
Over the review period, the population was reldgiy@ung (42.8% of the population were aged beldw 1
years, while the median age was 18.4 years) andiigggalbeit at a decreasing rate). Generally, lueates fell
from 11.6 per thousand in 2008 to 11.3 per thousa2®09 and birth rates also declined from 38.8 pe
thousand in 2008 to 38.4 per thousand in 2009.ath# literacy rate was over 85% by 2005. The Wakdahk
estimated the population growth rate at 2.64 paum in 2008, while the Kenya Demographic and Hiealt
Survey (2008) found that the total fertility ra®FR) declined from 8.1 births per woman during 18746 4.7
in 1998 and rose slightly to 4.9 in 2003, and to 3005, before declining again to 4.6 in 2008 egithg to 4.9
in 2009. Currently, the United Nations estimatdsiel total fertility rates as follows: 5.0 in 2015 in 2015,
and 4.0 in 2020. The UN provides projections fatHar declines in annual population growth ratefolsws:
2.6% by 2015 and 2.3% by 2020.

The possible reasons for the falling fertility itaver the review period include better health caa@uced
infant mortality, improved awareness, better acte$srth-control products, increasing age at firisth and
better livelihood prospects, which reduce the rfeednore children. The rising cost of maintainingmy
children may also have played a role. The falliagility rates led to a reallocation of consumptexpenditure
in favour of other consumer products such as ladiitrol items. The ageing rate was 0.3 over theoget005—
2009, indicating a slight ageing of the populatitims was expected to increase to 1.0 over theg&010—
2020. Though a majority of the population live imal areas, there is increasing urbanisation, wisi¢trning
urban areas (cities, municipalities and towns) mtor population and consumption centres.

The Kenyan ethnic diversity mentioned above isifigant to the extent that certain cultural praet@nd
habits have led to diverse population trends agwiifitantly different spending patterns. The praetf wife
inheritance among the Luo (and to some extent, tinya) may have contributed to a more rapid spofad
HIV/AIDS and therefore a higher mortality over t$years and a slackened population growth. Membetiseof
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Kikuyu ethnic group tend to be more industrious emate investment-oriented, whereas people fronitiee
ethnic group have displayed a liking for good liyimnd therefore a tendency to spend more on trandy
fashionable items.

Impact

Demand for products used by young and middle-agegplp increased over the review period, and further
growth is expected in the forecast period. Demand&auty and skin-care products rose With incregsi
awareness about some long-term side effects ofichéproducts like skin-bleaching creams, there alas a
significant rise in the demand for herbal prodaatd cures over the review period. In response nebeu of
companies enhanced the marketing of various brahlsrbal products, for instance, herbal soaps and
toothpastes. A number of firms, such as like Makiarbs and Bagika Herbal Clinics, also came up ‘ittbal
clinics targeting patients seeking alternativettremts. These trends are expected to continudhetforecast
period, and as the large youthful population entieldle age it will further raise the demand for somer
products such as baby foods and packed foods mosand work days. Moreover, the high-fertilityogps of
the Kenyan population are the medium- and low-ine@arners, who have been observed to display erlarg
marginal propensity to consume out of their disptesencome. They will further push up the consumer
spending on products such as margarine, refreshanies and processed foods over the forecast gheBoven
the gradual ageing of the Kenyan population, denfantealth-care products is bound to rise onlgrgly over
the forecast period.

Whereas there is no particular ethnic group thidémces consumer trends, there is a section gidpelation
that does this to a significant extent. Consumptiiends for most consumer products are often dribyethe
younger people (in the 15-30 age brackets) residingban areas. Realising this, advertisers harneded to
appeal to this age group by incorporating elemehtke youth sub-culture into advertising messafyes,
example, the Sheng mixture of English, Swabhili atfthic-group languages. Products well-receivechisyage
group are soon popularised by word of mouth, tkerivet and text messaging. Except for productslifjetick
and short tight dressing (which are frowned upotheyrelatively conservative rural dwellers), tlemgral
consumption trends set by the urban youth are eftiapted by their rural counterparts. Disposalderime is
also projected to rise in tandem with increasetktsifor products over the forecast period.

Marital Status

Over the review period, the proportion of the mednivas consistently above half of the total popateand the
number of married people increased by 11%. Thisease was only slight because more years spent in
education and the frequent incidences of hard enantimes meant that couples were taking longerctieve
economic stability before settling down in marrisg€he population of the married is expected tavgoy 27%
over the forecast period.

In Kenya, most people have a positive attitude tawanarriage and view it as a desirable, necessaty
crucial stage in life. Consequently, a majoritypebple of marriageable age strive to find the rjgdntners and
settle down into family life as soon as their eaoiwsituations allow. Because of the changing $a@gid
economic environment, individual relationships hgaeed popularity, and marriage has gradually extés
represent ties between social groups and it haeraecome an alliance between individuals. Theexdended
family system has become widespread, with the iwmstmon form being the monogamous nuclear family
found in both urban and rural areas. On the othadhcohabiting has become common in urban arkhsugh
much of society views this practice as an undekgrédnd preferably very temporary) one.

As at 2009, the average age at first marriage \B&3 &ars for men and 21.6 years for women. Dutirg
review period, increasing numbers of Kenyans okthingher education, and correspondingly increasing
numbers of Kenyans deferred marriage. (Whereag tiwbe leave active education at secondary-schuel le
tend to marry by age 20, those who go through highlacation tend to marry between the age of 263and
Other factors aside, the more intense the levptafiessional engagement and the higher the levedlofation
attained, the greater the tendency to defer maariégere are also differences between urban aatlargas,
with the average age at marriage higher in the éorm

In accordance with the moral sense of many Kenyankl-bearing generally — and for many, automdltica
follows marriage. Over the review period, the agerage for women to have a child (age at firshpintas
21.5, up from around 20 years in 2003. This chdrageoccurred due to factors similar to those thaehended
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to delay marriage, such as longer periods spesdircation and pursuit of career. With many schadl@llege
graduates chasing after a few job opportunitiespem delay child birth until they are convinced tthegir
economic situations would support a baby. Anothetdr is the increased use of contraceptives, whésh
reduced early pregnancies and therefore incre&gseavierage age at first birth.

Although divorce is viewed very negatively by misinyans, the number of divorced individuals grew by
15.6% during the review period, and it is expedted the numbers will grow by double that proport{81.2%)
during the forecast period. Lack of children iscasated with high divorce rates; conversely, theerzhildren
one has, the more sense it makes to stick togattterear them. Increased economic independenceroew is
another factor associated with higher divorce ratege economically independent women are les$ylito
stay long in abusive marriages.

Impact

Since most Kenyans nowadays prefer flashy churaldimgs, demand for catering and products useddialo
gatherings will increase over the forecast perideinand for day-care, kindergarten places and pafdaeti(for
children) may increase over the forecast peridthewith increases in the numbers of working mashe

The increase in the numbers of separations andadisas leading to positive and negative resultéotain
products. More consumer durable goods will contitaulee required as the financially stable but sateal or
divorced couples set up separate homes. Moredwemereasing numbers of those filing for divord# eall
for more legal services and the growing numbemdivadrcees will probably need affordable apartmehte
country might see a rise in juvenile delinquencgiagle parenthood increases and as such, thdrbewil
increased demand for guidance and counsellingcsViesides increased demand for facilities fodlira
children from broken homes.

Town Or Country

Although a large proportion of Kenyans still liverural areas, the population of those living ibaur areas is
growing. Just under 22% of the Kenyan populatios lixang in urban centres by 2009, and almost 27it%bs
living in urban centres by 2020. The number of arbevellers grew by 17% over the review period, &nd
expected to grow by 53% over the forecast periodei#as the population growth in rural areas haglar
been driven by new births and only slightly by imgnaition, the growth in urban area population hankdriven
by the twin factors of increased immigration andrenbirths. Rural-urban influx in search of betteoomic
and educational opportunities has turned citiek siscNairobi, Mombasa, Kisumu, Nakuru and Eldaret i
major population centres. The population in alstheosmopolitan cities grew by over 15% over thégde
2005-2009; further rises of over 50% are foreaastte period 2010-2020. Most people who migraienfr
rural areas into urban ones are young, and do g®ihope of being employed in the construction,
manufacturing and service sector industries; tieisd is not expected to stop soon.

Urban and rural dwellers exhibit differences whietoimes to the types of products consumed. Moat aiea
residents do not purchase the most important coegerof their diet, since most of them cultivateittown
potatoes, maize, beans and vegetables. Most urbanesidents have to buy almost every componethieaf
diet because they do not have farms in their as€essidence. The expenditure of urban area retsdem
processed/manufactured foods (such as margarikedlfaods, canned foods, health products) anceently
and lifestyle products is greater than that ofrthaial area counterparts. Occupations are alderdift, with
most rural dwellers being self-employed small-s¢ateners, while most urban dwellers are employdes o
manufacturing, construction and service companies.

Impact

The increased urbanisation and the growth in ugmgoulation have led to different products coming ithe
market. For example, the cities of Nairobi and iKisuhave been experiencing acute shortages of afited
housing and clean drinking water since 2000. Indketwo decades, Kenya has seen heightenedtadtivthe
business of bottled water with brands like Das&oinf Coca Cola), Aberdares and Aquamist. Therealss
been an improved market for soft drinks, freshtfiuices and dairy products. More than ten new thsasf
yoghurt have strongly emerged in the market.
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The growing urban population lays more emphasisamvenience, comfort and time-saving features.ush s
there are bound to be further increases in den@amgrbcessed foods over the forecast period. Derfaand
health, diet, skin care, beauty and herbal prodadikely to increase because of improved awareonésealth
issues. Since it is the Kenyan urban populatiohlirgely sets the national trends, the expecteckased
demand for some products is bound to assume amatie dimension over the forecast period.

Another well-received pattern has been the effgnrianufacturers to come up with low-priced bramis$ a
produce smaller packs of products to accommodatérioome earners in rural areas and in informal
settlements in urban areas. Transport and comntionic@ducation and energy are the other sectatsatie
also likely to see improved growth over the foregeasiod.

Table 3 Population by Age: 2005-2009

'000/as stated

2005 2006 2007 2008 2009 % growth
0-14 yrs 15,329 15,710 16,128 16,574 17,036 11.1
15-64 yrs 19,508 20,065 20,614 21,161 21,715 11.3
65+ yrs 980 997 1,013 1,031 1,051 7.2
TOTAL 35,817 36,772 37,755 38,765 39,802 11.1
Median age of 18.0 18.1 18.2 18.2 18.3 0.3 years
population (years)
Source: National statistics, UN, Euromonitor International
Note: As of 1st January
Table 4 Population by Age: 2010-2020
'000/as stated

2010 2015 2020 % growth

0-14 yrs 17,504 19,671 21,183 21.0
15-64 yrs 22,283 25,475 29,246 31.2
65+ yrs 1,076 1,286 1,605 49.2
TOTAL 40,863 46,433 52,034 27.3
Median age of population (years) 18.3 18.6 19.3 0.9 years
Source: National statistics, UN, Euromonitor International
Note: As of 1st January
Table 5 Male Population by Age: 2005-2009
'000/as stated

2005 2006 2007 2008 2009 % growth
0-14 7,713 7,905 8,115 8,339 8,571 11.1
15-64 9,713 9,998 10,279 10,558 10,841 11.6
65+ 457 463 469 476 484 5.9
TOTAL 17,883 18,366 18,862 19,372 19,895 11.3
Median age of male 17.9 18.0 18.0 18.1 18.2 0.3 years
population (years)
Source: National statistics, UN, Euromonitor International
Note: As of 1st January
Table 6 Male Population by Age: 2010-2020
'000/as stated

2010 2015 2020 % growth

0-14 8,805 9,891 10,646 20.9
15-64 11,133 12,776 14,713 32.2
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65+ 494 582 714 44.6
TOTAL 20,431 23,249 26,073 27.6
Median age of male population 18.2 185 19.2 1.0 years
(years)
Source: National statistics, UN, Euromonitor International
Note: As of 1st January
Table 7 Female Population by Age: 2005-2009
'000/as stated

2005 2006 2007 2008 2009 % growth
0-14 7,615 7,805 8,013 8,235 8,466 11.2
15-64 9,795 10,067 10,335 10,603 10,874 11.0
65+ 524 534 544 555 568 8.4
TOTAL 17,934 18,406 18,892 19,393 19,907 11.0
Median age of female 18.2 18.3 18.3 184 184 0.3 years
population (years)
Source: National statistics, UN, Euromonitor International
Note: As of 1st January
Table 8 Female Population by Age: 2010-2020
'000/as stated

2010 2015 2020 % growth

0-14 8,698 9,780 10,537 21.1
15-64 11,151 12,699 14,533 30.3
65+ 582 705 891 53.0
TOTAL 20,432 23,183 25,961 27.1
Median age of female population 18.5 18.7 19.3 0.8 years
(years)
Source: National statistics, UN, Euromonitor International
Note: As of 1st January
Table 9 Population by Ethnic Groups: 2005-2009
‘000

2005 2006 2007 2008 2009 % growth
Kikuyu 7,921 8,138 8,359 8,584 8,814 11.3
Luhya 5,138 5,266 5,398 5,533 5,672 10.4
Kamba 4,541 4,672 4,806 4,941 5,078 11.8
Kalenjin 4,701 4,842 4,985 5,129 5,275 12.2
Luo 4,117 4,207 4,302 4,400 4,502 9.3
Kisii 2,162 2,214 2,269 2,324 2,382 10.2
Meru 1,797 1,841 1,886 1,933 1,981 10.3
Mijikenda/Swabhili 1,588 1,624 1,661 1,700 1,740 9.6
Somali 1,470 1,545 1,615 1,684 1,751 19.1
Masai 1,030 1,072 1,113 1,154 1,194 15.9
Embu 543 562 580 598 616 13.4
Taita/Taveta 492 511 529 547 565 14.8
Other 316 278 252 239 231 -26.9
TOTAL 35,817 36,772 37,755 38,765 39,802 11.1
Source: National statistics, UN, Euromonitor International
Table 10 Population by Ethnic Groups: 2010-2020
‘000

© Euromonitor International

Page 21



Consumer Lifestyles Kenya
2010 2015 2020 % growth
Kikuyu 9,049 10,278 11,514 27.2
Luhya 5,815 6,576 7,351 26.4
Kamba 5,217 5,942 6,666 27.8
Kalenjin 5,423 6,188 6,948 28.1
Luo 4,608 5,182 5,778 25.4
Kisii 2,441 2,757 3,080 26.2
Meru 2,031 2,295 2,565 26.3
Mijikenda/Swabhili 1,782 2,006 2,238 25.6
Somali 1,817 2,138 2,434 33.9
Masai 1,234 1,433 1,622 31.4
Embu 635 728 820 29.2
Taita/Taveta 583 673 760 30.4
Other 228 236 258 13.1
TOTAL 40,863 46,433 52,034 27.3
Source: National statistics, UN, Euromonitor International
Table 11 Population by Marital Status: 2005-2009
‘000
2005 2006 2007 2008 2009 % growth
Married 18,063 18,536 19,024 19,527 20,043 11.0
Divorced 1,528 1,588 1,648 1,707 1,767 15.6
Widowed 1,310 1,351 1,392 1,433 1,475 12.6
Single 14,915 15,297 15,691 16,098 16,517 10.7
TOTAL 35,817 36,772 37,755 38,765 39,802 11.1
Source: National statistics, UN, Euromonitor International
Table 12 Population by Marital Status: 2010-2020
‘000
2010 2015 2020 % growth
Married 20,572 23,356 26,163 27.2
Divorced 1,826 2,120 2,399 31.4
Widowed 1,518 1,737 1,953 28.7
Single 16,947 19,219 21,518 27.0
TOTAL 40,863 46,433 52,034 27.3
Source: National statistics, UN, Euromonitor International
Table 13 Average Age at First Marriage: 2005-2009
Median age at first marriage (25—49 years)
2005 2006 2007 2008 2009
Women 18.5 18.9 19.5 19.7 21.6
Men 25.1 25.5 26.1 26.5 26.3
Source: National statistics, UN, Euromonitor International
Table 14 Population by Urban/Rural Location and Pop  ulation Density: 2005-2009
As stated
2005 2006 2007 2008 2009 % growth
Urban (‘000) 7,429 7,720 8,028 8,354 8,699 17.1
Rural ('000) 28,387 29,052 29,727 30,411 31,103 9.6
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Population density

(people

per sq km) 63 65 66 68 70 111
Source: National statistics, UN, Euromonitor International
Table 15 Population by Urban/Rural Location and Pop  ulation Density: 2010-2020
As stated

2010 2015 2020 % growth
Urban ('000) 9,063 11,190 13,826 52.5
Rural ('000) 31,800 35,242 38,208 20.2
Population density (people per
sq km) 72 82 91 27.3
Source: National statistics, UN, Euromonitor International
Table 16 Population by Major Cities: 2005-2009
‘000

2005 2006 2007 2008 2009 % growth

Nairobi 2,715 2,825 2,941 3,063 3,192 17.6
Mombasa 821 853 887 923 961 17.1
Kisumu 419 437 457 477 498 18.9
Nakuru 259 268 278 288 299 15.4
Eldoret 208 217 225 235 245 17.4
Source: National statistics, UN, Euromonitor International
Table 17 Population by Major Cities: 2010-2020
‘000

2010 2015 2020 % growth
Nairobi 3,327 4,110 5,074 52.5
Mombasa 1,002 1,236 1,525 52.2
Kisumu 520 647 802 54.2
Nakuru 311 380 467 50.4
Eldoret 255 315 389 52.6
Source: National statistics, UN, Euromonitor International

HOUSE AND HOME

Households by Annual Disposable Income

According to the Ministry of Finance and Nationrthing’s official data, household incomes greuhatrate
of 6.4% in 2005, 7.6% in 2006, 8.7% in 2007, 8.3%2008 and 8.7% in 2009, although the then-prevéligi
inflationary pressure eroded much of the purchapmger. The overall increase in income per housethals
37.6% between 2005 (when average income was KEE®8d) and 2009 (when it stood at KES 116,300).

Kenya has had a high inequality in the distributidincomes among households: the highest 10%eof th
earners account for over 37% of the total incontélenthe bottom 10% earns only 2% of the incomeh wi
incomes being lowest among the rural farming hoolstshand urban informal settlement dwellers. Wherea
high-income households receive monthly incomes al@S 500,000, medium-income households receive
KES 50,000-500,000. Earnings below KES 50,000 lassifiable as low. Kenya’s middle class slightly
thinned out over the review period as more housEshdtopped into the low-income brackets, thereldewing
the gap between the rich and the poor and sligibhwing down growth in the market for consumer godsly
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the end of the review period, the lower-middle Anttom-class income groups constituted 80% of Kenya
households, up from 73% five years before; the teiitttcome segment constituted a mere 18%, down from
27% in 2005. This situation has been attributabliné negative lag effects of the global financidis, the
disruptions caused by the post-election violennd,the failure of the benefits of recent growthZ#06 and
2007) to trickle down to lower-income groups, lesyvhousehold incomes to lag far behind the rateftation
and the cost of living.

The recent economic growth witnessed in 2005—-2@0iétited mostly the upper-middle class and the (ticp
20%). This was attributable to the fact that thparpmiddle- and the top-income groups have, owe#ars,
invested in capital goods and businesses and sbthera have accumulated immense stocks of marletabl
skills, as opposed to the lower-middle- and lowsime categories, which is made up of fresh graduknes
skilled workers, small and micro-level businessnmgsant farmers and unemployed persons.

The ongoing economic recovery is expected to imptbe situation. Incomes are forecast to grow ey 80%
in the forecast period as Kenyans become more &stljdaetter trained and more entrepreneurial. Hewev
meaningful nationwide benefits are only realisableases of sustained high economic growths ofratdi0%
over five to ten years. Such uninterrupted higmeaoaic growth rates have eluded Kenya over thettest
decades, as internal conflicts associated withietepolitics in an ethnically diverse society, aomic
mismanagement, great reliance on rain-fed agrirjlteolatility in the global markets for Kenya'spotts and
unfavourable world trade conditions have oftenriveéaed.

Impact

After observing sluggish improvements in sales aagreriods of moderate recovery over the revieviope
companies have had to develop smaller pack sizés&noduce cheaper denominations of service prisdike
air time for mobile telephony. A number of companjamong them, Safaricom and Equity Bank) have
successfully targeted the lower-middle class amditwome households to supply the alternative engin
growth. Products that are increasingly being tadet the lower-income consumers include mobilenpbp
radios, television sets, newspapers, bread, amihigagoaps. A number of businesses employed measucé
as cost-cutting, freezes in capital spending asttueturing during months of reduced sales; howgweaduct
and service innovation and expansion into regiomalkets are likely to be the favourites in theepHdrt of the
forecast period as concerted efforts are madd toolhsumer demand.

There is considerable optimism among business pdbpt the forecast period will bring with it bette
economic times and earnings. Areas of low conswaxreenditure like leisure, entertainment and holiday
making may gain as consumers seek to enjoy thetefib their improved productivity, given the reten
tendency to copy the conspicuous expenditure habttee rich and the foreign expenditure patterfns o
international tourists. Decreasing family sized afo help the expected trend towards increaspdraditure
on luxury and recreation products.

Households by Number of Occupants

There was a decline in the number of large houskshmler the review period: the numbers of househaith
eight members and above decreased by 25.5%. Thieanarof smaller-sized households (of three mendogals
below) increased by almost 50%. The forecast pasitillely to see further declines in the numbdrkame and
medium-sized families — by 48.4% and 8.5%, respelsti Over the review period, the typical houselsiite
was seven, having fallen slightly from eight in tate 1990s. With falling fertility rates and busgrking
couples, small household sizes will gain in poptyaeven though medium-sized households (4—7 meshbe
are likely to remain the most common size eveménforecast period.

Ordinarily, Kenyan males in rural areas tend torapeewithin their parents’ households until age &Bile
females tend to stay with their parents until theymarried. However, in urban areas, young petepié to live
with their parents until they secure regular incerleetween about age 20 and 26), after which theyerout
and establish their own households. A trend thatgaéned significant popularity over recent year®r young
people to move out of the parent households as astimey migrate to urban areas, join college or teeir
first wages or make their first profits, and thearh up with other young people to share the restusfio
apartments.
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Impact

The increase in the number of small-sized housshmlér the review period came with an increase in
expenditure on smaller apartments, as well as emaéick sizes of a number of consumer goods (ssich a
margarine, hot beverages and cooking fats), a tteatds likely to continue into the forecast periés such,
demand for large pack sizes may slightly declinerdkie forecast period as the frequency with wiitialler
households purchase such items decreases becabtedmfreased number of people who are marryitegdad
having smaller household sizes, in addition toribieg divorce and separation rates.

Having noticed the tendency towards apartment saver the review period, real estate develomstste
agents and housing companies began marketing stete@using units with rooms designed to accomnedat
the privacy needs of two or three unrelated persdrscould share a two- or three-bedroom apartnidms.
supply trend is likely to continue in the forecpstiod. However, despite such supply-side respcaséshe
rapid expansion in the number of high-rise apartsi@nlow- and medium-income neighbourhoods as
witnessed over the review period, the demand flor@dble housing units continued to outstrip supgptwery
wide margins. This high demand is likely to obthirther into the forecast period.

Single-person Households

Changing lifestyles, an increase in the numberdiwafrces and instances of separation, deaths afsgso(at
older ages or due to HIV/AIDS) and economic factmse led to a slight increase in the number ajlein
person households over the review period. Youngleg@nostly men) seeking jobs in urban areas afeort
to single rooms in the initial years, as their finil situations are often too weak to support fesin urban
areas. The review period also saw a significaneia®e in the number of youthful, busy career peaple were
staying longer in single-person households betoeg eventually settled down with their chosen pagna
small number of affluent urban households also neeabsingle for life. An increasing number of yowayeer
women deliberately have been choosing to stayesimgld this could also have contributed to theciase in the
number of these types of households. Over the dstqaeriod, increased independence among womemamo
other factors such as increases in the numbersdofwers and, especially, widows) is likely to drive growth
in the numbers of single-person households, whieleapected to increase by over 74% from 2010 &20

Impact

Single-person households (especially those in udlbaas) have tended to engage indulgently in thehpses
of house furnishings that require great care apeesive and delicate decorations. Expenditure orishings
and decorations is likely to increase over thedase period. Household electronic and electricpliapces that
make work easier and enhance the enjoyment ofréetiue (for example, home cinemas, televisionsuuan
cleaners and ovens), have attracted increased @ifpenfrom single-person households, and theirudative
spending on such items is likely to continue risiRgady-to-eat foods, takeaway foods and restasesmices
are also likely to gain from increased expenditimgshe increasing number of solo households.

On other fronts, since single-person householdsmare vulnerable to crime, there is likely to berarease in
the demand for victim-support services and homergigcsystems. Increasing solo living may also lead
greater isolation and declines in wellbeing and taldmealth for some groups. Counsellors, psychstsgind
rehabilitation centres are therefore likely to iaimproved business if they respond with the appate
services over the forecast period. Insurance andipie products are also likely to gain marginattyn
increased demand.

If the housing market fails to respond adequateiyé changing profile of household types as wetha
overall growth in the number of households, theecliaely to be further shortages of affordable $iag in
urban areas over the forecast period. This scepaggents immense growth opportunities for inneeati
housing companies able to supply appropriatelyghesi affordable housing units for the growing nurakud#
single-person households in the forecast period.

Couples Without Children

Generally, Kenya has had very few couples withdiitleen. Lack of children has even been a leadagse of
divorce and separation, hence the historically étwances of finding couples without children stayiogether.
The number of households without children incredssveen 2005 and 2006, but decreased towardsithefe
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the review period, when they constituted 0.9% bhalseholds. The number of couples without chitdse
forecast to increase by almost 93% from 2010 td@2@den they are expected to constitute 1.3% of all
households. One reason for this rise is increasdifference towards having children, as the peexiv
importance of marriage wanes and the pressure atigation to have children eases slightly amongialoer
of people. A significant number of people are k& prefer to cohabit rather than be ‘bound’ imarriage.

Impact

Couples without children tended to frequent restatyr and eateries more often than those with @rilduring
the forecast period (perhaps only second to singligiduals). This is attributable to the fact tlatajority of
their nutritional needs could easily be met by faamsks and restaurants, which saved them timeséfiod.
They also tended to spend more on non-essentiainoaiities such as beauty products, partying andenigh
value purchases like cars and houses. This appbé@dy to urban childless couples. Couples withehitdren
also helped sustain the demand for smaller affdedaartments in urban areas over the review pewbide
those among them who had secured stable incomeesocontributed to the growth in the market for
mortgages.

The forecast gradual rise in the number of coupidisout children will create potential demand fonedler
apartments. Demand for luxury products, househaldhimes, ready-to-eat foods, insurance products and
pension schemes are also likely to increase oeefottecast period as childless couples will be mglkifforts
to secure their welfare in their final years.

Couples With Children

Over 65% of households in Kenya have been madé opuples with children. In Kenya, crude birth sate
gradually declined as follows over the review périisom 40.13 births per 1,000 persons in 2005ufho39.72
in 2006, 38.94 in 2007, 37.89 in 2008, and fin&dly36.64 births per 1,000 persons in 2009. Witthdatling
birth rates, the proportion of households madefugpaples with children has been decreasing, gikiah
fertility rates have also been gradually fallingeothe review period. The proportion of househafdgle up of
couples with children is forecast to decrease thweforecast period from 60.2% in 2010 to 54.1908&0.

Impact

No major impacts of the declining birth rates oa tharket for consumer goods and services have been
observed. Expenditures on consumer goods per castoawe risen slightly since fewer births have meaore
disposable income for use on the existing familyniers. Also, new consumers moving to urban areas
purchase more ‘mother-and-child’ products comp#oedhen they were in rural areas. The increasinglrar
of new mothers choosing to give birth in modern ic@dacilities rather than at home has driven dedniar
maternity services. More generally, there has laesteady rise in demand for the services of medludts,
pharmaceutical products (such as analgesics aifdadits) and nutrition items. An increasing numbér
better-informed couples are laying more emphasigrementative and early-detection strategies ratieer
remedial or curative strategies in ensuring theirtthildren develop as well as possible. Cleaming hygiene
brands that have been targeting couples with a@hildby highlighting antibacterial effects, effectsleaning
powers and comfort include Roberts, Protex, Defidland Omo, as well as Pampers. Milk and margarin
manufacturers have not been left behind as theyhasiged the importance of certain elements cordame
their products such as calcium (milk) and vitan{imgrgarines) in the growth of children.

Over the forecast period, couples with childrer w@ntinue driving demand for health services aedspnal
hygiene/cleaning products as they seek to providebhealth and a secure environment for the drofitheir
children. The trend towards increased expenditarprofessional medical services and quality nomiis also
likely to continue.

Single-parent Families

The most rapidly growing type of household is timgke-parent household. This group grew by over 39
2005 to 2009. Major causes included improved edcand career opportunities among women and eciznom
diversification. The growing independence of worigea positive development, but there exists anagason

for the increase in the numbers of people belontprthis population group: high incidences of tagna
pregnancy and premarital/extramarital sex duedefeiency in sex education and poverty.
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Single-parent households are likely to have aremeed share in the total number of households ity&ever
the forecast period as an increasing number obcavemen choose to conceive when and with whom they
want. In the course of the forecast years, theesbiihis household type is likely to increase 2864 since the
number of single-parent households is expectedda®ase by 48% from 2010 to 2020.

Impact

Many of the independent career women with childmie choose to be single have adequate resourcan to
their single-parent families, and spend signifibantore on items like ornaments, beauty and skie paoducts
than do married women. Single-parent households tended to spend more on their children, pertaps t
partially compensate for the effect of the misgpagent. Among middle- and high-income householidsg)les
parents tend to excessively pamper their kids @ighensive toys, clothing and footwear, as welligh-Jend
electronic goods. Demand for such products isyikelincrease over the forecast period in line ki
increase in the number of single-parent households.

Table 18 Annual Disposable Income per Household (Cu  rrent Value): 2005-2009
KES
2005 2006 2007 2008 2009
Income per Household 84,500 90,900 98,800 107,000 116,300
Source: National statistical offices, Euromonitor International
Table 19 Annual Disposable Income per Household (Co  nstant 2009 Value): 2010-2020
KES
2010 2015 2020 % growth
Income per Household 121,700 149,700 183,600 50.9
Source: National statistical offices, Euromonitor International
Notes: Constant value at 2009 prices
Table 20 Households by Number of Persons: 2005-2009
‘000
2005 2006 2007 2008 2009 % growth
3 and below members 1,454 1,602 1,790 1,934 2,175 49.6
4 — 7 members 4,247 4,464 4,689 4,968 5,166 21.6
8 members and above 2,313 2,201 2,048 1,891 1,723 -25.5
Total households 8,014 8,267 8,527 8,793 9,064 13.1
Source: National statistics, UN, Euromonitor International
Table 21 Households by Number of Persons: 2010-2020
‘000
2010 2015 2020 % growth
3 and below members 2,243 4,306 6,395 185
4 — 7 members 5,326 5,490 4,874 -8.5
8 members and above 1,770 969 913 -48.4
Total households 9,339 10,765 12,182 30.4
Source: National statistics, UN, Euromonitor International
Table 22 Households by Type: 2005-2009
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‘000

2005 2006 2007 2008 2009 % growth
Single-person households 160 161 163 170 171 6.9
Couples without children 80 82 82 78 78 -2.5
Couples with children 5,209 3,263 5,297 5,291 5,461 4.8
Single-parent households 2,565 2,761 2,985 3,254 3,354 30.8
Total households 8,014 8,267 8,527 8,793 9,064 13.1
Source: National statistical offices, Euromonitor International
Table 23 Households by Type: 2010-2020
‘000

2010 2015 2020 % growth

Single-person households 175 237 305 74.3
Couples without children 85 135 164 92.9
Couples with children 5,625 6,194 6,596 17.3
Single-parent households 3,454 4,199 5,117 48.2
Total households 9,339 10,765 12,182 30.4
Source: National statistical offices, Euromonitor International

Home Ownership

In Kenya, it is common for people in rural aread arban upper-middle income and high-income regidien
estates to live in their own homes, but over 80%wf and lower-middle-income groups in urban aneas
apartments. Over 70% of the national populatioa iivtheir own houses, homes or homesteads inuario
urban and rural areas. An increasing number of gga@ople are moving out of the parent householdstzen
teaming up with other young people to share theakstudio apartments.

Annual shortages of housing have recently becomeman. At the beginning of the review period (2005),
Kenya'’s average urban annual housing demand wiasagst! at 150,000 units and supply was in the rafige
25,000 units, resulting in a shortage of approxétyat 25,000 units. Moreover, 50% of the existingstures in
urban areas were in need of repair or renovatidilev300,000 units required improvement in rur&aa.

Impact

The severe shortage of housing in urban areasustarsed high growth rates in the Kenyan capitafinive
construction industry. The housing market is veigrative in Kenyan urban centres, with rural-urban
immigrants driving or maintaining high demand féfioedable small- to medium-sized apartments (irhige
buildings) and single rooms, while the upper-middéess and the diaspora community drive demantdares
in urban areas. Rental apartments have experigfetbmenal growth due to the increased urbanisedies
whereby younger people move away from their rucathés to start lives in towns and cities.

House prices have increased over the review pasadany middle-income earners sought beautiful some
(aided by increased availability of mortgage prdduand as immigrants and the diaspora communggdahe
demand for real estate in cities like Nairobi, M@sé and Kisumu. The expansion of higher learning
institutions has also driven demand for housingtaff and students seek accommodation around witiyer
campuses. Depending on the location, two-bedrodwaterapartments went for between KES 3 million and
KES 15 million in middle-income residential areaghe key cities and towns at the end of the reyieriod.

A number of financial institutions such as commalrbanks, mortgage institutions, and savings aaditco-
operative societies have been offering various foofrloans and mortgage products to permanent gmpdoof
most organisations and firms and to civil servaHtswever, qualification for mortgages has been thase
certain conditions such as regular flows of a miunimamount of income per month, letters from empisyad
minimum regular expenditure/income ratios. The d@mus have tended to exclude a majority of loweine
earners and small-scale businesses from the mafrkeban homes, who are then resigned to a liteeaig
permanent tenants.
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In the future, high-rise residential blocks arelikto gain further popularity as the youthful unlq@opulations
enter the lower-middle income category and as usb#ion intensifies. Increases in property priced i urban
area population densities and sustained high desnaitid-aise the opportunity costs of constructiman-storey
buildings and bungalows in cities, contributingtie gradual elimination of such types of dwellimgts in the
core residential areas of cities. People belongirfggh-income and upper-middle-income categorike have
been displaying a preference for city sub-urbaaseeich as Kitengela will continue to drive demimmdew
bungalows and detached homes farther away fromdisy central business districts since many of thexe
personal cars for transport.

Malls, supermarkets, hypermarkets, shopping vibagéth children’s recreational facilities) and ethypes of
shopping complexes are likely to continue theirgimation into residential estates. The review pkaleady
saw the emergence of numerous new shopping conglsupermarkets and bank branches even in preyiousl
low-income areas such as Eastlands in Nairobi. & béfer one-stop shopping opportunities for diverseds
such as beauty, healthcare and fitness to an siogig time-stressed urban population. Moreovers¢houtlets
are likely to contribute to an increase in the safenumerous consumer products as they promisetairc level
of sophistication in shopping. This applies evefote-income households, who will be more likelyporchase
processed foods, new clothing and footwear, asagetiertain selected luxury items.

Running Costs

Even though there are still numerous rural housishiaicking electricity connection, the Kenyan sypyi
electricity has not only been inadequate but aisappointingly erratic and inexcusably costly (doe
inefficiencies in the distribution) for current canmers. Kenyan homes have continued to rely heanillyydro-
electric power (74% of homes) and geothermal pgweduction. Independent power producers (IPPs) aach
Mumias Sugar Company and Aggrekko top up the defiodbm the main output from the KENGEN Company.
Following some reorganisation, the Kenya Powerldagtting Company has been given the sole taskef th
wholesale purchase and the nationwide distributfogiectric power. The review period has seen uallsu
long periods of power outages when rains failegdemlly in 2009) and when international oil pricesre high
(since some IPPs rely on thermal generation) amatitages were often accompanied by increasedspfce
electricity thereby hurting both consumers and rfecturers. The increase in electricity prices ltasdd
consumers to restrict their use of electricityigiiling, charging cell phones, driving electronigugment and
limited ironing of clothes, but very rarely cookinithe increases in prices of petroleum products aftected
the transport sector, since Kenyans rely on oitlpots for fuelling private and public service motehicles,
which are mostly used to transport passengers andsgy

Repair and maintenance costs and water and sewavatgehave remained relatively stable over thievev
period. Due to a huge demand for clean water aficesft sewerage services and waste collectionicesy
major local authorities have contracted such sesvio private firms such as the Nairobi Water ame3age
Company, which have been taking over the distrisutif water to residents as well as the disposatwnfage
wastes. Most medium- and high-income householdsetier, still do not trust the piped water for diitkand
they often boil or treat it before drinking or phase mineral water from supermarkets.

The collection and disposal of solid wastes havdinaed to be undertaken by the local authoritiéh tine
help of a few contracted private businesses. Tt& lgovernment services have mostly been offered to
businesses and public buildings, for which a wdi&posal fee is charged. Most residents have formed
themselves into neighbourhood associations witingements to collectively dispose their wastes.

Impact

The erratic supply of electricity has increaseddbmand for alternative power equipment such as gainels
and standby generators, a trend that is likelyot@tinue over the forecast period, as the existingip supply is
likely to remain far below the needs for domestid ndustrial purposes. Judging from the obsermatmver
the review period, households in rural and remogasof Kenya are likely to remain high potentialrkets for
solar energy equipment. In view of the current lewéd shortage and the expected increases in tbauof
households, plans by the state to improve windgaudhermal power generation, as well as improvegabits,
could help partially cover the expected rise in dathfor electricity.

© Euromonitor International Page 29



Consumer Lifestyles Kenya

Waste collection has emerged as an attractive éssifor emerging entrepreneurs. Water supply amelgs
and waste collection equipment and services aedyltlo offer immense growth opportunities in theefrast
period since most local authorities appear overmbdl with the rapid rates of urbanisation and pdmra
growth witnessed in the recent years.

Shopping for Household Goods

Most ordinary Kenyans shop for household goodténautlets or from the sellers nearest to theidesdial
areas. In urban areas, the common shopping joarvts become supermarkets (for cutlery, crockeryvamidus
forms of utensils), while in rural areas, openraarkets and retail discount shops are common sswfce
household goods. Electrical and electronic goodgarchased in the numerous specialised shops icetttral
business districts of urban areas, while neighbmadlcarpentry shops supply most wood- or metaléase
household furniture and tools. Some high- and mmadincome consumers also travel to specialist shoysy
from their areas of residences. Clothes collectamwell as beauty and cosmetic shops are furk@ngles of
specialised shops visited by higher-income houstshdlooking for goods online before visiting shagpa
rather rare phenomenon among Kenyans as a majastyover the years, identified favourite outledsrf
which they rarely switch.

Price and fashion are the key drivers for a majarftcustomers (low- and lower-middle-income eashais
they attempt to maintain trendy lifestyles at thwést costs possible. Among the upper-middle-incante
high-income customers, however, quality and fashi@the key drivers.

Impact

With increasing technological advancements and gihgrsettlement patterns, trends in shopping farskbold
goods have been changing in favour of shopping ¢exap and supermarkets where there are various
household goods under one roof. Though speci@digismaintained a significant presence (for itakes |
electronic goods, clothing and footwear), the fast@eriod is likely to favour hypermarkets andjéashopping
complexes, where all members of the family can hmawst of their needs met. The review period alresly
shopping complexes (with salons, barber shopsjrerils fun corners) and supermarkets being estaulig;
most residential areas of urban centres in Kengalsis trend is likely to continue into the foretcperiod. A
number of supermarkets are also incorporating liekeronfectioneries and restaurants within thetnmses in
order to meet both on-the-spot needs and domestgumption requirements.

Rural area residents, on the other hand, are liketpntinue relying on open-air markets for ttakiopping.
However, some will continue to travel to nearbyarrlareas to purchase household goods and deabffidtial
matters.

Cheap products, such as second-hand clothes aag thes, have been becoming increasingly unpowian
among the low-income earners, as such produc@saaiated with low standards and high expendiiardse
final analysis. Subject to income levels, an insegemajority of consumers are likely to prefer guaind
fashionable products even if they cost slightly enorthe future.

Possession of Household Durables

Two of the household durables that displayed teatgst increase in terms of the proportions of dlooisls
possessing them during the review period were eleps (including mobile telephones) and colountsien
sets. The proportion of households possessinghefegs increased by 52.6%, while the proportiomefit
possessing colour television sets increased byd 8&ween 2005 and 2009, by which time 26.4% of
households possessed a telephone and 25.6% pakaasseur television set. The possession of patson
computers increased by 6.8% over the review peHadvever, lack of electricity connection in manyaiu
areas and informal settlements (in urban areashéms a key hindrance to the purchasing of suckdimid
durable electrical and electronic goods.

Possession of other household durable goods lilshiwg machines, freezers, vacuum cleaners, reftiges,
dishwashers and microwaves also experienced lef@tsreased growth over the review period as time-
stressed working urban residents sought more tamang equipments and as disposable incomes inatease
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Impact

The review period is likely to see further growththhe demand for household durable goods as udtams
disposable incomes and the need for time- and grgarging equipment increase among urban employees.
Other factors include the increasing number oflsipgerson households and single-parent househaddsell
as decreasing family sizes.

The proportion of households possessing telephisrgected to reach 39.4% by 2020, compared @2
2010. Mobile phones have become essentials forstlevery household and lack of one is fast becomisign
of deep poverty. Over the review period, new tetdgioal developments that brought a convergencedsst
banking and mobile phone communication and enahledolling out of money transfer and mobile phone
banking services like M-PESA, Zap, Pesa Pap andB#HO further contributed to the increased demand fo
mobile phones since they increasingly opened nessipitities for rural and remote area residents Wwao

been left out of the pre-existing formal bankingtsyns. This growing popularity of mobile phonekkisly to
continue even further as more financial institusigmin in the mobile phone banking business. Saftwa
developers (for instance, mobile phone security)adso likely to benefit from this growth in theeusf mobile
phones for financial transactions.

The possession of colour television sets is a eons@avings motivation for the majority of low-imoe
households that lack one. The proportion of houlsishaossessing colour television sets is expectedach
34.4% in 2020, compared to 26.5% to 2010. Telenisidvertisement business is likely to grow as more
households acquire television sets, and this é&ylito reduce the share of radio advertisementdlvhas until
recently largely been used to reach the househattisut television sets).

The possession of personal computers is expecteouiole over the forecast period as more houselaaldpt
the use of the internet.

DIY and Gardening

Do-it-yourself (DIY) and gardening are particulaggpular pursuits among rural and sub-urban argdents,
as well as personal-home owners who have theirmeces of land. However, only a very small percgata
(less than 1%) of the Kenyan population likes tersptheir spare time performing DIY and gardenictivaies
(with the exception of peasant farmers). At the en@009, DIY activities and gardening were stithited to
higher-income households. For light constructian {fistance, making kennels), repairs of electrgoiocds and
other household durables, Kenyans purchase speseffman the numerous hardware shops and electiudl
electronic shops in urban areas. For gardeninglyats are obtained from Agrovets stores, farm tools
distributors and independent tree nurseries.

Impact

The slightly increasing popularity of gardening bagn motivated by a rise in health and nutritional
consciousness, which has meant that more peoteolatcfor fresh organically produced fruits and etdles.
With some significant success, some entreprendanigihess people have also been popularising sizelt
greenhouse-like structures (made up of wood angthmhe) and tin/bag/multi-storey gardens to urbaa a
residents who wish to practise gardening but hemiédd access to land and space.

The practice of gardening is expected to spreachgmther sections of the population (it is likedyitave a
share of 7% by 2020) as prices of fresh fruit aegetables continue to rise and as health awarénpssves.
In tandem with this expected growth, the demandrfaterials used for the construction of greenhdye-
structures, packed fertilizers (organic and inorgand gardening/workshop clothing is likely teerover the
forecast period. The greenhouse structures in Hr&ehare likely to get more affordable as new ptayenter
the sub-sector and this is likely to attract anéased number of spare-time gardeners. Higher-iagesidents
with gardening hobbies may willingly take up thetieg of gardens in sub-urban areas should entneprs
come up with such products, while an increasinglmmof high-rise building residents are likely to
accommodate bag and tin gardens over the foreeastp

Pet Ownership
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Many Kenyans love pets such as cats, dogs, doigems and rabbits not only for their company baterso
for the services some of these animals offer (exirey home security and controlling numbers of nbg)eand
for their ability to be sold for money. Pets likiggons, doves, rabbits, parrots, peacocks andtbstriare
perceived as being beautiful and a sign of afflees incomes of the middle- and high-income coressm
rise, they have been taking up exotic species gé@md birds as a sign of wealth, sophisticati@hfanneed of
company. The increasing number of single-persosélonids has also increased the demand for petgetnd
products. The fewer children being born are alsoeiasingly pestering their parents to buy them gietdar to
the ones that they see in television programmes.

Impact

Over the review period, the population of pets ghswl2.3%, and the forecast period is likely to eomith
more growth since more families are likely to hineeased disposable incomes and therefore ba@bjmare
some money for pets, pet food and pet care prodibessdemand for pet food and pet care produdilsely to
grow, albeit marginally, since the culture of puasimg pet food and pet care products has until kegntly
been seen as a habit only for the super-rich.

Table 24 Households by Tenure: 2005-2009
‘000

2005 2006 2007 2008 2009 % growth
Tenants 1,442 1,504 1,577 1,670 1,760 22.1
Owner Occupier 6,572 6,763 6,950 7,123 7,304 11.1
Total households 8,014 8,267 8,527 8,793 9,064 13.1
Source: National statistical offices, Euromonitor International
Table 25 Households by Tenure: 2010-2020
‘000

2010 2015 2020 % growth

Tenants 1,962 3,014 5,116 160.8
Owner Occupier 7,377 7,751 7,066 -4.2
Total households 9,339 10,765 12,182 30.4
Source: National statistical offices, Euromonitor International
Table 26 Households by Type of Dwelling: 2005-2009
‘000

2005 2006 2007 2008 2009 % growth
Informal settlements 1,138 1,145 1,150 1,390 1,330 16.9
Traditional dwelling 1,100 1,050 998 1,020 1,008 -8.4

units
Semi-permanent units 3,976 4,222 4,429 4,433 4,712 18.5
Permanent buildings 1,800 1,850 1,950 1,950 2,014 11.9
bungalows & blocks
Total households 8,014 8,267 8,527 8,793 9,064 13.1
Source: National statistical offices, Euromonitor International
Table 27 Households by Type of Dwelling: 2010-2020
‘000
2010 2015 2020 % growth

Informal settlements 1,490 1,860 1,970 32.2
Traditional dwelling units 950 912 890 -6.3
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Semi-permanent units 4,281 5,960 5,011 17.1
Permanent buildings 2,618 3,450 4,311 64.7
bungalows & blocks
Total households 9,339 10,765 12,182 30.4
Source: National statistical offices, Euromonitor International
Table 28 Possession of Household Durables: 2005-200 9
% of households
2005 2006 2007 2008 2009
Colour TV set 21.7 22.8 23.8 24.8 25.6
Dishwasher 0.6 0.8 0.9 1.1 1.2
Freezer 3.1 3.5 4.0 4.4 4.9
Microwave oven 1.0 1.4 1.8 2.2 2.8
Personal computer 4.1 4.8 5.5 6.2 6.8
Refrigerator 45 45 4.6 4.7 4.8
Telephone 17.3 19.7 22.0 24.2 26.4
Vacuum cleaner 5.7 6.8 8.1 9.3 10.8
Washing machine 7.7 8.3 9.0 9.6 10.3
Source: National statistical offices, Euromonitor International
Table 29 Possession of Household Durables: 2010-202 0
% of households
2010 2015 2020
Colour TV set 26.5 30.4 34.4
Dishwasher 1.4 2.3 2.9
Freezer 5.4 8.1 10.7
Microwave oven 35 7.8 11.6
Personal computer 7.5 10.3 12.3
Refrigerator 4.8 51 5.3
Telephone 28.4 35.7 394
Vacuum cleaner 12.4 19.5 23.9
Washing machine 11.1 15.1 18.6
Source: National statistical offices, Euromonitor International
Table 30 Pet Population: 2005-2009
‘000
2005 2006 2007 2008 2009 % growth
Household pets 7,212 7,440 7,674 7,913 8,100 12.31
Source: National statistics, UN, Euromonitor International
INCOME

Average Income

Annual disposable incomes generally increased thereview period, but experienced some interrmgtio
2008 and 2009 due to the problems of post-elestimence, drought, and the effects in some sedbtise
global financial crisis. Disposable income per tapicreased by 45.5% from KES 30,813 in 2005 t&KE
44,847 in 2009, with annual gross per capita ire@mcreasing by the same proportion, from 33,05805
to 48,093 in 2009. The operation of a new regimenf2003 brought in better economic management and
improved public spending in the form of free andhpaoilsory primary schooling, as well as subsidisealt
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care. Increased economic growth rates were obsé¢avednd 7% in 2007) thanks to an improved tourism
industry and better conditions for business. Empient levels also increased as the constructionistoy
horticultural export and hospitality as well asdiray activities picked up.

A majority of Kenyans (around 80%) earn less th&8KL00,000 and therefore belong to lower-middle an
low-income groups. The Kenya Integrated Househaldggt Survey — KIHBS (2006) reported the national
average salary/income to be about KES 17,000 pettm8y mid-2010, the salaries of the lowest-eagnin
cadres in urban areas had been raised by the gogatrio around KES 7,500 due to the rising cosiviofg.

Kenya has had a graduated and progressive peiisgpate tax (Pay As You Earn — PAYE) system in place
such that by 2009, taxable income under KES 10vl&5being taxed at a rate of 10%; each additiofz8 K
9,576 was taxed at 15%, 20%, and 25%, while additiamounts beyond KES 38,892 were taxed at aofate
30%. The income tax schedule remained fairly stalaber the review period, but the government kepistohg
other types of taxes such as value added tax,eegcises as well as licence fees for traders asihbsses.
There is also a mandatory contribution to the NtidHospital Insurance Fund (NHIF) that every sathr
employee must pay every month.

Over the forecast period from 2010 to 2020, peitaaisposable income is expected to increase by 62%
as the economy expands and domestic investmemtaiees. Past sources of increased disposable intawes
included rental of property, which, according te KiIHBS, accounted for 41% of the extra incomeastre that
were enjoyed by citizens around the middle of théaw period.

Average Income by Age

Average annual incomes by age increased over t@wgeriod, with the incomes accruing to the vasiage
groups growing fairly uniformly; middle-aged adutiscounted for the largest share of total incorfibe. most
affluent age group was the 40—65-year-olds, whoaated for around 30.0% of the income, followedHtoy
30-40 group (27.4%), the 20-30 group (25.3%)pemesioners (9.0%) and, lastly, the under-twenB8e4%).
Thanks to the numerous entrepreneurial activitiethb youth, the under-twenties group accountec fiar
higher proportion of the total income than expectgden that this group contains non-college gréekiand
school-leavers. The economic stimulation effortgdéed at unemployed youths (such as the ‘Kazi Kijena’
programme), the youth development fund and the lpoipp of bicycle taxis may all have contributedttis
remarkable showing by the under-twenties over ¢véewv period. The middle-aged groups were fairtgdain
number, had accumulated a number of capital aasdttiad invested in business over the years; tiaisled
them to command the largest share of incomes. Meremost people within the 40-65 age group hadhed
the peaks of their careers and therefore werergnhigher salaries compared to their younger cgilea. The
pensioners, on the other hand, were fewer andftrertheir incomes formed a fairly small percentagotal
incomes over the review period.

Table 31 Annual Gross and Disposable Income (Curren  t Value): 2005-2009

KES per capita

2005 2006 2007 2008 2009
Annual gross income 33,058 37,018 40,432 44,765 48,093
Disposable income 30,813 34,504 37,686 41,698 44,847
Source: National statistical offices, Euromonitor International
Table 32 Annual Gross and Disposable Income (Consta  nt 2009 Value): 2005-2009
KES per capita

2005 2006 2007 2008 2009
Annual gross income 52,488 51,352 51,102 50,024 48,093
Disposable income 48,924 47,865 47,632 46,597 44,847
Source: National statistical offices, Euromonitor International

Note: Constant value at 2009 prices
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Table 33 Annual Gross and Disposable Income (Consta  nt 2009 Value): 2010-2020

KES per capita

2010 2015 2020
Annual gross income 47,207 54,527 76,814
Disposable income 44,021 50,759 71,440
Source: National statistical offices, Euromonitor International
Note: Constant value at 2009 prices
Table 34 Average Annual Gross Income by Age (Curren t Value): 2005-2009
KES Million
2005 2006 2007 2008 2009
Under 20 99,101 113,931 127,772 145,242 160,218
20-30 298,961 343,700 385,454 438,155 483,334
30-40 324,180 372,693 417,969 475,117 524,107
40 - 65 355,201 408,356 457,965 520,581 574,259
Over 65 106,560 122,507 137,390 156,174 172,277
Source: National statistical offices, Euromonitor International
Table 35 Average Annual Gross Income by Age (Consta  nt 2009 Value): 2005-2009
KES Million
2005 2006 2007 2008 2009 % growth
Under 20 157,353 158,046 161,491 162,308 160,218 1.8
20-30 474,690 476,781 487,175 489,639 483,334 1.8
30-40 514,733 517,000 528,272 530,943 524,107 1.8
40 - 65 563,988 566,472 578,822 581,749 574,259 1.8
Over 65 169,196 169,942 173,647 174,525 172,278 1.8
Source: National statistical offices, Euromonitor International
Note: Constant value at 2009 prices

CONSUMER EXPENDITURE

Living Costs

Food and non-alcoholic beverages formed the laggsgory of consumer expenditure, accounting housa
45% of total consumer expenditure at constant priseer the review period. In terms of share inltota
expenditure, food and non-alcoholic drinks wasofetd by housing with 16% and clothing and footw@éas).
Expenditure on food and non-alcoholic drinks grewBt8% from 2005 to 2009, with a peak in 2008, when
post-election violence disrupted production andrithistion, causing high food prices and food shgeta(part
of which had to be compensated for from import$je Year 2008 saw public demonstrations against sky-
rocketing costs of living (especially food prices)inflation rose from 21.8% to 26.6% in April 200®e price
of wheat, rice and maize had nearly doubled froemfevious year. The lowest-income quartile ofkleayan
population spent 28% of its income on maize, thengry staple food crop in the Kenyan diet, anddamand
for basic food products had been relatively priogldstic since people must consume a given minimum
regardless of price so as to stay alive.

Household expenditure on housing increased overetliew period by 5.6%. Increased rural-urban ntigra
led to increases in the demand for affordable lmmuand rental properties. This, together with insezl
availability of mortgages, led to shortages of effible housing and price increases in the realesséator.
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Consumer expenditure on education between 2002@0@ increased by 8.1%. This represented the Highes
growth during the review period, followed by headthods and medical services (6.0%). This can lodbatid

to the fact that Kenyans are thirsty for educatind always seek the best for themselves and thigdiren even
if it means resorting to the services of costlyate institutions and home tuition. Kenyans wess &decoming
more and more health-conscious and sought modegsrofessional remedies for emerging ill-health dbods.
Other factors include drug resistance to the malgarasite, increased expenditures on treatmemntsrfainal
illnesses such as for the growing cases of lifestygeases (such as hypertension), and the réyaltiigh
incidence of HIV/AIDS and tuberculosis.

Besides food and housing, transport is anotheek@ayent in the regular basket of most consumets, tive
majority of Kenyans relying on public transportadng them to and from their work every working day
Consumer expenditure on transport increased by @vn6the review period.

After expenditure on hotels and catering, spendimdgisure and recreation is the smallest by sbiretal
expenditure (it had a proportion of 2% in 2009)dad, during the review period leisure and reaveati
recorded negative growth (-5.7%) due to the twfaa$ of the post-election violence and the gldimancial
crisis. These reduced earnings from certain ketosgcsuch as exports and tourism.

Impact

As urbanisation rates, population and incomes asgeproducers and distributors of basic prodwtshe
assured of growth in demand. Education, health ¢amesport and communication products and sendoes
likely to realise the most rapid growths. Kenyangods are seeking the best personal developmesis|ér
themselves and their children, and communicatianlpets have become more affordable to an extent tha
Kenyans are considering mobile phones as must-hawpsoved levels of information are driving demdad
preventative and curative services, thereby prasggtowth opportunities for the providers of medic
products. On the other hand, the need to get t& wottime is likely to continue driving demand fmassenger
vehicles as well as private cars (among the higimrme earners).

Even though leisure and recreation products rehhisgative growth over the review period becausbef
effect on earnings of drought conditions, posti#decviolence and the global financial crisis, leis products
are likely to realise significant growth in demameer the forecast period as the economy improvdsaan
levels of disposable incomes rise.

Table 36 Consumer Expenditure by Broad Category (Cu  rrent Value): 2005-2009
KES billion

2005 2006 2007 2008 2009
Food and non-alcoholic 456 523 591 672 747
beverages
Alcoholic beverages and 30 35 39 44 49
tobacco
Clothing and footwear 92 106 119 135 149
Housing 159 183 208 238 266
Household goods and 59 68 77 87 97
services
Health goods and 31 36 42 48 53
medical services
Transport 34 39 45 52 58
Communications 23 26 30 34 38
Leisure and recreation 22 25 27 30 33
Education 39 45 52 60 67
Hotels and catering 15 17 19 22 25
Misc goods and services 49 57 64 73 82
TOTAL 1,010 1,159 1,313 1,495 1,664
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Table 37 Consumer Expenditure by Broad Category (Co  nstant 2009 Value): 2005-2009
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KES billion

2005 2006 2007 2008 2009 % growth
Food and non-alcoholic 723 725 747 751 747 3.3
beverages
Alcoholic beverages and 48 48 49 50 49 2.0
tobacco
Clothing and footwear 147 147 150 150 149 1.4
Housing 252 254 263 266 266 5.6
Household goods and 94 94 97 97 97 3.2
services
Health goods and 50 51 52 53 53 6.0
medical services
Transport 54 55 57 58 58 7.4
Communications 36 37 38 38 38 5.5
Leisure and recreation 35 35 35 34 33 -5.7
Education 62 62 65 67 67 8.1
Hotels and catering 24 24 25 25 25 4.2
Misc goods and services 78 79 81 82 82 5.1
TOTAL 1,604 1,608 1,659 1,670 1,664 3.7
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2009 prices
Table 38 Consumer Expenditure by Broad Category (Co  nstant 2009 Value): 2010-2020
KES billion

2010 2015 2020 % growth % CAGR

Food and non-alcoholic 764 982 1356 77.49 6.58
beverages
Alcoholic beverages and 50 64 85 70 6.07
tobacco
Clothing and footwear 152 192 252 65.79 5.78
Housing 274 361 499 82.17 6.89
Household goods and 99 126 165 66.67 5.84
services
Health goods and 55 73 100 81.82 6.87
medical services
Transport 60 80 108 80 6.75
Communications 40 52 70 75 6.42
Leisure and recreation 33 37 44 33 3.25
Education 70 96 135 92.86 7.57
Hotels and catering 26 34 45 73.1 6.28
Misc goods and services 84 110 145 72.62 6.25
TOTAL 1,705 2,207 3004
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2009 prices
WORK

Working Conditions

Over the review period, Kenya had a labour forcbetfveen 38—41% of the national population andreeigg
unemployment rate of around 12%. The key sectoesrgfloyment were agriculture (including tea, coffee
horticulture, maize and wheat), construction, temrand hospitality, manufacturing and the publieil(c
service) sector. The official working hours in Keryin from eight AM to five PM during weekdays,rséating
into 45 hours per week. In some cases, employedsfaofive hours on Saturdays (for instance, sdraek
officials on the first and last weekends of the thpnThe legal limit for working hours per weeka2 hours,
but this is extendable for night shifts. Extra wiagkhours (overtime) attract a special hourly rdtegrtime
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pay) pre-agreed between the employer and the eegdoyDver the review period, the government alloted
gradual introduction of a 24-hour economy to bgetuctivity, employment and sales.

Employees in Kenya are legally entitled to annwadi peaves of 24 days (civil servants receive arage of
one month paid leave). There are also 11 natiasladdys, which are usually treated as paid holidaye
employment act regulates employee-employer issughgding leave days. However, individual employaso
develop their own leave policies to complementgi@visions of the employment act. Kenyans (both
employees and employers) are very liberal towdedshile working hours and they accommodate working
shifts (including night shifts).

Whereas gender and racial discrimination have eehla big problem in Kenya, discrimination at tharkv
place based on ethnicity has emerged as a big @ssrehe recent past. In the past decades, whgrepr
understanding of HIV/AIDS was lacking among matmgre was also significant (albeit tacit) discrintioa
against infected people.

Commuting

A majority (70%) of Kenyans use public road transpehicles to get to and from work every day. With
reliable providers of weekly or monthly travel pésror tickets, most Kenyans pay for their dailywvements
by cash. Personal cars have been getting populac@ases gradually rise and as loans facilitieobsz more
available. The importation of used cars has alseiged affordable options even for lower-middleante
earners. As a result of the increasing number i&f, @number of urban areas (especially the ciéies)
experiencing regular traffic delays during rushispowhich leads to extra pollution, loss of timel doss of
fuel. Parking space has also been getting scatbénvaities such as Nairobi and the local authdnig been
harbouring plans to restrict the entry of persaaas into the central business district (CBD) mn#icantly
raising parking fees.

Working Women

Thanks to increased levels of education, women &mapoent and some limited affirmative action, thenber
of working women has greatly increased over themepast. Most employers have incorporated an equal
employment opportunity policy in their institutiobst some sectors such as the hospitality one $laven a
continued domination by women. Over the reviewgurivomen made up around 45% of the total working
population and the number of employed women gred(%p from 2005 to 2009. Kenyan legislation stipesat
that women employees are entitled to two monthzaad maternity leave but child care support i$ stib-
optimally regulated. The review period saw theddtrction of a two-week paternity leave for men.

In terms of remuneration, women have shown tremesidains such that some women in human resource
positions, sales and marketing positions, audi@limedia as well as communications and public iciat
positions, earn more than men thanks to their ingtgob performance levels. However, male wages hav
continued to be significantly higher than female®mwith margins of between 8-20%. On the other hamd
increasing number of women have been venturingtéeiously male-dominated professions like engimegr
politics and medicine, and also taking up managempesitions, thereby gradually eroding the wagesgap
Increased urbanisation and interactions with therivational world have changed women’s perceptioms
lifestyles, leading to housewives and lower-cadoene&n employees registering for part-time classes in
universities and outsourcing home-making servitbgse trends are enabling women to take up bedigng
jobs in the service and manufacturing sectors.

Alternative Work Options

Part-time employment has been common in Kenya migtass an alternative to unemployment but also as a
means to earn extra income. During periods of red@zonomic growth, employers in the manufactuaind
distribution sectors have tended to increase thebeus of their part-time employees as a way of ¢
production costs given the tight market conditithet often prevail at such times. The later pathefreview
period, for instance, saw a slight increase in-par¢ employment (increase in use of casual anevdakers)
as the post-election violence and global finanoialis depressed the markets for consumer goodmeéiavith
young children to take care of have also often dopart-time employment to better fit with their hemaking
roles. Excluding those on permanent employment albo engage in part-time activities (for instance,
lecturers), part-time employees made up 5% ofdted employed population.
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Over the forecast period, the number of part-timpleyees is likely to rise by over 45% as an inseeh
number of people will be able to choose betwedrifue employment at market-certain rates and eBmi
terms doing private business most of the time anking part-time, thereby securing a more flexithégly
routine. As the number of single-parent househwitide increasing over the forecast period, moengn are
likely to prefer part-time employment to allow thengiven amount of time for their children.

Self-employment has been gaining popularity overléist decade and an increasing number of people ar
tending to prefer to work for the first few yeafgteir lives, gain experience and acquire someistacapital
before entering into full-time self employment. Mamuseholds are also running small-scale business
undertakings even as the parents go to full-tinhs gvery day.

Teaching at intermediate or tertiary-level collegegrivate schools, sales and marketing, and laotltourism
jobs are the main types of employment that offlaraative work options. On the other hand, emplaynie
the civil service has continued to offer immenspaunities for engaging in private businessesciiees run
grocery shops, transport vehicles and bicyclesedkas flour-milling businesses besides their uitservices.

Retirement

In Kenya, the official retirement age for most teervants had been 55 years but was recentlydr&is&0
years. The proportion of pensioners was around B#teaotal population over the review period ang i
expected to gradually rise over the forecast pesmthe Kenyan population slowly ages. The govenime
recently modified pension regulations to allow peners earlier access to their pensions by offetiiegn a
chance to opt for early retirement; these changee been welcomed by the Kenyan public.

Kenyan pensioners tend to spend more on produatsrthke their lives simpler and easier in old dgege-
button mobile phones, water pumps, plastic watsgmairs and alternative energy sources like saoidr
accumulators have proved popular among this eldgdyp. Over the forecast period there is likelyo¢o
increased demand for such products, as well as ptbducts used by pensioners such as spectaaes an
medical facilities handling conditions such as opt&osis and incontinence.

Unemployment

There were relatively high economic growth rategrdythe first part of the period under review, kiag
around 7% in 2007. However, the later part of tbeqa under review saw a degeneration into low ghaates
because of the post-election violence in 2008 hadayg effects of the global financial crisis ir020The
unemployment levels over the review period wereegalty around 12%, but rose slightly towards thed &n
13.1%, with more women (15.2%) than women (11.3&6hdpwithout a job in 2009. The worst affected sext
were the tourist and manufacturing sectors. Asnidagion continues into the forecast period, uneympent is
expected to rise.

Those aged below 30 featured prominently amongitigenployed. Within this age bracket, the peoplé Vaty
levels of education were the most affected by urleympent and/or underemployment. This group of peopl
often had very little, if any, capital assets acuolated over their short lifetimes. The only hopetfee
unemployed was the engagement in (mostly inforsralll-scale business activities as there are ate$ploo
unemployment benefits in Kenya. The youth fundemlbut over the review period by the governmenttaad
numerous micro-credit initiatives that have emenrgede therefore greatly welcomed by the youths.

Table 39 Employed Population: 2005-2009
'000

2005 2006 2007 2008 2009 % growth
Employed male population 7,835 8,030 8,260 8,475 8,676 10.7
Employed female 6,561 6,763 6,972 7,176 7,220 10.1
population
Total employed population 14,396 14,793 15,231 15,651 15,896 10.4
Part-Time Employees 635 653 692 730 771 21.4
part-time employees
Male part-time employees 344 354 377 406 432 25.6
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Female part-time 291 299 315 324 16.5
employees
Source: ILO, Euromonitor International
Table 40 Employed Population: 2010-2020
'000

2010 2015 2020 % growth
Employed male population 8,907 10,200 11,694 31.3
Employed female population 7,449 8,702 10,087 35.4
Total employed population 16,356 18,902 21,781 33.2
Part-time Employees 1,002 1,165 1,350 34.7
Male part-time employees 560 634 708 26.4
Female part-time employees 442 531 642 45.2
Source: ILO, Euromonitor International
Table 41 Unemployed Population: 2005-2009
'000

2005 2006 2007 2008 2009 % growth

Unemployed male 988 1,034 1,034 1,058 1,106 11.9
population
Unemployed female 1,095 1,118 1,106 1,116 1,295 18.3
population
Total unemployed 2,083 2,152 2,140 2,174 2,401 15.3
population
Male unemployment rate 11.2 114 111 111 0.1
Female unemployment rate 14.3 14.2 13.7 135 6.3
Unemployment rate 12.6 12.7 12.3 12.2 4.0
Source: ILO, Euromonitor International
Table 42 Unemployed Population: 2010-2020
'000

2010 2015 2020 % growth
Unemployed male population 1,131 1,276 1,462 29.3
Unemployed female population 1,300 1,376 1,584 21.8
Total unemployed population 2,431 2,653 3,046 25.3
Male unemployment rate 11.3 111 111 -1.8
Female unemployment rate 14.9 13.7 13.6 -8.7
Unemployment rate 12.9 12.3 12.3 -4.7
Source: ILO, Euromonitor International
LEARNING
School Life

There is great demand for quality education in Kerand the higher one moves along the Kenyan edacat
system, the greater the shortage of educatione¢gléor pupils and students. As such, competitiomplaces in
well-performing educational institutions has becdamegh. Even the employed strive for higher academi
qualifications, regardless of whether such qualtfans improve their productivity on their curréoibs or not.

Further training/education plays a complimentaig to strong networks in career progression. Olveréview
period, expenditure on education accounted forrad@i% of the total household expenditure at cong2009)
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prices. Total expenditure on education by Kenyansaous levels (pre-primary, primary, secondang a
tertiary) grew by 8.1% from 2005 to 2009.

The Kenyan government undertakes the training @fsshool teachers, the preparation and developofi¢hée
curriculum and the preparation of teaching materidbwever, the development of pre-school unitstaactost
of teachers’ services have been left to parentepuanities and other non-governmental agencies.rgavi
attended nursery school is now a pre-requisitefoolment into ‘standard’ (class) one at the prirezhool
level. With increased births in Kenya, the numbignenple attending pre-primary school has increasedrate
of 5.3% over the review period to over 1.7 millioy 2009. This growth rate has exerted a lot of fareson
available primary schools, which have found itidifft to cope.

At age six, children are enrolled into standard mnieegin the 8.4.4 system of education. Undectheent
system, people go through eight years in primangst; four years in secondary school and four yaathe
university/tertiary level. As at 2010, compulsodueation was the primary school part of the systm, the
government’s firm implementation significantly ingmed school enrolment. According to study reswteased
in mid-2010 by the Kenya National Examination CAu¢NEC), there were more than 8.6 million childri
primary schools in 2010. The number of childrepiimary schools grew at a rate of 1.2% over théerev
period.

Having sat for the Kenya Certificate of Primary Edtion (KCPE) examinations, children leave the priyn
school level at age 13 or 14 to join the four-yleag secondary level of education. Admission terfane at
the secondary level is based on the level of attamt in the KCPE examinations. The number of seagnd
school students grew at a rate of 32.1% over theg®2005-2009. The transition from primary to sedary
school has, however, been a national challenge shecdemand for form one places far outweighstpply.
In 2005, for instance, only 57% of the more thafhmillion primary school graduates secured planes i
secondary schools. The transition rate has improved the years, standing at 67% for the KCPE ahatds of
the year 2009.

At eighteen years, people leave the secondary tdheducation having sat for the KCSE examinatiovisich
is a pre-requisite to joining universities, teclahicaining institutes, national polytechnics, tearctraining
colleges, medical training colleges and other naddiel colleges.

Private schools and institutions have emergedtakimstitutions in the educational system, meesingply
gaps and discovering market niches for themsebued) institutions are not government owned, heacernis
meet all educational costs of their children. A tamof private schools have consistently perforinettier than
public ones partly because they are better-stafifetbetter-equipped. Some private schools in thatcp also
deliver international and the United Kingdom cuution. Such schools are expensive by Kenyan stasdardl
they cater for the international, professional,akpte and local business communities, as wetifagential
politicians. They offer alternative curricula togme who aim at direct entries to foreign instibat$ of learning
later in their lives.

In 2003, the government reintroduced free primahosl education and subsidised secondary schocbé&du.
Since then, government expenditure on educatiom&eas increasing steadily with most funds diretteeards
payment for tuition and stationery. The reintroéuciof free primary education enabled more of therpst
children in Kenya to join public primary schoolgnsequently, the number of pupils per teachermagased,
having already been very high in public primaryaalk. Following that development, there has be&#.6%
increase in the number of candidates enrollind<®GPE (from 540,069 in 2002 to 727,054 in 2009). theo
result has been that the number of pupils in peiysitmary schools has nearly tripled, since a nurobe
middle-income families have transferred their at@fdto private schools in search of better-quadwcation.

Extra home tuition hours, coaching and holidayidnihave become a permanent feature in the educatio
system both in public and private primary and sdeoyschools. Parents willingly pay for the extoarte
tuition so as to improve the academic performari¢hedr children in order to qualify for the bestcendary
schools and the best courses in tertiary instigtié\s the population continues to grow and asrireper
capita rises, demand for the services of privat®als and tutors is expected to grow, especiallyiéw of the
fact that the resources available to a majoritguddlic schools are already overstretched and thay mot
realise rapid improvements at the pace desiredabgngs.
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Back To School Shopping Trends and Habits

In Kenya, the school year begins in January foh Ippimary and secondary schools. It consists &fehearning
terms: January—March, May—July and September—Noeenilne terms are separated by breaks lasting batwe
four to seven weeks for most primary and seconseingols. The main buying period is late Decembety-ea
January, which coincides with the beginning offil& term of each school year. During this perikely items

for the school year are purchased, especiallyarctse of boarding school pupils and students.€Tinetude:
exercise books, set books, textbooks, school ungpsocks, shoes, games kits and pens, besiddarrigms

like shoe polish, toiletries, fruit juice, margariand marmalade. Since January is also the admisioth,

new students and pupils reporting to boarding sish@muire metal boxes, mattresses, pillows, piltases,
blankets, bed sheets, mosquito nets, shoe brusbagensils in addition to the aforementioned items

Other buying periods in order of reducing significa are: April-May, August/September, around patent
days, around half-terms, and around designatetingsiays. During these buying periods, reguladgdi
products like margarine, fruit juices, bread, casdcocoa, drinking chocolate, tooth paste, soagshing
powders, toilet paper, sanitary pads and shoetpatis the most purchased items, although occabjomafn-
out uniforms are also replaced.

For uniforms and books, a number of schools agwsents on the shops to buy from. This is intertdeaffer
convenience to parents and ensure that the propesrcshades are obtained. For the other itemgaiketries,
personal hygiene items, food items and statioreugermarkets offer the needed one-stop shops fen{sa
students and pupils. Being aware of the preva#ipgnding patterns, supermarkets roll out appragyiat
targeted back-to-school offers around school ogedays.

University Life

By 2009, Kenya had 30 universities (seven publit 23 private ones). In 2005, enrolment in publit/ersities
had passed the 58,000 mark, while that in privateausities was about 10,000. By 2009, the uniwesrsith
the largest student population at any one giver tiras Nairobi University (with over 37,000 students
registered in various courses).

Since bed space and other resources at publicrsities are very limited, the Joint Admissions Bb&rAB) is
in charge of admitting students to the public ursitees based on set cut-off points. JAB also ssesissues of
gender equality in the distribution of admissiopogunities. It is partially due to some form ofiahative
action introduced by the JAB, that the number afdées admitted to universities grew more rapidB.{26)
than that of males (17.1%) over the period 20059200

Financial support to public universities from th@mvgrnment has dwindled over the last decade, andimost
limited to paying staff salaries and partial paytsesf tuition for students admitted via the JABtdldees
payable by university students in Kenya depenchercourse to be studied. Courses in disciplinegeélto the
humanities and social sciences cost approximat&lg k50,000 (US $2,000) per academic year, engimgeri
KES 400,000 (US $53,309), and health sciences — KE000 (US $9,330). Whereas other students lzave t
shoulder the full costs of their university eduecatistudents admitted via the JAB process pay didesi fees
(since the government covers part of the tuiti@sfeand can also apply for student loans from tigbét
Education Loans Board. The JAB admission figure 1tos16,000 students by 2008 but this was stily Vew
given that more than 82,000 of the 276,239 KCSHlicktes of 2007 qualified for university admission.

Almost all universities in Kenya have built studéatls of residence, and, where apartments areqate,
they work with private developers to negotiate ®for renting apartments by their students. Masdestts
admitted to public universities via the JAB proctde up accommodation at halls of residence haitrun by
the respective universities. Each student can eéhatbst type of accommodation arrangement best Isinitsr
her.

At the universities in Kenya, the most popular satg include pharmacy, human medicine, dental syrge
engineering, architecture, nursing, veterinary riedi law, actuarial sciences, biochemistry, firmand
business-related courses (such as commerce, eamB)dsiness administration and business managegment
The common age to achieve a degree is 24 yeaide@tustrive to find part-time jobs to help finaticeir

living and university costs, as well as invest thes marketable skills not obtained within theiucses at the
university. Indeed, a number of students securetpae jobs as tutors in some schools and instihgiaround
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their universities. A number of students also eegagmicro- and small-enterprise activities to essme extra
income during their years at the university.

Regarding weekend activities among university sttgld-riday to Sunday evening is a party and rélaxa
period. They go partying in clubs, visit friendaelatives within and around their campuses, dtsports

occasions, or escape to recreation areas aroumndittieersities. The process of admissions throtinghJAB
often leads to situations where students haveuttysth universities far away from their homes andiach,

travelling home to visit family is for most studsimited.

By 2009, it was estimated that there were more €800 foreign students in Kenyan universities elgpr
students in Kenyan universities largely come fromEastern Africa and the Horn of Africa regionsutiern
Sudan, Rwanda, Burundi, Uganda, Tanzania and Samatitribute the bulk of foreign students. Othees a
from Mozambique, Malawi, the UK, the EU, the US,sfralia and Japan — especially those involved in
exchange programmes such as Erasmus Mundus.

There are also a number of Kenyans studying inaugities in other countries and regions such astlga
(Makerere), the US, the UK, the EU, Australia, GimaSouth Africa and Botswana. As at 2007, the $figiof
Education estimated that more than 10,000 Kenyaane enrolling for higher education in universitegside
the country each year.

The standard of education in Kenya compares fawbynaith that in countries like India, China angaa.
Students taking courses in Kenyan Universitiestcamsfer credits to European universities, foranse, within
the Erasmus Mundus programme, and graduates frowpafeuniversities can directly proceed to undertake
graduate studies in universities all over the woBdaduates from the Kenyan educational system etarfpr
jobs on a par with those from other countries.

Adult Learning

Adults who have left full-time education have numes opportunities for personal development or frrth
education in middle-level colleges, professionatitntes and even in universities. City campuseksextra-
mural or distance learning centres establishednbyetsities in various parts of Kenya enable adwaltSnd
courses scheduled to fit in their busy lifestylepeofessionals, employees or businessmen.

Apart from the universities, there are both publicl private middle-level colleges and institutitimst offer
certificate and diploma courses. Just as in the o&sourses offered by universities, a majorityeairners
registered for courses in middle-level colleges iastitutions have to individually pay for all tleests of their
courses. There is no single elaborate public ggstem in place, but in a few cases, civil servants
employees of some private companies or organisaienure scholarships, study grants, loans or fessaom
their employers if they can prove that the planoaarses would enhance their productivity. The ceaty

from KES 20,500 (US $274) for a 6-month certificateirse in business management at KIM to KES 89,500
(US $1,194) for a one-year diploma course in yalghelopment work at University of Nairobi's Centog
Open and Distance Learning. By 2009, about 2% ekibnyan population was taking up further education

The Kenyan government has an adult continuing gaucprogramme aimed at improving literacy and othe
forms of education among adults and out-of-schoolly who, for one reason or another, did not aegfhie
expected literacy level. Through the programmeltdiieracy has been offered in most mother langsaas
well as in Kiswahili and English. The costs forstiprogram have largely been borne by the governarhtts
development partners.

Table 43 School Students: 2005-2009
As stated

2005 2006 2007 2008 2009 % growth
Pre-Primary School ('000) 1,643 1,672 1,699 1,711 1,731 5.3
Primary School ('000) 6,076 6,101 6,119 6,130 6,146 1.2
Secondary School ('000) 2,470 2,584 2,729 3,107 3,264 32.1
Compulsory Education 6 6 6 6 6
Commencement Age (years)
Primary School Leaving 13 13 13 13 13
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Age
(years)
Source: International Bureau of Education, World Data on Education, UNESCO, Euromonitor International
Table 44 Graduates: 2005-2009
As stated

2005 2006 2007 2008 2009 % growth

Primary School (‘000) 671 666 704 696 727 8.34
Secondary School (‘000) 260 243 276 304 330 26.92
Transition rates -
primary to secondary 57 60 70 64 67
(Percentages)
Source: EUROSTAT, OECD and UNESCO, Euromonitor International, National Statistics
Notes: Graduates are those who have successfully completed an educational programme.

Transition rate was 46% in 2003. The post-2008 period saw reduced enrolment and transition rates due to disruptions and
destruction caused by the post-election violence in the first quarter of the year.

Table 45 Higher Education Students: 2005-2009
As stated

2005 2006 2007 2008 2009 % growth
Higher education 113 119 125 130 135 19.0

students inc.
universities (‘000)

Male ('000) 71 74 77 80 83 17.1
Female ('000) 43 45 48 50 52 22.1
Source: UNESCO, Euromonitor International

EATING (INCLUDING SOFT DRINKS)

Shopping for Food and Drinks

Whereas eating out is a status symbol for somanéory Kenyans, it is still an alien habit. Kenyansfer fresh
foods, especially fruits and vegetables, but aleshly slaughtered beef, pork and chicken meatjedisas fresh
fish. Over 80% of Kenyans directly purchase theeftsupplies from butcheries and freshly pluckegktables
from groceries (with a large number also gettingetable supplies from their own gardens).

Most rural area residents obtain a majority ofrtf@dd supplies (like eggs, kale, cabbages, maeans,
groundnuts, peas) from their own farming activitedy buying the same from nearby open-air marétating
given market days of the week. Urban area residentthe other hand, have to purchase almost dwedy
item, and to do this they rely on neighbourhooddees, produce markets like Wakulima and Gikomba in
Nairobi, and supermarkets. Both groups purchaseaufaatured products such as cooking oils, bread, fat
sugar, salt, curry powder, seasoning products nigaflour and, in some cases, milk from supermaréats
kiosks. Among lower-income consumers, price isrttaén deciding factor when they go shopping and they
would go an extra mile to save a few coins. Medinoeme consumers consider the distance and tindvied,
since they are often busy in careers and/or schdule higher-income consumers would give anything
obtain what they prefer (even if it is expensivdomated further away).

Shopping for and cooking food is largely done bywen. However, due to urbanisation and the assaciae
in popularity of supermarket shopping, men aredasingly willing to undertake shopping tasks since
supermarkets have created a more favourable stgpppirironment including longer opening hours and
complete with convenient packaging.
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Supermarket chains like Nakumatt and Ukwala hatredinced loyalty cards on which customers accuraulat
and later redeem points. The trend towards prilaiel brands or store brands has been fast catabpingy
Kenya. Many stores now have their brand names @t products, offering them at slightly lower pridkan
national brands. Retail outlets are capitalisingresh food offerings such as ready-to-eat snavksits, baked
and dairy products.

Online sales have until the end of the review pkptayed an insignificant role. Shopping through ititernet
is unlikely to see any meaningful growth since asde the internet is still very low and wheresitwailable,
online shopping is associated with extra costs sliahpeople would rather spend the time and méorey
physical shopping. Among higher-income households 8pend more on (imported) leisure and recreation
products, shopping and payment over the interned baen gaining in terms of numbers of customerstHese
too remain fairly low.

Elsewhere, the negligence in service provisiondeal authorities has led to an increase in the murabpeople
distrusting piped water for drinking. Whereas the-lincome consumers boil or treat piped water teefor
drinking, medium- and high-income consumers puretmtled/mineral drinking water. This trend has te
growth in the sales of bottled/mineral water, om ¢ime hand, and water treating chemicals on ther didnd.

Impact

Despite the traditional Kenyan preference for friesids, working parents are increasingly seekingréserve
foods in order to minimise the number of shoppifastper month. Packed and processed foods are also
becoming popular. Durable products like microwavefjgerators and freezers also benefited froghsly
increased sales figures. As more people take upgalay from home and as time-pressure mounts in the
forecast period, products that improve conveniamgksave time such as packed foods, microwaves and
refrigerators will be purchased in greater quagtiti

Low-income households displayed a certain levéhdifference towards genetically modified foods othe

review period, but better-informed higher-incomafiamers displayed a clear preference for organid$oAs
levels of information rise over the forecast perithe clear preference for organic foods is likelyiden. This
possibility is likely to raise the market for ganileg products as well as organic food suppliesrasthurants.

Bottled/mineral water and water-treating chemieaitsalso likely to gain further from increased daechas the
urban population pressure continues to overwheérttpacity of local authorities to provide quatityinking
water. The increasing number of health-conscioapleeis likely to be more willing to pay more fouajity
drinking water than risk ill-health. The entry obma players into the bottling and water-treatingibess is
likely to raise standards and slightly lower pricgsch trends are likely to further increase thpyparity of
bottled/mineral water in the forecast period.

Dining in

Kenyans generally prefer cooking to eating outuncpasing ready meals. Within a dinner meal, Kepysat
lots of carbohydrates (ugali, rice or chapati) vgthens (kale, cabbages or traditional varietied)@oteins
(fish, chicken, beef or goat meat). Ripe sweet hasamangoes, guavas, avocado or passion fruitsteones
accompany the servings. There is no single naticuialne in Kenya, rather a collection of cuisifresn the
different ethnic communities and groups in Kenya.

With the increase in the number of people workiulgdays away from home and as children went teofér
schools, purchasing ready meals or carrying pakksthes became more popular for lunch needs dtimg
review period; however, the household kitchen dated when it came to catering for dinner or supeen
take-away or ready meals delivered at home haweegrto be fairly unpopular among Kenyans not only
because of the expenses involved but also bectlias been seen as a foreign habit.

Impact
Expenditure on take-away foods and home deliveléeseased over the review period. This prefereoice f

home-made meals cooked with fresh ingredient&édyito drive the growth of the services of greengrs and
butchers. Restaurants and fast-food shops willimeatto complement home-cooking over the forecasbd
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as an increasing number of couples work away froméy rendering them unable to prepare and eat warm
lunches.

The demand for kitchen equipment such as ovens, @aah utensils is also likely to grow as new cosigket up
households and as the home preparation of mealuaerio prevail beyond the forecast period.

Dining Out

Kenyans have been spending increasingly higher ateaf money when dining out. Most of the peopl@wh
use the services of restaurants and fast-foodteutteso during lunch hours and weekend outingty ®small
number from single-person households eat dinnerstaurants after work. By 2009, about 15% of the
population were eating out regularly (spending alk@&S 200 per day). This has been a slight incréase the
figures at the beginning of the review period, whaty about 9%of the population ate out regulafiye
increase in the number of people eating over thieweperiod can largely be attributed to increased
urbanisation and the taking up of employment opputies at considerable distances from homes.

Impact

The products of retail food outlets are likely tow in terms of popularity and values of expendituas
incomes grow and the numbers of urban employe@ease over the forecast period. Restaurants alg bt
continue playing a key role in meeting lunchtimed®of medium- and high-income people working away
from home. Apart from the health-conscious, thoke are currently not using restaurant servicesileely to
take them up as their personal earnings increase.

Towards the end of the review period, the catecmmmmunity had been broadening their product offeisater
for diabetics, healthy eaters and vegetarians,edisas organic food fans. These trends are likelgttract
higher numbers of the better-informed and opiniedahedium- and high-income earners, who are oéady
to pay a premium fee for quality services. The néseiccess of Renalo, a niche restaurant offeraghfy
cooked traditional dishes, has exemplified the opmities inherent in the restaurant business.

Café Culture

Partly due to the warm weather in Kenya, a verylisgnaup of Kenyans adopted the culture of drinkiag and
coffee in coffee shops. Over the review periods gractice was restricted to young adults in udraas and the
expatriate community in cities. Over the period 202008, consumer expenditure on cafés and barmeedly
over 6% at constant (2008) prices.

Impact

The market for the products of coffee shops has bdeeressed by a weak coffee- and tea-drinkingieult
among most Kenyans. Though tea drinking has becmmewhat popular, coffee drinking still remainsyver
low. Coffee shops have made efforts to introdubemoproducts into their offer lists such as iceaane and
cookies, and this has to some extent motivatechiéeld number of people to take up coffee-drinkidgwever,
the growth in the café culture may realise onlyyvearginal growth in the forecast period when yaiags
pick it up from movies and television screens.

Table 46 Consumer Expenditure on Food (Current Valu  e): 2005-2009
KES billion
2005 2006 2007 2008 2009

TOTAL 723 725 747 751 747
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Table 47 Consumer Expenditure on Food (Constant 200 9 Value): 2005-2009
KES billion

2005 2006 2007 2008 2009 % growth
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TOTAL 1,148 1,006 944 839 747 53.7
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2009 prices
Table 48 Consumer Expenditure on Food (Constant 200 9 Value): 2010-2020
KES billion
2010 2015 2020 % growth % CAGR
TOTAL 806 968 1,209 50 4.61
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Notes: Constant value at 2009 prices
Table 49 Consumer Foodservice by Type (Current Valu  e): 2004-2008
US$ million
2004 2005 2006 2007 2008
Consumer foodservice by 321 365 390 434 496
type and chained/
independent
Cafés/bars 82 92 96 104 118
Full-service restaurants 144 168 182 202 229
Fast food 61 68 72 83 96
100% home delivery/ 2 2 2 2 3
takeaway
Street stalls/kiosks 32 35 37 42 51
Pizza consumer 37 49 55 62 73
foodservice
Source: National statistical offices, Euromonitor International
Table 50 Consumer Foodservice by Type (Constant 200 8 Value): 2004-2008
US$ million
2004 2005 2006 2007 2008 % growth
Consmer food service by 494 537 558 599 496 0.4
type and chained/
independent
Cafés/bars 126 135 137 144 118 -6.4
Full-service restaurants 222 247 260 279 229 3.2
Fast food 94 100 103 115 96 2.1
100% home delivery/ 3.08 2.94 2.86 2.76 3 -2.7
takeaway
Street stalls/kiosks 49 51 53 58 51 4.1
Pizza consumer 57 72 79 86 73 28.1
foodservice
Source: National statistical offices, Euromonitor International
Note: Constant value at 2008 prices
DRINKING

Drinking Habits

Consumer expenditure (at constant 2009 prices)amhalic beverages and tobacco steadily increasadate
of 1.8% over the period 2005-2009 and accountedbout 3% of the total expenditure by Kenyans. Haewrge
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this increase occurred in an environment of raigatiprices due to a variety of factors. In additto the
effects of the global financial crisis, disruptioocasioned by the post-election violence, highatidgh and
increases in production and raw materials costscthatributed to a decline in the purchasing poefanany
consumers in 2009, increases in excise duty onsaane spirits further raised unit prices and troreef
dampened growth in 2009. Unit prices saw overalldases of 300% in less than six months, thankstals
previous tax increases on wine and spirits in 20@8ing unit prices sky-high and slowing markebwth.

The majority of Kenyans prefer to drink in pubsjted or bars while watching games such as foothehy or
cricket. The majority of consumers of alcoholicnlts are adult males: over 85% of the male popuiatio
consumes various forms of alcoholic drinks. Evemagithe underage, there is a strong desire to cmasu
alcohol and alcohol abuse among younger generasanbig problem in Kenya. It was due to the szdlon of
the prevalent abuse of alcohol and other substahaeethe Kenyan government established the Ndtiona
Campaign Against Drug Abuse (NACADA) Authority whiés tasked with the provision of leadership on
policy development, education regulation, managenmagramme implementation and research coordinati
on matters pertaining to drug and substance abusenya.

Impact

Kenyans have a tendency to reduce their expenditugdcoholic drinks when the purchasing powessfall
during tough economic times, with lower-income easrtending to switch to low-priced alternativesewlunit
prices rise. These tendencies occasioned dampeoethgates for sales of alcoholic drinks over tegew
period and manufacturers responded by executigeted promotions and new product offers. Even thoug
economic growth is currently improving and therefoonsumers are experiencing improved purchasing
powers, this process will be a gradual one and@® of the aforementioned habits are expected theer
forecast period. The government’s tendency to rtaises on alcoholic beverages is also likely tatiooe
causing unit price increases over the forecasbgeRor example, in the 2010/11 budget, the goventragain
proposed increased excise duty on malt and norethbker; this would see a marked rise in the recamded
retail price of the product. As such, smaller psiaies are likely to perform better among consunsssire
easier-to carry low-cost packaging. In an efforbédster sales figures, the market is likely to sewe attempts
to provide cheaper alcoholic drinks in view of lreposed Alcoholic Drinks Control Bill 2009 whicamong
other things, seeks to legalise traditional brews.

The established habit of drinking in bars accompauiy friends while relaxing after work is likely tontinue
obtaining in Kenya even beyond the forecast pei@iden a large youthful population that will be mndtbg
over the forecast period, beer and games will oaptbringing alcoholic beverage consumers togethérthus
demand is likely to rise. This situation will cushiexpenditure on alcoholic beverages from sinking.

Shopping for Alcoholic Beverages

A large part of the distribution of alcoholic drimks done by agents of manufacturers and indepénden
distributors, which supply hotels, clubs, barstaesants and supermarkets. However, bars, depdts an
supermarkets are the most common points from wéredeconsumers buy alcoholic drinks. Whereas aléohol
products sold through small-scale bar owners adelyiavailable to consumers countrywide near thesas of
residence, large supermarkets and hypermarketbaniareas are able to negotiate for discounts;hthiey
transfer to their customers.

In Kenya, there is no drink designated as a naltioma. Rather, each consumer has his or her ovoufée
brands of drinks. The Tusker beer brand from Edist#@n Breweries Limited (EABL) has, however, been
traditionally popular among many beer consumersrAfpom beer, other alcoholic products in the meark
include Johnnie Walker, Richot and Bond 7. Suclmébed liquors have tended to be mostly consumedidy t
middle- and upper-income earners in Kenyan urbad éfew rural) areas. With popular brands likekBus
Guiness (stout), Senator Keg (lager) and Smirrgifirif), the giant EABL has been the clear markater in
the Kenyan alcoholic drinks market. By 2009, EABddra market share of about 74%. Other significearket
players are the Kenya Wine Agencies Limited (imatioh and distribution of wines and spirits), Ketec
industries (the brewer of Summit Lager), and a nema independent distributors.

Though beer is likely to remain the most populg@etpf alcoholic beverage among Kenyans, price distso
offered by manufacturers of brands such as Ch&seaViceroy Brandy, Kibao Vodka, Simba Cane arfieot
spirits will help in motivating alcohol consumeasjbin their friends in various bars or clubs otle forecast
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period. Moreover, high-income consumers as wetbassts will continue to buoy sales growth frorpping
too far in cases of unit price increases.

For outdoor partying among youngsters, beer cadsachets (mostly for spirits) have been populartlypdue
to their low costs (especially when obtainableoweér quantities) compared to bottled drinks. Othseywmost
beers are sold as bottles packed in plastic cratese most consumers are influenced by brand whepping
or drinking in bars, most manufacturers undertageificant spending in brand development and seguri
brand loyalty. For example, EABL has tried to maintloyalty to Tusker beer by, among other things,
sponsoring sporting events and linking the branplojpular games. Watching the popular game aftar@ h
day’s work and drinking Tusker then become complase

Table 51 Consumer Expenditure on Alcoholic Beverage s and Tobacco (Current Value): 2005-2009
KES million

2005 2006 2007 2008 2009
TOTAL 30,452 34,560 39,052 44,392 49,230
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Table 52 Consumer Expenditure on Alcoholic Beverage s and Tobacco (Constant 2009 Value):

2005-2009
KES million
2005 2006 2007 2008 2009 % growth
TOTAL 48,351 47,943 49,358 49,608 49,230 1.8
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2009 prices
Table 53 Consumer Expenditure on Alcoholic Beverage s and Tobacco (Constant 2009 Value):
2010-2020

KES million

2010 2015 2020 % growth % CAGR
TOTAL 50,297 64,459 81,129 61.3 5.5
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2009 prices
SMOKING

Smoking Habits

The figures from the period 2005-2009 show thatexture by Kenyans on alcoholic beverages ancctba
has been increasing every year. Overall prevalammng adults increased gradually over the forquersbd
and had reached almost 18% by 2009. In the sanmetiieasmoking prevalence among the male adult
population was over 26%, while that among the fenaalult population was 9%.. With improved awareness
creation by the government and public health staklksns, many consumers have reconsidered theiromgiton
smoking. However, only a small percentage has Hgtueanaged to reduce or abandon their addictiveksmg
habits.

The government of Kenya through the Tobacco Actreasicted the minimum number of sticks per pacien
S0 as to make access to the commaodity difficule &forts to enact tobacco-control measures, imetud
smoke-free legislation and health warnings consistéth some international practices, had beerelgrg
unsuccessful until mid-2007, when some local aiiiesrbegan enforcing no-smoking restrictions ibljmu
places. The Tobacco Control Act, which excludesestr from being classified as public places, oalye into
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force in the third quarter of 2007 and was effedtienforced as from July 2008. Cigarette manufactuhad
to contend with arbitrary arrests of smokers by @idwn) council security officers and confinemefismokers
to smoking zones for quite some time. Ultimatehys resulted into a reduction in sales volumegHer
cigarette manufacturers.

Shopping for Cigarettes and Tobacco

In terms of production, the World Health Organisat{WHO), ranked Kenya the third-largest cigarette
manufacturer in Africa in 2007. The Kenyan armtaf transnational British American Tobacco (BAT)he
market leader with close to 60% of market shagvied by StanCom Company (25%), with the rest ein
shared between Mastermind Tobacco Kenya, Cut Tablaiatited and others. The leading brands that BAT
Kenya (BATK) manufactures and sells are DunhillnBen & Hedges, Pall Mall, Embassy, Sportsman, Sweet
Menthol, Crown Bird, Safari, Score, Rooster, Cresesd Star. The company also offers contract-
manufacturing services for tobacco-related produttes tobacco leaf operations in Kenya and Ugandhere
it contracts over 35,000 tobacco farmers. Its martufing operations in Kenya are the largest irréggon; it
exports its products to East, Central and SoutA#ina countries. Despite a rough regulatory envinent,
BATK has managed to pay out dividends consistemtgr most of the years in the review period. 1020ts
pre-tax profit had risen from KES 1.02 billion t&& 1.08 billion. The company explained that theaghowas
mainly driven by a surge in domestic volumes follogvenhanced distribution and continued econondevtir.
Like manufacturers of alcoholic drinks, manufactsref tobacco products sponsor various social and
developmental activities to create a strong cofgasad brand presence in the industry. This iotieeof the
few effective marketing avenues after promotiototfacco products was severely hindered via legislat
measures.

A majority of smokers buy their cigarettes fromdés and tobacco from open market vendors. Supeatsark
are also used by medium- and high-income consurerst brands can be purchased for under KES 150 (US
$2) per 12-stick pack. A majority of the smokingoptation are low- and medium-income earners ancfbee
buy single packs or a few sticks at a time. Onflgva consumers (medium- and high-income earners) ten

buy in bulk. High- and medium-income earners amy eand-conscious — often going for the leadingnbls

like Embassy and Sportsman — while lower-incomeearare open to all brands depending on the amadfint
money they have at the time.

Impact

The post-election violence in early 2008 and tlodogl financial crisis that followed a year latefeated the
tobacco industry negatively. To make matters wdrseKenyan government has often imposed excigeatut
tobacco products, primarily to discourage consuompidr health reasons. Almost all the cigarettedri
increases experienced over the review period wengapily due to tax increases levied on manufactyrihe
burden of which was borne by the consumers. Owerdhiew period, these price increases often leddioift
by some consumers (especially lower-middle- anditis@me ones) towards less expensive brands, such a
Safari, Rooster and Rockets.

The increased awareness among tobacco productrnersuegarding the health effects of smoking, the
increasingly high excise duties imposed on tobawoducts, and ever-stricter legislation governimg industry
are likely to further slow down growth over thedoast period, but they will be counterbalanceddigesother
factors working in favour of manufacturers andritisttors To cushion themselves from slumps in tleayan
market, some manufacturers have established aggtr@sence in the regional markets. BATK, for ins&
strives to obtain 60% of its business from expaft&h the recent positive developments towards#adisation
of the East African Common Market, regional businssexpected to improve significantly. Howeveg th
industry will need to decisively confront smugglimghich is still a challenge in this emerging marke

Table 54 Smoking Prevalence: 2005-2009
%

2005 2006 2007 2008 2009
Male (% of male adult 26.0 25.9 26.0 26.1 26.3
population)
Female (% of female 8.5 8.8 9.0 9.0 9.2

adult population)
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TOTAL (% of total adult 17.1 17.2 17.4 17.5 17.7
population)

Source: WHO, OECD, Euromonitor International

PERSONAL APPEARANCE

Shopping for Toiletries and Cosmetics

For each year in the review period, expenditureasmetics and toiletries increased, but the pasiiews of
these increases seems to have been eroded byelidtigh inflation rates over the review period guch, an
assessment of the expenditure figures at const@® grices revealed declines over the review peHiadr care
registered the least decline in expenditure attemmgrices, decreasing by 7.4% over the reviewogewhile
fragrances registered the largest decline (24.F8#hy Kenyans view products like fragrances as non-
essential/luxury ones and therefore tend to realomoney away from such products towards necessiti
during tough economic periods. The post-electiatevice and the global financial crisis slowed gioimtthe
market for cosmetics and toiletries in 2008 andR2@bme consumers switched to low-value cosmetic an
toiletry products as their purchasing powers shrank

Urban consumers tend to buy toiletries and cossétian supermarkets, beauty shop and hair saldmte w
their rural counterparts tend to purchase them fnearby kiosks. High-income consumers obtain theiry

care products mainly from pharmacies. For premiosneetics, fragrances and skin care products, phatic
consumers rely on beauty shops and regular supplieo directly import the products from Dubai arideo
Asian economies at affordable prices. Among thditepmanufacturers and suppliers of cosmetics and
toiletries are Unilever Kenya, Colgate PalmolivesEafrica Limited, PZ Cussons, Beiersdorf, Intersomer
Products Limited and Johnson and Johnson. Sonteeafttong and popular brands include Vaseline, &air
Lovely (Unilever), Imperial, Venus (PZ Cussons)y&i and Limara (Beiersdorf), L'Oreal (Carzon), N&e
Lovely (Interconsumer Products), City Men (Schwagdkand Henkel) and Johnson Baby Products (Johnson
and Johnson).

Impact

The more style-conscious teenagers and youngetsaduheir twenties and thirties have continuedrige
growth in the consumption of cosmetic and skin gaoelucts over the review period. Middle- and higteme
women gladly spend on high-end fragrances and boeyms for the feeling of exclusivity they confguch
products are often relatively expensive and thedfardable for the low-income-earning majority. $usch,
there is widespread use of celebrities in the it electronic media besides billboards to prornogmetics
and hair products. As more and more men enteraihdéce industry as bankers, administrators, inste¢and
business executives, a trend is emerging in whiopgr skin and hair care is becoming an aspirddomany
men. Young executives in the private sector arartam drivers of consumption and growth in the reaflr
male grooming products. For teenage males, Afrisarerican hip hop musicians, football stars and movi
actors inspire certain hair styles and groominguiiess.

Given the large size of the youthful and middleehgections of the population and the expected ingato
economic growth over the forecast period, saldsitgtries and cosmetics are likely to increase nWéo
generally obtain information about new and potdigtizetter products from their friends and hairlistg. Hair
stylists therefore present high potential promotiod distribution channels, which will have a sfigaint
impact on the development of the market in thedasé period. Some manufacturers are already estaiyi
active business links with hair salons. The useetdbrities to market cosmetic products is, howgveund to
remain the key promotion strategy over the forepasbd.

About 121,000 people (0.4% of the population) wesemated to be suffering from skin cancer in 2008
incidence is probably higher, but numerous otheesao unrecorded. With the exception of high-ineom
consumers and a few health-conscious people, aityapdthe Kenyan people is either not aware @f th
negative influences of the sun rays or brush deaaind thus remain indifferent towards sun-carelymts.
Consequently, sales of sun-care products are mistgn by tourists (foreign and domestic).
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Attitudes Towards Hair and Beauty

Kenyans, especially urban dwellers, are very corernbout their appearance, with each person speodi
beauty products as much as his or her disposatxdenia allows. The concern with appearance has resvirg
throughout the period under review. The increasimgbers of people employed in the service indusstrie
together with the associated increases in incoh@& complemented the role of advertising and miodu
promotion in raising interest in beauty and groagnifielevision presenters, bank officials and bussne
executives have been overly image-conscious, amy tegnagers and young adults have become ardentfa
actors in soap operas and movies to an extentitegthave tried to emulate them in real life.

Bathing soaps, toothpastes, skin care product$aingbroducts are regarded by a majority of Kenyan
consumers as essentials for their personal app=aeand hygiene. In addition to this, baby powdet jetiies
for mothers with young babies, and sanitary padsvfimen are also considered essentials. Women @gner
spend more on cosmetics than men. Generally, cagrsunwith higher disposable incomes are associaitidaw
higher tendency to consider products that for atlage non-essentials as essentials. High- and mdditome
consumers tend to be brand-conscious and rarelgtégvom their usual brands, but low-income constan
tend to choose the cheapest products that apprtedimaeld the expected results with very littleany,
attention to brands.

Make-up is positively regarded and desired, esfig@eong urban area residents. In many rural areas
however, the uptake and use of make-up is stilinaly low due to the manual nature of the keynexnic
activities and fairly conservative attitudes.

Among men, proper grooming and smart dressing@msidered factors that boost professionalism. Gingm
has thus become important for success in choseersarThis attitude has grown stronger over theevev
period and the use of skin moisturizers and iy once the preserve of women, has graduallyemsed
among men. Teenage males have been influencediimtirchases by images of football stars and Afric
American movie actors.

Kenyans also endeavour to improve their imagesseyatfi plastic surgery (both simple and complex)weieer,
the use of plastic surgery is still low comparedéveloped and transition countries, most likelg tucost and,
to some extent, cultural inhibitions. In the receast, undergoing plastic surgery has been a peséithe rich
and celebrities. As incomes grew and supplierseamed in the market, the high-income consumers were
gradually joined by others from the middle-incommeup in the use of plastic surgery. Magazinesyisien
programmes and films featuring ever-youthful-loakelebrities have also served to popularise plastigery.

Impact

Concern with personal appearance has driven exjpeadin cosmetics and toiletries over the revievioge
With improved economic growth and development peatpfor Kenya over the forecast period, purchasing
powers among consumers are expected to increasebthexpanding the size of the customer basdéor t
market for cosmetics and toiletries. Celebritieb kgimain the key promotion avenues for productsbfath
males and females.

Young and middle-aged women will continue to belkiég consumer category driving sales in this markst
more and more females move through the educatistersy interact with other cultures and take up jolike
service industries, the use of colour cosmetickrigié in tandem and this presents tangible grawgghortunities
for such products. The burgeoning middle clasxjeeted to slightly increase demand for plastigsuy over
the forecast period as they approach middle age.

Demand for men’s grooming products will continuegtow over the forecast period as the need to graje
professional image drives the young and middle-agalks exploring careers and realising improved
purchasing powers. Moreover, the need to look ‘dsaxpected to continue and infiltrate into tHdey men.

Table 55 Expenditure on Cosmetics and Toiletries (C  urrent Value): 2005-2009

KES million
2005 2006 2007 2008 2009
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Colour Cosmetics 1,437 1,599 1,690 1,773 1,833
Fragrances 1,595 1,682 1,733 1,777 1,811
Hair Care 3,020 3,362 3,666 3,976 4,217
Men's Grooming 1,139 1,230 1,322 1,401 1,458
Skin Care 3,048 3,647 4,232 4,894 5,372
Source: National statistical offices, Euromonitor International
Table 56 Expenditure on Cosmetics and Toiletries (C  onstant 2009 Value): 2005-2009
KES million

2005 2006 2007 2008 2009 % growth
Colour Cosmetics 2,167 2,107 2,028 1,895 1,833 -15.4
Fragrances 2,405 2,216 2,081 1,899 1,811 -24.7
Hair Care 4,555 4,430 4,401 4,249 4,217 -7.4
Men's Grooming 1,718 1,621 1,588 1,497 1,458 -15.1
Skin Care 4,597 4,805 5,081 5,229 5,372 16.8
Source: National statistical offices, Euromonitor International
Note: Constant value at 2009 prices
FASHION

Fashion Trends

Modes of dressing in Kenya differ depending on ageupation, occasion and areas of residence.Wine t
broad categories are formal and casual wears. Fam@ssing includes a pair of long trousers anohg-
sleeved shirt with or without a tie for men, andl@use with a presentable skirt or dress for ladiasual wear
permits a pair of short trousers, T-shirts and gediere exists a formal dressing code (writtenasr-written)
in most of the work places, such as in banks, arsee firms and the civil service. Other work plaaesfairly
liberal, with presentable jeans and T-shirts acd@ptfor those in the media, entertainment busjness
information technology and art. There is also vealled business-casual, for professionals likligects,
surveyors and marketing executives. However, basisaits, ties and formal wear are generally prederAt
home, people wear casual clothes. Evening dresskElseautiful attires are carefully selected byrttiddle- and
high-income groups for eating out in the more ualescestaurants or having social nights out. Foriss and
other outdoor activities, weather-appropriate lfghinoderate casual wear such as cargo pants, jeaten
shirts and T-shirts are preferred.

School uniforms must be worn by pupils and studenggimary and secondary schools, as well as imeso
middle-level colleges. When out of school, schdoldren prefer trendy jeans, trousers, T-shirtsrshleeved
shirts or blouses and, in a few cases, dressesta/there is relative liberalism in terms of dregsifor
example, in colleges and urban areas, teenagersodiede students prefer jeans, T-shirts and stredses
including mini-skirts.

Generally, the dress code in Kenyan culture is &xagive. In most rural areas, ladies wearing rivga
clothes, mini-skirts and tight fitting trousers &m@wned upon. Many Kenyans adhere to differentucal,
religious and customary dress styles. There aceratfional differences.

With influence from movies, television and magasinguths have been leading the evolution in dngsisi
Kenya. In general people, especially urban youitbsame increasingly liberal and fashion-conscios the
review period. More and more people gained impraekss to the internet, and the variety of teiewis
channels increased. This, together with the inetasailability of new fashion products, has hastktne
adoption of European and American fashion tren@sids the domestic production, suppliers have e
by importing both second-hand and new clothes fAsian, European and American sources, accorditigeto
demand of various customer categories.

Youngsters, college students, young professiomala@ddle-high-income earners lay a lot of emphasis
brands. Branded products like those from AdidakeNiPolo and Calvin Klein, and T-shirts bearing rarar
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symbols of leading sports clubs or celebritiesvany popular among youngsters. Career people, ®otther
hand, pay a lot of attention to designer suitsresses. The middle- and high-income earners ayeloyal to
their brands. The low-income earners and a majofityral area residents are less loyal to bratea&ling to
buy whatever clothing item they find attractiveaay particular time, be it branded or second-hérid.mainly
the low-medium-income consumers who spend a saarifiamount of money on repairs services. All
consumers spend a lot of money on cleaning ser{iic#h dry cleaning and ordinary).

Whereas there are no recognised average clotheshardsizes, one can identify common or modal siges
follows. Among ladies, the modal shoe size is 38tih size 6), size 38 (British 9.5) for stockinggile for
dresses, suits and coats, the common size rad@e-42 (British 34-36). Average sizes for blouses an
women’s sweaters are 44 — 48 (British 38—-42). Amoeg, the modal sizes are: 42/43 (British 8.5/8sfwes,
42 (British 11) for socks, 50 (British 40) for sjisweaters and overcoats, and 40 (British 163Huots. The
average height for men and women in Kenya is faet fen inches and five feet six inches, respdgtive

Impact

Consumer expenditure on clothing and footwear noggeneral terms over the review period. Howevss, t
post-election violence and the effects of the dldibancial crisis in the run-up to 2009 loweredghasing
powers, resulting in slightly reduced growth figsieg constant (2009) prices. Over the review pegodsumer
expenditure grew only marginally, by 1.6%.

As films, television soaps and magazines continuaftuence dressing tastes and attitudes towandsgean
and American dressing codes, there is likely tinbeeased growth in demand for European and America
styles of dressing over the forecast period. A:ienuc performance improves and as consumers’ psioga
powers grow, growth in consumer expenditure is etqubto improve over the forecast period, growigig b
59.8% above the year 2010 value of KES 151.8 hillmreach KES 242.5 billion by 2020.

Shopping for Clothes, Shoes and Luxury Goods

Spending on clothing and footwear (at current @icese slightly over the period under review (b324). This
may be associated with higher product prices @wof raised production costs) and marginal in@sas
demand. Expenditure on clothing and footwear acalifor approximately 9% of the total consumer
expenditure in 2005, and this proportion remairietbat unchanged over the review period, indicating
absence of tendencies to reallocate expenditurg frasn clothes and shoes.

Most consumers have a habit of window-shoppindo¥ad by price comparison and an eventual purchase.
Once an affordable supplier is identified, reguégreat visits and orders become common, with |aaftes
bringing their friends along. The highest expensiton clothing and footwear is often experiencediad
Christmas holidays and school reporting days (scloiforms, games kits and shoes). A majority af4o
income consumers tend to buy non-school clothed@atdiear from imported second-hand clothes and
footwear dealers in open markets and exhibitioltsstathe cities’ central business districts aadidential
estates. Being price sensitive, low-income consarlilez to haggle over prices and switch to cheaper
alternatives (with little regard for brand) as s@snprices rise or their purchasing powers falddie- and high-
income consumers make their purchases from supketsamalls, hypermarkets, boutiques, shoe shagps an
clothes collections. There are specialised shapsdaool uniforms and shoes. Jewellery is purchasestly
from the over 20 registered major jewellers. Wasclperfumes and travel bags and suitcases arelafteyht
from gift shops and specialised shops, besidesuheerous outlets operated by local businessmererOth
consumers have regular suppliers who import thelgonm order from international sources such as Darxh
London.

Impact

Being brand-conscious and quality-sensitive, middé®me earners have supported sales of new cptrid
footwear from decreasing too much even during taemgnomic times. Over the forecast period, exparaibn
clothing and footwear is expected to increase hg%as young, fashion-conscious Kenyans enter stadblesh
themselves in careers.

Online and catalogue retailing is still in its naststages in Kenya. Until recently, the low actedbe internet
and the small numbers of customers resorting wages has served to hinder the development séthe
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retailing methods. Lack of a system of numberingrapents and houses for postage to fixed physiesses
has also hampered the development of cataloguéngtdven in the forecast period, these methaddikely
to play only minimal roles in improving sales, monsumers are not yet used to them and theytdd mith
the shopping habits of most consumers.

Table 57 Consumer Expenditure on Clothing and Footw  ear (Current Value): 2005-2009
KES million
2005 2006 2007 2008 2009
TOTAL 92,395 105,879 118,967 134,522 149,093
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Table 58 Consumer Expenditure on Clothing and Footw  ear (Constant 2009 Value): 2005-2009
KES million
2005 2006 2007 2008 2009 % growth
TOTAL 146,699 146,880 150,362 150,328 149,093 1.6
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2009 prices
Table 59 Consumer Expenditure on Clothing and Footw  ear (Constant 2009 Value): 2010-2020
KES million
2010 2015 2020 % growth % CAGR
TOTAL 151,763 59.8 5.3
191,821
242,452
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2009 prices

HEALTH AND WELLNESS

Healthcare

According to the budget estimates for 2009/2016€ Kbnyan government has aligned its health allonatiith
a pro-poor focus by increasing spending for primfeglthcare. Government expenditure on health asem
consistently over the review period, moving fror%.in the 2005/06 financial year, through 6.7% in
2008/2009, to 7% in 2009/2010 (KES 39.9 billion10f% of the GDP). Consumer expenditure on healtdg
and medical services rose consistently over thieweperiod, growing by 6.9% from KES 50 billion 2005 to
around KES 53 billion in 2009. This meant that hehalds were directing 3.2% of their expenditurekealth
goods and medical services.

A cost-sharing system is in operation in Kenyahsthat in 2009 the government shouldered 54.2%efdtal
expenditure on health, while about 45.8% was steyalll by private individuals. Health services avjted
through a network of over 4,700 health facilitiesistrywide, with the public sector system accounfor
about 51% of these facilities. The public healtstegn consists of the following levels of healthilfies:
national referral hospitals, provincial generalfitals, district hospitals, health centres, angelisaries. The
government health service is supplemented by mliyatwned and operated hospitals and clinics aitia-fa
based organisations’ hospitals and clinics, whagfether provide between 30% and 40% of the hodpitas in
Kenya. Even though services in public health féegiare subsidised, the public generally percgiusic
healthcare to be inefficient, since most of theesrdrugs lack and medical personnel are too fewater
healthcare is often viewed in a much better lighhough the fees charged are often much highere@ily, the
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private sector (both for-profit and not-for-profetpntributes over 40% of health services in thentgu
providing mainly curative health services and vieny preventative services.

Malaria has been the leading cause of outpatienbidity in Kenya, accounting for one-third of akw cases
reported. After malaria, the most common illnessE=n in outpatient clinics are diseases of tharsgepy
system, skin diseases, diarrhoea, and intestimajpas. Other frequent health problems includédaotal
injuries, urinary tract infections, eye infectionseumatism, and other infections. Combined, thesdeading
conditions account for nearly four-fifths of theéaboutpatient cases reported. This pattern hasigted for the
past decade.

Except for preventative services and services aoduytts offered to babies and expectant mothetiemia
partially pay for health services or products afedi from public health facilities. There is a NatbHospital
Insurance Fund (NHIF) to which all employees amuied to register and remit monthly fees, whicliezo
their family members and themselves in case theyaspitalised. However, a large number of Kengaaout
of the system and therefore have to pay from thedkets for most of the services obtained.

When not provided at the health facility, the conmpoactice is to procure the prescribed drugs fneearby
chemists or pharmacists. Even though there aréatigrands of drugs, most people use the cheapesriy
drugs that are imported from India and other caestrA number of people also employ traditional svay
treatment using herbs and various therapies hatholed from generation to generation. Modern herbaios
such as Makini, Kamirithu and Bagika have also sgrup and gained significance over the review gk tio
meet a growing demand for herbal remedies.

The Kenyan health service suffers from the probdémany health workers migrating from public emptognt
to private facilities and other countries in seas€better salaries and working conditions. In 2@Q@ported
51% of physicians and 8% of nurses had migratedagrd working in other countries. The migratioregat
have increased over the review period, especiailydirses (estimated to be over 15% by 2009). Afingrto
health ministry statistics, there was 1 doctor 48churses per 100,000 people in 2006, while theld\dealth
Organisation recommended nurse-patient ratio ofrR06es per 100,000 patients. The nurse-patidnt rat
improved slightly to 50 per 100,000 patients in 200he popular destinations for emigrating healtnkers
include South Africa, USA, UK, Canada, Australiaush East Asia and Botswana.

Health and Well-being

The health consciousness of Kenyans has improeetetmdously over the last two decades due to imgrove
education among the populace, informative advedgifly manufacturers of medicines and hygiene pitsduc
awareness creation by NGOs (such as the Kenyadca®diciety) and preventative health campaigns &y th
Ministry of Public Health/Medical Services. Herlmagdicine providers, traditional healers and chieelders
have also increasingly adopted a progressive s@inemphasising to the public that their serviaes a
complementary with modern medicine. Emergence of agute problems over the years, such as the isetea
incidence of Highland Malaria, has played a rolerisuring that more people are seeking medicaitaiteon
time.

Save for the little stigma associated with the pasing of anti-retroviral drugs (ARVs) and shamewh
procuring medications against sexually transmiitéelctions, Kenyans have a fairly positive attitudevards
modern medicine. The majority of Kenyans undersé&medication, and this practice has been abétidtie
liberalised nature of the market for health produldading to a proliferation of dispensing cheméstd
pharmacists (both professional and quacks) in emsters of residential areas. Despite the presehce
guidelines on the sale of prescription drugs, #wilators appear to have been overwhelmed in ¢ffeirts to
monitor the health industry. This has let to ndiyahe uncontrolled availability of almost all dsigp willing
buyers, but also to under-/over-dosing and thedfalake drugs; this has contributed to the prolsledndrug
resistance (seen in the malaria parasite). Mapgaally in rural areas, combine traditional henmaldicines
(concoctions) and therapies (massage) with the madanufactured drugs in dealing with certain diees.
Diabetes, skin conditions, strains and heart camditare among the common problems for which people
engage dual (herbal/traditional and modern) treatrapproaches.

Over the review period there was relatively lowltigalife expectancy at birth (around 44 yearsy #nis
statistic registered a decrease of 0.4 years. Ap@t of deaths in Kenya arise from malaria, tublesis and
HIV/AIDS, while road accidents contribute signifitsy to the remaining proportion. With the improved
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availability of ARVs and enhanced awareness (calipl¢h improved access to condoms) over the review
period, deaths from HIV/AIDS and tuberculosis haignificantly reduced. Public roll back malaria qaaigns
also increased, saving some people.

Kenyans have been increasingly adopting unhealtigghabits, such as consuming too much fatty faod
have been taking up excessive smoking and drinkitfageover, conscious regular exercising habitsvarg
rare among Kenyans (especially in urban areasyadentary urban lifestyles with no regular bodykeois
are increasingly common. Consequently, deaths frgpertension and heart conditions are increasing.
Moreover, the proportion of obese people of thagdl5 and above increased slightly over the repieriod
from 1.0% in 2005 and 2006 to 1.2% in 2009. Amohiideen, however, obesity has not been much of a
problem thanks to the variety of activities at sulrend the domestic tasks commonly assigned to.them

Impact

There has been a slight but consistent improvemeat@mand for vitamins and dietary supplements dver
review period. In 2008, sales of vitamins and dietapplements reached slightly over KES 7 billfaiith a
value growth of 12%) while in 2009 the figure wéigtgly under KES 7.6 billion. This was attributalio an
increased health consciousness among Kenyans. Wmsase vitamins and dietary supplements inclugs/ b
professionals, intensive sports people and gymsgydégtwork or multi-level marketers such as thogh w
Swissgarde, GNLD and Tianshi products have alstriborted to the development of the market for diet
supplements. This positive development trend i®etgd to continue, improving the over-the-countarkat
into the forecast period.

By 2009, Kenyans were spending around KES 1.Dhi{up from less than KES 1 billion at the begingnaf
the 21st Century) on hypertension medicine, whigresented about 13% of the KES 15 billion phariunéca
market and one of the largest by disease type. thediorecast period, Kenyans are likely to spezaiity on
health care as they live with the complicationsrfrthis and other lifestyle diseases such as obasidy
diabetes. These diseases will gain greater sigmifie in the list of leading causes of death. Pheentécal
companies have noticed the increasing incidentiéestyle diseases and are likely to increase tlesiels of
investment to meet the demand for drugs to marfsgdiseases. It is estimated that the hypertenkiogs
market will hit KES 2.3 billion by 2012.

Sport and Fitness

Among younger people, the school environment wagtred to make exercise and sports part of thes lof
people. Doing sports has been mandatory at primsadysecondary school levels (until age 18), althabg
levels of enforcement of sports/games time ac#isitiary from school to school.

Whereas Kenyan children and teenagers like and/ gxérying football, basketball, volleyball and hegk
adults like such sports but do not often play thpraferring to watch others play. Over 80% of Kenyaale
teenagers enjoy playing and watching football, g/hilsimilar majority of male adults enjoy watchfogtball
over a drink. On the other hand, less than 40%avhen have an active interest on sports. As Kenyans
approach college age, their active participatioggarts decreases sharply, and they begin to menahh and
support their age-mates. This has been a longtremd over the years.

Impact

Considered by most as luxury centres, health dhalve now sprung up near many housing estates noiai
and other urban centres to cater for the bulgingscbf people keen on physical fithess. Howevergéneral
attitude towards exercise is that it is a highlgideble activity but one for which there is neveragpropriate
time. While a small number of urban, health-awarpar- or middle-income earners have been registénin
gyms to keep fit, the lower-income earners endeatmattain as much comfort (associated with ligkercise)
as possible and use almost all of their waking tivoeking for money. The demand for gym servicesatzd by
health-conscious upper- and middle-income consuhssspread also to sports products such as §adigs
clothing and footwear. Such consumers often gdofanded products and include food supplementsein th
endeavours to have holistic exercise experiences.

Compulsory games times in primary and secondaryaisthave complemented the effect from health
conscious people in raising expenditure on spoddyrts. Whereas all schools require some formaafes kit
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complete with shoes, most boarding schools reduaickey sticks, boots, bats, wickets or some othaeipenent
depending on the child’s preferred sport. Thesecspare expected to maintain the demand for sposthucts
on an upward trend over the forecast period.

Nutrition

Over 80% of Kenyans eat what they like and canrdffaith little consideration as to whether it isafithy or
not. Historically, there has been more nationalceon with undernutrition and malnutrition thanrthbas been
with healthy eating. However, recent improvementthe levels of education and awareness are gigdual
causing changes in understanding and attitudevufaof healthy eating. This change is particulatlpng
among younger urban women, who are cautious nofféo unhealthy foods on their meal tables. As stich
consumption of fresh fruit and vegetable produets increased tremendously over the review period.

A number of younger women (below 35 years) haveegomextra step and started engaging in dieting and
calorie-counting so as to lose weight or attain sa@sired figure. Some dieticians and nutritiortistge
warned of the potential negative developments,elbag informing the public that dieting may noways be
the best way to attain the desired body figure yTiHeve urged dieters to focus on taking the apjeitaor
number of calories in given foods instead of tgtalloiding the foods in question, and to incorpetercise
into daily routines.

The majority of men and most residents of ruraharare not yet so keen on healthy eating, alththigls
expected to change gradually as the demonstrétfiect &om younger urban women becomes widely felt.

Impact

The rising awareness of consumers of the importdatof proper nutrition in a healthy life has proted
manufacturers to include certain desirable minexatsvitamins in food products such as cooking faits and
margarines. A broader variety of brands has alserged over the review period in a bid to meet therde
interests of consumers. The review period alsoa@amcreased preference (especially by urban asdents)
for the slightly expensive cooking oils over theeahper cooking fats, as an increasing number ofpgrspnade
efforts to avoid products with potential bad effech health. This trend is expected to continue tin¢ forecast
period, as habits in urban areas spread to theanes and as levels of information rise. Prodsatsh as low-
calorie foods and drinks, low-fat content milk puats and low-sugar content foods will, however it only
marginal growth over the forecast period, as custsmealise the health value of taking the appat@ievels
of whole foods rather than focusing on reducedemstof given types of nutrients.

Home Medication and Vitamins

Most consumers resort to home medication at thetasfsll health and prefer to seek professiontdraton
only when the problems persist. This, of coursepe®with the risks of misdiagnosis, use of wronggdr(to
which patients could be allergic), under- or ovesidg, as well as the development of drug resistéyc
parasites. Unfortunately, despite the numeroustsfiim public education about the dangers of selfination,
most Kenyans still practise it because going tdthéacilities to see a doctor is often associatétt high costs
and many think that they would save money and bgndoing it themselves. The proliferation of prizat
chemists has continued to encourage this practiaesystem of mutual causation.

Must-have medicines in the medicine cupboard irelparacetamol, pain killers (such as Mara Moja and
Hedex), throat lozenges, malaraquin (quinine anéirred), coartem (ACT) and fansidar (sulphur based
antimalarial), flagyl and cough syrups. These anegiht from neighbourhood chemists and pharmacists w
receive their supplies from various drug comparfesviously, the market was dominated by multinetlo
manufacturers such as GlaxoSmithKline (GSK), SwkdAastra Zeneca, French firm Sanofi-Aventis, Bayer
Schering Pharma of Germany, Switzerland’s Rochéurits, and Pfizer Laboratories of South Africa.
However, the last two decades have seen the ehlioyvacost producers making generic drugs in Inthanks
to subsidies, low production costs and economiegale enabling them to offer high volumes of draigew
prices. According to the Kenya Pharmaceutical ihistors Association (KPDA), the new entrants colteb
about 60% of the market of key drugs for lifestyiseases in 2009, up from below 20% a decade dgy T
have allowed key malarial and antiretroviral drtm$e bought cheaply.
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A majority of consumers view the consumption o&wiins as desirable, even though such productsftere o
beyond the reach of many people. High-income haldstview them as essentials and many buy themser
by their family members. Among the middle class, tise of vitamins and diet complements has begeliar
popularised by the multi-level marketing of nutiitisupplements and health products from firms ssch
Tianshi, Swissgarde and GNLD.

Impact

The widespread habit of self-medication has coateitd to a very rapid growth in the demand for aer-
counter medicines over the review period, leadinthé emergence of numerous dispensing chemists in
residential areas; this has led to increased shBiesrelated factors of widespread self-medicadiod the
establishment of dispensing chemists in rural adeage demand for health care products over thienev
period, a trend that is expected to continue dverfdrecast period. Drug resistance to the mafmaiasite has
stimulated the emergence of new drugs in the mame@tsupported the growth in sales of pharmacdutica
products. Whereas high- and medium-income consuceetls afford branded medicines, the price-serssitiv
lower-income ones attracted the development ofriepeoducts, which has in turn intensified competi and
led to significant price reductions.

With the expected higher economic growth rateyrimes are likely to increase, enabling more houskstiol
afford the medicines and vitamins that they dedités will further drive growth in the sales of libecare
products over the forecast period as people gatrbieformed and therefore improve their healthkieg
behaviour.

Table 60 Health Expenditure: 2005-2009

% of total health expenditure

2005 2006 2007 2008 2009

Public health expenditure 46.6 48.2 50.2 52.2 54.2
Private health 53.4 51.8 49.8 47.8 45.8
expenditure
Source: National statistics, Euromonitor International
Table 61 Healthy Life Expectancy at Birth: 2005-200 9
years

2005 2006 2007 2008 2009 Growth
Healthy life expectancy 44.3 44.2 44.1 44.0 43.9 -0.4years
at birth
Males 43.8 43.7 43.6 43.5 43.4 -0.4 years
Females 44.8 44.7 44.6 44.5 44.4  -0.4 years
Source: National statistics, Euromonitor International
Note: Healthy life expectancy at birth is the average number of years that a person at birth can expect to live in ‘full

health’ by taking into account years lived in less than full health due to disease and/or injury.

Table 62 Obese and Overweight Population: 2005-2009

% of population aged 15+

2005 2006 2007 2008 2009
Overweight population 13.3 135 13.6 13.8 14.0
(BMI 25-30kg/sg m)
Obese population (BMI 1.0 1.0 1.1 1.1 1.2
30kg/sg m or more)
Source: OECD, International obesity taskforce, Euromonitor International
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Table 63 Consumer Expenditure on Health and Wellnes s (Current Value): 2005-2009
KES million
2005 2006 2007 2008 2009

Analgesics 4,025 4,736 5,328 5,952 6,268
Calming and sleeping 47 50 50 51 51
Cough, cold and allergy 1,781 1,959 2,039 2,106 2,135
(hay fever) remedies
Vitamins and dietary 4,420 5,552 6,321 7,076 7,576
supplements
Source: National statistics, Euromonitor International
Table 64 Consumer Expenditure on Health and Wellnes s (Constant 2009 Value): 2005-2009
KES million

2005 2006 2007 2008 2009 % growth
Analgesics 7,451 7,660 7,851 6,948 6,268 -15.9
Calming and sleeping 87 81 74 59 51 -40.8
Cough, cold and allergy 3,297 3,168 3,005 2,458 2,135 -35.2
(hay fever) remedies
Vitamins and dietary 8,182 8,980 9,314 8,260 7,576 -7.4
supplements
Source: National statistics, Euromonitor International
Note: Constant value at 2009 prices

LEISURE AND RECREATION
Staying in

The choice of leisure activity among Kenyans depandthe individual's area of residence, gender and
economic wellbeing. In rural areas, where the redaiectricity is still limited, most men listen their battery-
powered radios for news and music as friends vavilay time together. In some rural areas, men playjua
game, while most women in rural areas garden aoH.do urban areas, the residents of over 55% of
households watch television or listen to music. 1Qke review period, there was an increase in thmbers and
proportions of people spending time watching tediewi, as an increasing number had access to tieledsts,
video equipment and computers. Some women weaiteaikth sew, often while chatting with fellow women.
Most teens and young adults prefer to play videnam computer games, watch videos or watch football
Richer households have state-of-the-art video gaomeoles, with which parents engage their childnérile
some children from richer households play instruisiesuch as the piano. Kenyans have a poor readihge,
with less than 15% of them reading books duringy fleésure time.

Impact

Although periods of reduced economic growth mayehiaereased the number of those who prefer toattay
home, this potential effect is very minimal amongrians, since a great majority of the people had be
staying at home even during growth periods. Theufaomctivities such as watching television, watghi
videos, playing video games and listening to masigributed to increased sales of television sédgo
equipment and radios over the review period. Infthecast period, further growth in sales of sulelecteonic
goods is expected. One reason for this is thagtb@aomy is expected to improve. Moreover, a prigof the
large number of households that still lack the seagy electronic goods will acquire improved pusihg
powers and become capable of paying for them. Tigeiag craze about football is likely to contineede a
powerful factor behind the drive to buy TV sets.
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On the other hand, the percentage of householdisoatile TV remained low at 0.1% over the reviewqukr
while those with satellite TV system made up 0.4%e former proportion is expected to remain uncledng
the forecast period and the latter rising sligtdlyeach 1.5% by 2020.

Going Out

It is becoming increasingly common for people tergptheir spare time outside home, most often bs@und
restaurants. However, this is a relatively new tigument, as Kenyans traditionally prefer to sperndnof
their time in the home environment, either invitmgvisiting friends and neighbours. Restaurantsaafés are
also popular for occasionally eating out duringchlumours, for dinner following a hard day’s workgdafor
relaxed weekend meals out with the whole familye Téstaurants are mostly frequented by bachela®yan
the working middle- and high-income consumers; nmstincome consumers prefer to have their food
prepared at home and only visit restaurants whisraibsolutely necessary. Many Kenyans also eahout
restaurants on key days in their lives, as wetiraspecial days like Valentine’s Day.

Cinemas, theatres and casinos are available icitibe but have a limited popularity, mostly amdhg middle-
and high-income earners. According to the Unitetidsia Educational Scientific and Cultural Orgaritat
(UNESCO), Kenya had a cinema attendance rate p23.000 people in 2003. According to a survey
conducted in March 2010, Kenyans are today attgnetiovie shows more than ever before, and account fo
half of the total audiences in the five eastern eantral African countries. As at 2009, Kenya hadctihemas,
against one each in the neighbouring countries.

Kenyan museums, on the other hand, are not pogamdrare often only visited during school educatiarips,
by historians and academics and by tourists.

Impact

With the increase in the number of working couptbsre is likely to be increased demand for cinépleets as
more parents seek to spend memorable quality tiithetlaeir children so as to compensate for the Idags
spent away working. Eateries and restaurants gitl eealise slightly increased demand for theidpiads as
disposable incomes improve over the forecast pe@atemas are likely to step up their online adsig,
since trends show better results for this avenwsvever, cinema halls will have to devise propeatsties to
overcome the potential threats and challenges whidhde insecurity in the cities (since cinemas uatil late

into the night), the continuing growth of televisigiewing, the influx of home entertainment-basedtent that
has grown with the wider affordability of DVD, amabvie piracy.

Public Holidays, Celebrations and Gift-giving Occas ions

Kenya has important historical dates and religiexents (given its mixture of Christian and Musliaitffis),
which are commemorated on 11 public holidays. Tdtenal holidays are as follows, listed in the apjmate
order in which they fall during a year:

1. New Year's Day — 1st January

2. Good Friday As per the Gregorian calendar — kidyoril

3. Easter Monday As per the Gregorian calendar reMApril

4. Labour Day — 1st May

5. Madaraka Day — 1st June

6. Idd-ul-Fitr (a holiday with its origins in thelamic faith, celebration to mark the end of Rangaghit is
normally announced by the chief Kadhi following gighting of the moon. It is normally celebratedward
10th of September.

7. Moi Day — 10th October

8. Kenyatta Day — 20th October
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9. Jamhuri (Independence) — 12th December
10. Christmas Day — 25th December
11. Boxing Day — 26th December

Typical New Year's Day gifts include drinks (winagrd fruit juices) for adults and school items fbildren,
whereas Christmas days often feature beautifulstehclothing and footwear for all family membeéreligious
holidays also feature lots of sweets, biscuitsjyea-eat foods such as pilau rice and candles;iwaire
generally offered as gifts to all age groups. Ria gifts include ornaments, precious stone easyingcklaces,
wrist watches and exclusive fragrances for womentgble digital electronic devices such as gamesublP3
players, mobiles phones and video games for temhstaldren; and household durable electronic dectical
products like video recorders and hair timmersnfien. Wedding gifts, on the other hand, includesebold
furniture, utensils, holiday tickets and livestouwlqile Valentine’s Day gifts include rose flowebsrs of
chocolates, cinema tickets and holiday bookings.

The buying of gift cards is greatest around Septgrabd October, when primary and secondary school
examination candidates approach their final ex&@irthdays, Christmas, Easter and wedding anniversare
other minor occasions that encourage the buyingsanding of cards. Such cards are normally bougit f
stationery shops, bookshops, supermarkets andt8oBesides supermarkets, most Kenyans shoppirgifte
prefer specialised gift shops that provide a ong-&tr all and lots of variety.

Apart from religious holidays, which are often defted in churches and mosques, national holidegddbour
day, Madaraka day, Jamhuri day and Kenyatta dag pesaviously been celebrated in stadia, parks podss
grounds (public meeting places). Special destinatto which people go on public holidays includenvbasa,
tourist lodges in the Maasai Mara national parkl gneir upcountry homes such as in Nyanza and \Weste
provinces. Travels to such destinations often @@akind Christmas holidays. People undertake wiaotgly
shopping exercises around such holidays so asratv@se items for decoration, meals and presentsyMa
Kenyans also eat out at restaurants, visit par&ls ag Uhuru park and the Nairobi Aboretum, andago f
escapes in peri-urban areas such as Paradisenlthst outskirts of the cities.

Culture

Kenya has great cultural diversity, featuring o#érethnic communities with distinct customs anditians
and cultural practices. Kenya has over 400 histbsites, ranging from prehistoric fossils and ifiett forests,
to 14th-century slave-trading settlements, Islamins and 16th-century Portuguese forts. As aye010, four
of the country’s historical sites were in UNESC@s$ of world heritage sites (two natural and twdtaral
ones). These were: Lake Turkana national parksadlceed Miji Kenda Kaya forests, Mount Kenya natlona
park/natural forest and Lamu old town.

Kenya’s 34 national parks, game reserves and ¥aldinctuaries and lakes (such as Elementaita) theem
major attractions thanks to the variety of flora #&una existing in them. Cultural tourism is areeging but
not yet very popular kind of tourism. Accordingttee Kenya National Bureau of Statistics, a tota2.df million
people visited national parks, compared to the @1 people who visited museums and historic site0D5.
There are a number of community cultural festiyhke the Loiyangalani cultural festival) and cutiicentres
(such as the Garissa community cultural centre)pkealso visit mausoleums and statues erected to
commemorate key events or in memory of key persieslWith the election in 2008 of the 44th presidof
USA, President Barack Obama, whose father was ga€grcultural tourism increased, particularly withie
western circuit, with visits to Obama’s grandmotaeNyang’oma Kogelo. The Kenyan government proghote
the village as a tourist attraction of western Keand planned to build an Obama-themed museum tibile
a Nairobi-based cultural organisation planned fitdlithe Dero Kogelo Library and Cultural Centretlire
village.

The Railway Museum, The Nairobi Museum, Rukenya &dus in Meru, Kisumu Museum and the Kenya
National Archives are also often visited for inf@tion on historical developments in Kenya. Musigma and
dance are the other avenues through which Kenygog end maintain culture. The Kenya Cultural Centr
organises activities such as music events and.ge@sannual national music and cultural festigalsually a
big event bringing performances from primary ancbselary schools as well as colleges. At anothel |¢ke
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Kenya National Theatre (KNT) is mandated to offesice for the rehearsal and staging of productibbsih
local and international repertoires. A number aBlgplays with cultural depictions have been depetbat the
KNT.

Holidays

Tourism sector earnings have generally been riging) KES 25.8 billion in 2003, through KES 48.4libh in
2005, to KES 62.4 billion in 2009. Tourism is adaa foreign exchange earner and the industry dmntd
more than 12.7% of the GDP in 2006.

Expenditure on package holidays increased gradoa#y the period under review as Kenyans engaged mo
and more in domestic tourism. Just like among fpréourists, Mombasa, with its sandy coastal beaehe
clear blue waters, is the leading destinationpfe#id by the city of Nairobi, Maasai Mara and Kisuaity (for
Lake Victoria). When national economic growth has high enough (for example, in 2005-2007), tlegigo
fortune has been reflected in the number of doméstirists. According to the Kenya Tourism Board2005,
26% of the KES 48.9 billion revenue from tourismswieom Kenyans visiting the various tourist spotthim

the country and there had been a continuous griowitte number of domestic tourists by bed nightsesi2002
to reach 2,778 by 2005. Over the review periodh lirdividual and corporate client bookings featuirethe
package holiday expenditures, with a majority afnéstic tourists preferring to use road transpqrerfaling per
domestic tourist averaged KES 20,000 per holiday with budget hotels in Mombasa proving very papu
among those seeking accommodation. However, doertestiism is still at its early developmental stage
Kenya, and the value from domestic tourism traflest from international tourism during the revieeripd as
the frequency of holiday-taking among Kenyans remdigenerally low. The number of departures of ikeisy
to other destinations remained below 100,000 peurnover the review period.

Because of increased terrorism threats (there bamebings in 1998 and 2002) and the associateditrave
advisories issued to citizens in the run-up toréwew period by governments of key source cousisigch as
the USA, UK and EU countries, international toufigtires dwindled. All the same, the numbers ofitu
arrivals continued to far outweigh the number afrist departures, since Kenya is one of the tofo€ist
destinations in Africa. With more than 1 milliorréign tourists coming into the country, 2007 reradithe
tourism sector’s best performing year (2009 had®&P, up from the 2008 levels of 729,000 visitors).

Impact

Demand for holiday packages among Kenyans has gitgdncreased, thanks to persuasive advertisetment
the Ministry of Tourism and hospitality industryakeholders. This has attracted numerous produetsofifom
budget hotels and tour companies. The 2008 posti@beviolence and the global financial crisis leditels and
lodges with no options but to offer incentives toreestic tourists so as to utilize the huge excapadty
witnessed. Discounts were offered and the Minisfrjourism made efforts to promote domestic tourism
Kenyans responded to the incentives such thatdbkihgs of package holidays rose by 50.6% from 2005
2009, when Kenyans spent an approximately KES lilli®n on them.

Over the review period, the increased activity dy-cost carriers such as Safarilink, Fly540 andkeénya has
injected competition into local and regional aaviel, prompting established carriers like Kenyavaiys to
offer more attractive packages in domestic flightsaddition to this, an increasing number of news and
travel businesses have emerged. Budget hotelsdmgeged to exploit a niche presented by an inargasi
number of people seeking reasonable service stdsdatow costs. The offers of budget hotels hdsaged
most Kenyan holiday-makers, who previously viewetiday making as a venture only for the super-rich.
Established hospitality businesses are likely tatiooie making attractive offers to cushion salesndpoff-
peak periods. Meanwhile, budget hotels are likelgdntinue gaining significance and market shaspeeially
among low- and medium-income earners.

Due to the important role of domestic tourism naliyan cushioning sales from slipping too far dgrioff-peak
seasons but also in boosting sales in the tountgithaspitality industry, more players are likelycame up
with new products targeted at Kenyans in the fatpariod. More and more Kenyans will begin to siawve
and take up annual holidays. According to the Kefsgsociation of Hotelkeepers and Caterers (KAHQ)sm
hotels were fully booked in 2009, with a very gootk of 40% of bookings being done by locals. Buayemts
who spend little time with their children will ineasingly seek quality holiday experiences to makéulost
family bonding time. Moreover, the smaller familgess and the positive economic growth prospectkeéast
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for the early part of the forecast period) arellike lead to increased incomes for expenditurdalidays.
Consumer expenditure (at constant prices) on packalidays is likely to be over KES 20 billion tonda the
end of the forecast period. The trend whereby areasing number of Kenyans are turning to the metefor
holiday bookings is expected to continue.

Table 65 Household Possession of Cable TV and Satel lite TV: 2005-2009

% of households

2005 2006 2007 2008 2009
Cable TV 0.1 0.1 0.1 0.1 0.1
Satellite TV system 0.1 0.1 0.2 0.3 0.4
Source: National statistics, Euromonitor International
Table 66 Household Possession of Cable TV and Satel lite TV: 2010-2020
% of households
2010 2015 2020
Cable TV 0.1 0.1 0.1
Satellite TV system 0.5 1.1 15
Source: National statistics, Euromonitor International
Table 67 Cinema Attendances: 2005-2009
000
2005 2006 2007 2008 2009 % growth
Number of people 800 912.5 1,006 962.5 1,080 35
Source: European Audiovisual Observatory, National statistics, Euromonitor International
Table 68 Consumer Expenditure on Package Holidays (  Current Value): 2005-2009
KES billion
2005 2006 2007 2008 2009
Total expenditure by 7.9 8.7 9.08 9.6 11.9
Kenyans
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Table 69 Consumer Expenditure on Package Holidays ( Constant 2009 Value): 2005-2009
KES billion
2005 2006 2007 2008 2009 % growth
Total expenditure by 125 12.1 115 10.7 11.9 -5.1
Kenyans
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2009 prices
Table 70 Consumer Expenditure on Package Holidays (  Constant 2009 Value): 2010-2020
KES billion
2010 2015 2020 % growth % CAGR
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Total Expenditure by 125 15.8 195 55.7 5.0
Kenyans

Source: National statistical offices, OECD, Eurostat, Euromonitor International

Note: Constant value at 2009 prices

CONSUMER TECHNOLOGY

In-home Technology

Over the review period, ownership of DVD playersfnelers rose consistently, such that 3.8% of Kenyan
households possessed a DVD player/recorder in 288@rding to the LG Electronics Nairobi liaisorfiog,
sales of plasma and liquid-crystal display (LCDg¥esions have been on the rise over the revievogdeas
more people dispose of the conventional cathoddutaey models.

Out of a total estimated population of approxima&P million people, the number of internet usar&enya
had risen to approximately 3.4 million (8.6% of gepulation) by December 2009, placing the couséyenth
in Africa. There were 17,700 broadband internesstibers as of December 2008, and household passeds
broadband internet enabled computer rose steadilyaich 3.0% of Kenyan household by 2009, a prigyort
that is expected to rise to 11.3% by 2020. Thd tatmber of Kenyan internet users grew by over Q% @ver
the period 2000-2009, given that only 200,000 pe=bpd been using the internet by December 200GeThe
were progressively higher penetration levels: f@i#ts in 2000, through 7.9% in 2008, to 8.6% in 200%e
use of English as one of the official languagesh®en of extra advantage in influencing the usefofmation
and computing technology (ICT) in Kenya, since génmajority of ICT services are largely based oglish.

Internet penetration is expected to continue risiagause of the landing of the fibre optic cablgémya and
the entry of new service providers, which havedtgd a certain level of competition into the sectioereby
lowering costs. Bandwidth fees have fallen sigaffity, as have the other costs associated withniete
service/access provision. After Telkom Kenya’s npuolg in internet backbone and international bandiwid
services ended in 2004, several new data carréess been licensed. As a result of the liberalisativassive
price reductions and better services have beeiseddah this sector. At the end of the review paritere were
72 licensed internet service providers, of whichwithalf were operational. ADSL and wireless braaub
technologies had been introduced and VolP Inteatephony has also been liberalised, leading taatshs in
international and long-distance calling rates. AKX network was being rolled out with the aim ofprding
converged voice, data and video/broadband TV édhy) services. As at 2009, active players inetad
AccessKenya, Jambo, Africa Online, iKenya, Wana@filine, Kenyaweb, Mitsuminet, Nairobi Net, Popote
wireless, SahaNet, Simbanet, Simba Technologieay&k Swiftkenya, Telkom Kenya, Today’s Online,
UUNET and Safaricom.

Telkom Kenya and mobile phone companies like Sedanihave also introduced wireless local-area nétwor
(WLAN) products. Indeed, the communications cominis®f Kenya (CCK) reported that investment in
mobile data has grown at the expense of fixed metenfferings. Investment in mobile data and ingern
recorded significant growth, reaching KES 1.5 biilin 2009 from KES 1.2 billion in 2008, represagta
23.1% increase. However, investment in fixed nekveclined in 2009 to KES 50 billion from KES 52libn
in 2008.

Impact

Over the forecast period there is likely to beltgligimproved growth in the sale of computers fee wvith the
internet services that will be on offer. By 202Q,3% of Kenyan households are expected to possess a
broadband internet enabled computer, compared3:% in 2010. Over 8% of households are expected to
possess a DVD player/recorder by 2020, up from 4m2010.

The main clients of internet service providers @5iR Kenya are multinational corporations, intéiorzal
organizations and NGOs, and all the governmentfgstries have become accessible via the internestM
households access the internet in cyber caféseatheswireless options. As such, in a drive to basslata
business, Safaricom’s board approved the acquisitiadwo local information and communications teclogy
firms in the early part of 2010: IGO Wireless (eefil wireless data firm) and Instaconnect (an apfiio
service-provider).
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Thanks to an emerging class of youthful people etigkeep up with international fashion and tecbggl
trends, dealers in mobile phones and entertainomatd reported a dramatic growth in business dverpast
few years.

The current trend among mobile phone companiesygnture more into internet and data servicesavisage
revenue per user (ARPU) continued to fall, thedstegrowth of mobile subscribers continued to offer
incentives for investment in mobile data to sup@atirevenues from the dominant voice services. Mobi
internet is becoming popular, first, because ofdireaper cost of acquiring and maintaining handseatgpared
to laptops or desktop computers, and, second, beazithe falling prices of internet access haréyas
operators move to subsidize their cost in a bidush uptake. Mobiles with internet capability agtailing from
about KES 3,000, while laptops retail from at |e&ES 26,000.

Safaricom, the only operator with a 3G serviceta9, had a head start in the mobile interngiaid@he
superior data technology offers faster internetheations compared to earlier platforms like EDGH &PRS.
Following the Communication Commission of Kenyaéxidion to reduce 3G licence fees, Zain and Telkom
made significant steps towards rolling out 3G dretefore offering improved data products in 2010e6 the
projected rise in smart phone use, having a 3Gorktis a major competitive advantage. Most indmadi show
that Safaricom may continue to lead the markeacasss to the internet through mobile phones gnatwshe
forecast period. Along with such expected develagsenline marketing is likely to gain more imgorte.

Since most low- and middle-income household livapartments in multi-storey buildings, a marketeic
exists for those ISPs that will be able to workhvignants and landlords to charge internet fe@ads of rents.

Portable Technology

Possession of mobile phones has increased tremglgdieer the years, such that by 2009 46% of haaldsh
possessed one. This proportion is expected tdaig8% by 2020. This has been an exceptional peegnce,
given that mobile and fixed-line penetration waly@round 15% and 1%, respectively, in 2005, wheme
were only about 1.3 million registered mobile ph&nEhis trend can be explained by, among otheoffacthe
reduction in the cost of mobile handsets, as wetha low value of prepaid calling cards, motivatoeople to
communicate via mobile phones.

For some time, the Kenyan mobile phone businessiwapolistic, dominated by the two main providers,
Kencell and Safaricom, which both launched thegragfions in 2000. However, Safaricom (with stakelsl by
Britain’s Vodafone and the Kenyan government) tassistently acquired and maintained dominanceen th
market. The change of fortunes between the twoabper has been traced to around 2002, when Safarico
began re-branding itself as a ‘cheap’ network asdtven to launch a billing system based on secoattier
than minutes. As at 2009, Safaricom had a 78% rhahare and the only 3G licence. The Kencell brand
(previously a joint venture between Vivendi of Fearand Sameer Investments of Kenya but later olged
Kuwait's Zain) has been re-launched twice, changiagies to Celtel and, lately, Zain. Only recerlgnya’s
second mobile services operator, with a 15% mastkate, changed its strategy from targeting higheval
customers to go for the mass market.

The review period saw a beehive of activities,udahg new partnerships, innovations, rebrandingraewl
products. In September 2008, Telkom Kenya launehetbbile phone service called Orange after comimdgu
France Telecom’s control. Just like Kencell/CeEalh, this third mobile phone company has a minighelre

in the market largely due to the dominance of Sedan. The Kenyan government has a 49% stake inofelk
Kenya, with the rest held by France Telecom. By2@e company had a total customer base of alj060
customers on both fixed and CDMA wireless, wittoartrywide presence. In December 2008, Econet B4sel
Kenya (with stakes for Essar Communications ofdpthunched the Yu network, Kenya'’s fourth mobile
telephony provider.

Safaricom started its M-PESA money-transfer seririddarch 2007, and a month later, Celtel Kenyar{a of
Kuwait's Zain Group — now Zain Kenya) launchedmikir service called Zap. At the launch, Safaricom
entered a partnership with Housing Finance (1Cets)tind Equity Bank (over 70 outlets countrywiae)pse
outlets would increase the M-PESA network. Many s, especially those living in rural areas, Heeag
limited access to conventional bank accounts. Atitme of the launch, Safaricom had 5.8 millionsuribers,
compared with about 9.5 million by March 2008. Bwatgh 2008, the firm had attracted 1.6 million M-PES
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users and the service had recorded cumulative peosperson transfers of over KES 9.3 billion (USI$
million). By 2010, M-PESA had become a householeh@aboasting that 10 million subscribers had moved
more than KES 405 billion over the three-year prithe M-PESA service lets customers move betw&én 1
shillings and 35,000 shillings per transaction.

In early 2010, Safaricom and Equity Bank jointlytehed the M-KESHO product. The new account service
will be available to M-PESA subscribers and Eq@gank’s over 4.5 million account holders, allowinggus to
gain access to credit, earn interest on depositparchase insurance. M-KESHO appears to be thigbngpx
thing and it has been dubbed a ‘game-changer'drctiuntry’s banking industry, transforming M-PE3#oi a
bank account. This innovative account marked thwexgence between banking and telecommunicatiais th
will make financial services more accessible arfdrdéble.

Telkom Kenya'’s landline business has been reduzeédr-extinction due to the stiff competition fromobile
phone businesses and vandalism of its telephoresw@ver the review period, it introduced CDMA deds
and wireless cell phones for use in place of fikeels, and this partially helped it mitigate lossdewever, it is
still burdened by poor service provision and weadt Bmited network coverage in many parts of therdoy;
this makes it hard to compete with the mobile phoompanies, especially given the fact that theeenarcost
differences between the two types of services.

Impact

Following the entry of Orange and Yu networks ia thobile telephony business, stiff competition foased
Zain deeper towards the negative earnings regibile\@afaricom has shown reduced growth ratesafftpr
With the low calling price rates reached at the ehthe review period, price-based competitioriksly to
reduce as companies focus on innovation and thagttiening of unique selling positions around their
products. The focus is now on data products andemntnansfer services. With market penetration rates
Kenya’'s broadband and traditional banking secibiresttremely low, the mobile networks have an oppnity
to relive the phenomenal growth rates seen in theevsector in recent years even if subscriber tralows, as
is likely to happen in the forecast period

Mobile phone providers are likely to continue adglinternet products to their communication servi@esides
improved growth in sales of computers, the mar&esiart phones and the associated software Iy like
grow as mobile phones acquire more and more usels,as music, videos, bank and payment services, an
internet. Moreover, with easier payment methodserotonsumer products like video games, music ogdad
ring tones (which are sold online) are likely tonbgt from improved expenditures by customers. Sgsiand
remittances among rural area residents will be avgd by new products like M-KESHO, which remove the
need to visit banks.

E-commerce and M-commerce

Though relatively new among the masses, e-comnarden-commerce have generally been growing in the
past five years despite being shackled by pooastifucture and low technological internet litera€gnsumers
and businesses have been experimenting with neas tdefacilitate smooth transactions and theseatsffo
gained a lot from the licensing of mobile phone pamies in Kenya at the beginning of the 21st cgntur
Household possession of mobile phones rose steadigach 46% by 2009 (about 19 million people}l tmis
proportion is expected to rise to 73% by 2020. daggmajority of these households comfortably usergents
services like M-PESA and Zap to pay for goods amgtise purchased locally.

E-commerce has the capacity not only to boost enanactivities in Kenya (which could have a sigeafint
impact on the national Gross Domestic Product — L B& also to enhance access to and the consumgiftio
various products that affect the socio-economidbeéig of Kenyans. In the private sector, e-commédras
been particularly common among industries that deéma foreign supplies such as electrical goodsteinic
products, clothing, footwear, cars and tourismyab as high- and medium-income consumers who @seh
various luxury goods. The younger generations pilsochase music and videos online by using cybescaf
(internet shops, mainly in the major towns) foiklaé fixed phone lines, computers and/or electyicBome of
the companies that are now offering e-commercéMamamikes, Kalahari, Vuma (an online Kenya-based
business selling music by local Kenyan artists)l amumber of hospitality providers.
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In early 2010 | & M bank introduced online paymeatutions, making it possible for traders and besaes
both locally and internationally to accept onlireyments through credit and debit cards. The elrictro
payment platform was launched in partnership withdlobal financial services provider, Visa carbisT
removed one of the major obstacles to the growgr@admmerce in the country, namely, reliance oshuffe
gateways for settling payments. For lack of ses/jpviders over the last two decades, Kenyan raetsHost
billions of shillings-worth of business deals ire thlobal market because of their inability to a¢caapine
payments. Another development in early 2010 wadatinech of Kenya Data networks (KDN) by Mobipay, a
multi-channel internet payment gateway solutiort thens any mobile phone into a channel for secure
electronic transactions. It offers consumers acttessmote payment services while at the same biypassing
the inherent risks that have been associated aitth esage in Africa.

Impact

Improved access to the internet has expanded ttieohs of internet uses beyond email and networking
include shopping among the mass market consumbesn@w payment systems like Mobipay are likely to
stimulate growth in sales for e-commerce participas transactions become simpler and more comtenie
Over the forecast period, such services will adiagle-entry providers in bringing the banks, basses, credit
card networks, consumers and governments togdétheexample, Mobipay is expected to provide effitie
payment services to customers and businesses aleeosegion through the converging of e-paymergdicr
card networks, and mobile and banking transactidhis will promote business development by prowidin
secure payment platform on which to carry out besdrtransactions. This is an enriching additioM#BESA
and Zap, since Mobipay will be able to work acrabselecommunication operators as it is handsé¢jiendent
and works well with all financial instruments.

Tourism and the hospitality industries are expetbekalise immense benefits from recent developsnéa
easier on-line booking of airline tickets, hotefgldransfer services. E-commerce merchants suahliags,
tour and travel companies, and utility service jtexs such as Multi-choice are expected to befrefin
increased expenditures from consumers as the earaftpayment become simpler. Opportunities wiba
emerge for website developers to earn additionedmee by helping potential online traders estalisine
platforms that can use such emerging systems &vepayments.

Electronic commerce is expected to get a furthesbim the forecast period because the governraent i
expected to launch a five-year plan that aims ac@the public sector on an online transactionsemod
Implementation of the plan was scheduled for l&@&®with the establishment of an electronic maftet
public procurement that will see government depentismand state firms buy goods and services online.

Table 71 Household Possession of Broadband Internet  -Enabled Computers, DVD Players and
Video Game Consoles: 2005-2009

% of households

2005 2006 2007 2008 2009
Broadband internet 0.4 0.6 1.2 2.1 3.0
enabled computer
DVD player/recorder 1.4 2.0 2.6 3.2 3.8
Source: National statistics, Euromonitor International
Table 72 Household Possession of Broadband Internet  -Enabled Computers, DVD Players and
Video Game Consoles: 2010-2020
% of households
2010 2015 2020
Broadband internet enabled computer 3.8 8.3 11.3
DVD player/recorder 4.4 6.9 8.3
Source: National statistics, Euromonitor International
Table 73 Household Possession of Mobile Telephones: 2005-2009
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As stated 2005 2006 2007 2008 2009
Mobile telephone (% of 12.8 19.6 28.0 37.4 46.0
households)
Source: National statistics, Euromonitor International
Table 74 Household Possession of Mobile Telephones: 2010-2020
As stated
2010 2015 2020
Mobile telephone (% of households) 52.9 68.8 73.3
Source: National statistics, Euromonitor International
Table 75 Internet Retailing (Current Value): 2005-2 009
KES billion
2005 2006 2007 2008 2009

Internet retailing 5.7 6.5 7.1 6.2 9.5
Source: National statistics, Euromonitor International
Table 76 Internet Retailing (Constant 2009 Value):  2005-2009
KES billion

2005 2006 2007 2008 2009 % growth
Internet retailing 9.1 9.0 9.0 6.9 9.5 5.0
Source: National statistics, Euromonitor International
Note: Constant value at 2009 prices
TRANSPORT

Getting Around

Household possession of passenger vehicles stagaiafe0% over the review period, and this proporis
only expected to improve marginally (to 5.2% by @Paver the forecast period. This may be attributethe
fact that acquisition and operation of passenghicies is normally associated with high costs. Gption
among police officers, extortionist criminal ganijegal route associations intent on protectingjitimarket
shares, dishonest crews and high maintenance adsitsg due to poorly maintained road networksHertraise
the running costs. These factors have convergiht@ the business of passenger vehicles in thdstara
few experienced and/or well-connected civil sergartd businessmen. Over the review period, mogipeo
relied on public service vehicles both for commgtia and from work as well as for long-distancedta
Consumer expenditure on transport increased grigduatl consistently to reach KES 58 billion in 20@ghich
represented an increase of 6.7% from the 2005digDver the review period, Kenyan consumers onagser
directed around 3.5% of their expenditures to paris There were an average of 8.3 passenger eats @00
people in Kenya, with cities and towns having geearoportions than rural and remote areas.

Kenyan roads are classified into International krRoads (A), National Trunk Roads (B), Primary Reéd),
Secondary Roads (D) and Minor Roads (E). A totdllgfi89 kilometres of road is paved, out of thaltodad
network of 160,886 kilometres. Road transport ésrtost popular mode of transport and carries $jigivier
90% of all cargo and passenger traffic in the courithis is despite the fact that it has proveeahe most
accident-prone mode and is characterised by aprige increases related to weather conditions, road
conditions and fuel prices. Prices for a majorityaad transport services are often arrived atdoygfting, but a
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few registered transport businesses have relatfisadyl prices over given distances or for varioastthations;
these fares are significantly cheaper than aisfareansport costs have generally increased oeeydhrs, with
the minimum for short distance trips within citigsing from KES 10 (2005) to KES 20 (by the en2609).

In 2005, Kenya registered a total of 45,653 newiatel, and by 2009 there were over 80,000 publicice
vehicles (PSVs) in the form of 14-seater mini-vand 36-seater mini-buses (matatus) on Kenyan rdémtsy,
are popular because they stop as and when passevighy in total disregard of designated stoppioigis, and
they manoeuvre their ways during traffic jams stoa®ach their destinations as fast as possithle.rifatatus
are responsible for a majority of road accidents daaths (in 2009, seven people were dying daiipad
accidents), since their drivers have little or agard for traffic rules.

A number of city commuters living in Nairobi andika also commute to and from work using the rafivoek.
The Kenya Railways Corporation (under concessidRifioValley Railways — RVR — Consortium since 2006
runs the former Uganda Railway and its branchd&imya. The most important railway line in the coymtins
between the port of Mombasa and Nairobi. Freightises form the bulk of RVR’s operations; 2 millitennes
of goods were transported in 2005. Water trangp@tso represented by ferry services on the Likbainnel in
the Indian Ocean, which bring Mombasa island reg&le the mainland and boat services on Lake ¥&to

Although there are very few cycling lanes, somedihlydow-income) consumers cycle to work, while mofs
the rest walk to work. There are also humerousdbégymotorcycle and tricycle taxi operators in marftan
areas. The reason most people walk to work isue ea fares, and the proportion of those who walwork all
or some of the time was approximately 20% natigrial 2009. In Nairobi, some 15% used rail transpmend
from work, about 7% walked or cycled, and aroun#48ed motor vehicles over the review period.

Toyota is the most favoured car, followed by Nist8@mnks to relative affordability and the easeindihg the
appropriate spare parts. The Mitsubishi brandé$gpred for mini buses and light trucks. By mid-200
Kenyans were adding approximately 5,000 new and taes to the roads each month, with the favoaadteur
being white. Due to tough economic times in 2008 early 2009, purchases and importation of new cars
reduced as consumers cut back on major expendituhéle many others sought second-hand vehicles fro
South East Asian economies.

Vehicle owners have to pay a number of fees relateéleir possession and use of cars, such asiP&\¢e,
road maintenance fee and fuel levies. The Road tetaamce Levy Fund (RMLF), administered by the Kenya
Roads Board, caters for the maintenance of pubtids, including local authority unclassified roatise fund

is made up from a fuel levy on petroleum produats ansit toll collections. Drivers in Kenya haweekeep left
unless overtaking on the country’s roads and higlswawo routes in the Trans-African Highway netwpdss
through Kenya and the capital, Nairobi. These laeeQairo-Cape Town Highway (Trans-African Highway 4
which links North Africa, East Africa and SoutheXfrica, and the Lagos-Mombasa Highway (Trans-Afnica
Highway 8), which links East Africa and West Africa

Impact

The preference for road transport over the othendoof transportation attracted the investment3v&over
the review period. PSVs are likely to continue éothe most popular mode of transport among over 80%
Kenyans, at least over the next three years, lnltginly longer. This is partly because the trouldedya
Railways (under a 25-year concession) is unlikelyi€ld revolutionising improvements over the nexb
years. The ongoing road construction and repaspse@ally the completion of the expansion of thérda-
Thika highway and the planned road bypasses, kely lio motivate more people into acquiring carse T
demand for cars among urban workers is likely tongiin accordance with the increase in the numbgssich
workers. High-income consumers will go for new cavBile most of the middle-income consumers willdr
the demand for used cars. Low-income householdglviie expenditures on bicycles over the forepastod,
while lower-middle-income ones are likely to demanadre motorcycles. However, public transport welhlise
the biggest increase in consumer expenditure.

Air Travel

There are 16 operational airports with paved rusawayKenya, and they handled over 6 million airgesgers
in 2005. Jomo Kenyatta International Airport, lemhin Nairobi, is Kenya’s largest airport and sertree most
destinations. Some international flights go to Maérnational Airport in Mombasa. Eldoret intermeal
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airport largely serves the horticultural industmhile the Kisumu Airport serves the western parthef country
and was being upgraded to an international aigeet 2009. Other actively used airports includésovi (light
commercial flights), Malindi (tourism) and Lokichog(UNHCR services).

Air transport is mostly popular for internationedvels, with over 32 airlines/carriers flying pasgers into and
out of Kenya via the various airports. Over thdewawvperiod, air transport accounted for less thEndd
domestic travel and over 80% of international ttagpart from Kenya Airways, other airlines touchidown
in Kenyan airports include British Airways, Air Free, Royal Dutch Airlines — KLM, Qatar Airways, Sbu
African Airways, Swiss International Airlines, Alindia, S.N. Brussels, Jetlink Express, Precisionafid Fly
540. The national carrier, Kenya Airways, is onghef best and most respected airlines in Africd,iihas its
hub at the Jomo Kenyatta international airportyfrehich it operates flights to over 45 local anttinational
destinations. It also operates some flights in geration with KLM and Air France. Visitors to Kengaeraged
over one million per year over the review perigd2009, most arrivals to Kenya were from contineBtaope
(especially the UK, Germany, Italy, Belgium, Fran&estria and Switzerland) followed by the USA, Gduj
India, South Africa, Australia and United Arab Eates (Dubai). Over the review period, the most papu
destinations for Kenyans leaving the country waeeWSA, the UK, the United Arab Emirates, Canadetls
Africa, Australia, Botswana, Namibia, China andiind

Air travel in Kenya has undergone significant depahent over the last two decades thanks to thg ehtrew
players like Fly 540 and Virgin Atlantic and thesirase in the number of airlines with direct/conioecflights
to Kenya. However, there have been negative igaeesuch as the volcanic eruptions in Icelanddh®
which disrupted international air travel and leddsses in Kenyan businesses, since the countrjeiading
exporter of cut flowers to Europe. The 2008 post#bn violence, the 2002 bombing of a hotel innvbasa
(targeting Israeli interests), and the 1998 twimbmngs of the US embassies in Kenya and Tanzaditole
negative sentiments over the recent years andpdésiuhe hitherto smooth upward growth of air ttanwehe
country.

Impact

The rise in competition has intensified the scranibt customers in Kenya's air travel industry. Whamaller
carriers like Fly 540 and Air Kenya target the dastieand regional markets, Qatar, Emirates, Turkislines,
Egypt Air and Ethiopian Airlines present toughemeetition for international customers. The lucrativ
horticultural export business (to Western Eurofss) Ibeen an additional attraction to the Kenyantiavia
industry. The entry of new players is expected &intain air fares at affordable rates, which wilprove the
appeal of air travel to more and more custometiarforecast period as the Kenyan middle class graive
efforts of the Kenyan government to diversify tharkets for tourist products is also likely to impeo
international arrivals to Kenya, leading to furtigeowth in the air travel industry.

Imports of designer clothing and footwear, as wslelectronic and electrical goods via Dubai, helgvily on
the state of air travel. As such, there is likelyoe an even wider variety from which to choosks; will
improve the sales of businesses dealing in suatiugte. Traditional handcraft workers, basket wesver
sculptors and carvers are also likely to realiserowed sales over the forecast period, as outiedgports and
other shops register increased human traffic.

Table 77 Household Possession of Passenger Vehicles  : 2005-2009

% of households

2005 2006 2007 2008 2009
Passenger car 4.9 5.0 5.0 5.0 5.0
Source: National statistics, Euromonitor International
Table 78 Household Possession of Passenger Vehicles  :2010-2020
% of households
2010 2015 2020
Passenger car 5.0 5.1 5.2

Source: National statistics, Euromonitor International
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Table 79 Consumer Expenditure on Transport Services (Current Value): 2005-2009
KES billion
2005 2006 2007 2008 2009
Total Consumer 34 40 45 52 58
expenditure
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Table 80 Consumer Expenditure on Transport Services (Constant 2009 Value): 2005-2009
KES billion
2005 2006 2007 2008 2009 % growth
Total Consumer 54 55 57 58 58 6.7
expenditure
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2009 prices
Table 81 Consumer Expenditure on Transport Services (Constant 2009 Value): 2010-2020
KES billion
2010 2015 2020 % growth % CAGR
Total Consumer 59.5 63.5 67.6 13.5 1.4
expenditure
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2009 prices
MONEY
Savings

About 47% of Kenyans in 2009 reported their intemtio save more in 2010, although it also turnetdtoat
current and desired savings differed widely. A graajority (over 70%) of the disposable income afstn
households goes to consumption expenditures fawwaessential needs like food, shelter, clothiveglth care,
education, electricity and transport. The margpralpensity to save out of disposable income rarfiged 6.1%
in the case of rural area teachers to 25.6% icdise of businessmen, while the average for alldtmlds was
15.8% by 2009. With a marginal propensity to savaround 30%, high- and medium-income households sa
significantly more out of their disposable inconsesnpared to the lower-income ones. Urban areaeetsd
also save slightly more than their rural area cenarts. However, the wealthier also tend to engage in
high-value conspicuous consumption.

Due to the effects of the post-election violenceanly 2008 and the global financial crisis, thewad savings
per capita fluctuated over the review period, seftht KES 1,760.4 in 2009, down from KES 1,972.2006.
The actual savings ratios declined steadily froi¥®in 2006 to 3.9% in 2009. The losses sufferechbpy
Kenyans (mostly women groups) after putting thedney into pyramid schemes further demoralised the
savings spirit of many. Moreover, rural area residéncreasingly fear putting money beyond a giasount
into merry-go-rounds since their savings are o#étensk of default by some group members who take$ for
consumption. Besides, the prevalent interest oimgaywhich was in some cases as low as 0.5% thnary
savings account products in commercial banks) theereview period did not motivate saving amongst
households over the review period, and this payteadplains the insensitivity of saving to intereates that has
been found in numerous empirical studies. For ntauseholds, the rates of return to investment cfiered
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the interest rates offered for saving, with a estit that the opportunity cost of saving is higttemn
anticipated.

Customers can hold either ordinary savings accaurfiged deposit ones with any of the 44 regigdere
commercial banks (by 2009). Since 2007, the coumid/witnessed a rise in the number of bank acedweit],
from 2.3 million accounts in 2007 to 8.4 millioncatints by early 2010. Equity Bank had 4.5 milli@e@unt
holders, making it the largest bank by account rensibAs at early 2010, interest-earning fixed dépos
accounts were being offered by a number of findmegitutions, for example, Barclays Bank, therstard
Chartered Bank and the Commercial Bank of Africa.

The outreach of formal banking services remaingdidiin Kenya, with only an estimated 10% to 18%haf
rural population accessing financial services leydawn of the 21st century. However, with the gloint
popularity of microfinance, institutions like theeKya Rural Enterprises Programme, Faulu Kenya, &eny
Women Finance Trust, Maendeleo ya Wanawake (Wonigexelopment) and, later, Equity Bank have
intensified efforts to reach the rural and inforreattor clients without bank accounts. By openingnerous
rural branches countrywide, Equity Bank has emeggethe largest bank in terms of outreach (number o
clients) and has recently announced a new prot#tESHO, which it will run in partnership with Kenjs
leading communications firm, Safaricom. The newiserwill enable clients to transfer money via thabbile
phones into and out of their bank accounts and elsain loans. M-KESHO s likely to tremendouslgriease
household savings over the forecast period.

The Kenyan government has made some recent effigoteviding the appropriate legislation to enc@ga
domestic savings. The Microfinance Act 2006, whieltame operational in May 2008, enabled depositgak
microfinance institutions licensed by the CentrahB of Kenya to mobilise savings from the genetdilig,
thus promoting competition, efficiency and accétsiselped protect the 60% of the Kenyan populatidmo
were by then out of the scope of the formal bankiewyices from shady outfits and pyramid schemesr the
review period, the government has put in placereffim encourage the growth of microfinance or ovcredit
institutions, as well as agency banking, so asdbilise savings and bring banking facilities closethe people
in all parts of the country. In response to thiauanber of grass-roots organisations (for instatiee] uanda
Financial Services) have emerged under the DepattofeSocial Services to complement the savings
mobilisation efforts over recent years.

Impact

The low savings rates witnessed over the reviewogecombined with the low marginal propensitiesave
(and thus high marginal propensities to consumeranthe low-income consumers, have had positive
implications for the suppliers of consumer goods services: expenditure on certain products rossistently
throughout the review period. Besides, when onkdai the reasons why most people save, it becexwiésnt
that even the little that was saved was spent asuwroer products, such as durable household goods, a
educational services.

The levels of savings may increase slightly overftrecast period, since the key factors associaitidhigh
savings rates are assuming favourable trends asiéoiu improves and dependency levels fall. Since
households save for future investment and expearddn both consumer and capital goods, Kenyan holde
are likely to accumulate higher spending and pusictzppowers over the forecast period and use diniki§h-
value consumer goods like bikes, electrical gadgd¢stronic goods and even automobiles. As adoess
savings accounts in formal banks is likely to imdhrough new products like the M-KESHO, not hé t
increased disposable income gained due to reduggehdency levels will actually be spent immediat8lyme
will be accumulated in savings accounts to reaehtiheshold for the purchases of higher-value darab
consumer goods. Among low-income households, wétitliform the majority in Kenya, observed savisg i
often for consumption purposes and not convertibiavestment. This factor offers further chanaastiie
growth in sales of furniture, household durabléscteonic and electrical goods.

As witnessed through various actions over the veyieriod, the Kenyan government is encouraginggtbevth
in access to formal banking in the hope that thikraise Kenya's savings rate as a proportion BiR&o
between 25% and 30%. This will enable people toeriak investments needed to reach the Vision 2630 g
of a sustained 10% economic growth rate in the omaderm.
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Loans and Mortgages

With increased urbanisation and an increase imtimeber of households with dual incomes, it has tmeco
increasingly common for Ugandans to take loange@ditand many also have mortgages on their homes.
Kenyan consumers often take loans to buy consupmatggsuch as personal cars, deep freezers, refioger
cookers, computers, smart phones, modern televésits; vacuum cleaners, and expensive furniturens.are
also often used to pay school fees and hospital fihance burial ceremonies, as well as to payrés and
finance high-profile weddings. The Kenya Integratimlisehold Budget Survey 2006 (KIHBS) found out tha
close to 39% of those interviewed borrow to fureirtisubsistence needs, while 22% of those interibsay
they borrow to fund education. Loans are also conlyniaken for investment in farming, public service
vehicles, motorcycle taxis, transport businessasstcuction of rental houses, establishment ofriestebars
and restaurants, salon shops, clothing and footslegps, and neighbourhood kiosks.

Over the review period, both consumer lending andgages realised monotonically increasing growths.
Growth in consumer credits sourced from formal sesy however, stagnated, and, in fact, when viewed
constant (2009) value, declined as most peopletlia friends for informal soft loans. Indeed, KISB
established that only 3.9% of those interviewedeased credit through banks, while the majority@%®.
preferred to borrow from their neighbours.

Besides the most preferred sources such as worgemigs, merry-go-rounds and friends, which provide
smaller soft loans, there are also producer coatipersocieties and savings and credit co-operategeties
(SACCOs), which provide friendlier repayment tenmsheir members. However, despite being worth over
KES 180 billion, the Co-operative movement had drlly9% who accessed their credit through SACCOs by
2006. As at December 2009, people could obtainredcand unsecured loans from such regulated entitie
(under the supervision of the central bank) as ceraial banks, non-bank financial institutions (the
mortgage finance companies) and deposit-takingafii@nce institutions. The Association of Microfiree
Institutions of Kenya (AMFI) had 41 registered memnimstitutions as at 31st December 2009. Thedadad
four commercial banks (Barclays, Co-operative, Bgand K-REP), one insurance company (CIC Insurgnce
and the Kenya Post Office Savings Bank (KPOSB).

The government of Kenya through budgetary meashassnade efforts to support home ownership via tax
incentives. Besides the two mortgage companienadie by the Central Bank of Kenya (CBK) and whigrav
initially set up to provide the traditional type mibrtgage, numerous commercial banks have emeogadd
provide competitive mortgage products. As a resyithe end of 2009, there were many providers nav
packages or products on a fixed-rate, adjustalieerahybrid-interest-rate basis.

According to the KIHBS, commercial bank interesesaon loans and advances dropped from 30.4% peiman
in 1997 to 13.2% in 2005. The Central Bank of Kelatar tightened regulatory controls, which helped
develop a stable and secure banking industry. Eudanges came with the election of a new antithlignore
responsible regime in 2002, which significantlyueed domestic borrowing, leaving financial instias with
lots of liquidity. As such, commercial banks likamlays, Standard Chartered and Kenya Commerciag Ba
aggressively marketed unsecured personal loanmarnigage products to employees as well as busioass

to self-employed people.

It has been common for financial institutions tg @erest rates on loans at given percentage gabuve the
91-day Treasury bill rates. The year 2009 witnesssttady decline in both the average 91-day Tredsils
rate and the average inter-bank lending rate. Hewelie reduction in interest rates was not refditén
commercial banks’ average lending rate, which raesthhigh.

Commercial banks were actually giving out more ®and advances despite the relatively high intestss,
with the amount of money given out as loans andades over the last five years increasing maintabse
borrowers became a lot more prudent in terms aye@nts. According to the Central Bank of KenyaénB
Supervision Annual Report 2009, the total asseta/dry 14% from KES 1.2 trillion in December 2008iBS
1.4 trillion in December 2009, with the growth bgimainly underwritten by an increase in loans aihhaces.
Although the economy has been sluggish in theféastyears, there has been a reduction in bad lasunsany
banks in the country have been lending prudenttiitaking good risk-management practices. The bhake
only slightly been impacted by the slowdown in emmit growth. This is evidenced by the performanastgd
by banks and mortgage finance companies in 200@jvdurpassed expectations.
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Impact

Driven by significant reduction in government baving over the review period, commercial banks vesdu
into non-traditional territories and loans becamailable for almost every need, including salaryaatte loans
(previously offered only by employers) and highéueation loans, which were previously the territofyhe
higher education loans board alone. The ensuirmgased competition among commercial banks ledrthdu
reductions in bank interest rates and increasatiignwhich enabled consumers, students, farmeadets,
investors and other players in rural and urbansat@access credit more affordably, which in tuongied their
spending powers.

As urbanisation intensifies and divorce rates groegple will need more and more liquidity for thenediate
purchase of household durable goods, houses, mdifsidher education. The increasingly busy empisyeced
a number of pieces of high-cost equipment that nilaéie domestic tasks easier, while an increasingber of
workers are going back to colleges, where lump-pagments for tuition become necessary. The costs of
lending are expected to fall as financial instdo8 share knowledge on the default rates of peatieriients.
With improved prospects for economic growth, theny@n revenue authority expects improved revenue
collections, a situation that, if combined with ph&sitive sentiments from multilateral lenders, magan that
government domestic borrowing will be kept to aiminm. The government is likely to keep public bevitng
low, and this will ensure that private borrowers aot locked out of the market for loans. In additioptimism
on the economic front will impact positively on thanking sector development. More and more lerglers
likely to develop competitive products or improweir existing ones as potential borrower charasties
change. Borrowing by groups or even investmentslalyaining currency, and products targeted dt suc
clients, for instance, Chamma accounts, are liteelgalise reasonable success over the forecastipgéhe
women’s groups, merry-go-rounds, friends and nedatiwill continue to be the chief sources of stenn small
consumer credits as they offer softer terms wisls Eringent scrutiny over ability to repay.

The review period saw a lot of activity at the Né&ir Stock Exchange in the form of initial publiderings, and
a number of Kenyans borrowed for such investmddsiowing for investments is likely to rise dueao
increased awareness of lucrative investment optishigh is encouraging more people to aggressisale or
borrow and invest for the future, especially inthiigk, high-return channels.

Credit

More than 80% of all monetary transactions in Keasastill executed in cash or by inter-accoumsfer of
money. However, the number of financial cards withit and/or credit functions grew by over 29% aer
review period to reach 682,000 debit and 91,008itoards in 2009. Financial cards are most comgnaséd
for cash withdrawals from automatic teller machi(®EMs). However, data from the Kenya Credit andbDe
Card Association indicate that point of sale tratisas grew by 32% between 2007 and 2008, whild car
numbers increased around 20% during the same period

A majority of credit card users have been expasiatr Kenyans who have lived abroad where the usedit
card is much more common. Kenyan banks are cuyrpriimoting a wider use of credit cards among Kesya
Visa and MasterCard credit cards and Visa debisare the most popular, widely issued, used acepaed
brands or types of financial cards in Kenya. Baycdad Kenya, the credit card arm of Barclays BahKenya
Limited, is the oldest and largest issuer of credids in the country. Barclays Bank also hasahgelst range
of card products offered in the market and holésléihgest market share.

The use of financial cards is largely an urban greznomenon, partly because the outlets that asceptcards
are mostly located in urban areas. Debit cardsnagtly used for major purchases in supermarketsnaro
month ends when bank accounts still hold signifieanounts of money. More expensive branded products
designer clothes, top-mark footwear, watches, &fnacgs, electronic goods, air fare, hotel resematind a
number of imported items are paid for using credits. Besides holiday periods and school openimgst
credit card purchases are also common from theetite second week of the month as bank accouahbeas
run low.

Security concerns still dog the market for finahcerds. According to statistics from the Kenyadit€ard
Association, an average of KES 10 million (US $888) out of the KES 100 million (US $1.4 milliorgctor,
is lost annually through fraud. The industry haspmnded by introducing training for outlets to déefeaud.
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Impact

The slight growth in the use of credit cards owerteview period resulted in slightly increasedemditure on
food, clothing and other items. Acquisition and oéé&nancial cards, both debit and credit, is ke grow
further in the next few years as more and more asyend towards cashless payments, especiallgrige-
value transactions that could attract considerashks of theft when undertaken in cash. Increasehtial card
use will be reinforced by the growth of consumeriarthe capital city and other major urban areasn&
customers are likely to take up alternative cashpegyment systems like Safaricom’s M-PESA, whicé leen
re-aligning itself to start acting as a payment imedfor supermarkets. Meanwhile, a market for eglkdn
security products and other solutions is emergegphse of the prevalence of fraud.

Table 82 Savings and Savings Ratio: 2005-2009
As stated
2005 2006 2007 2008 2009
Annual savings (KES per 1,650.6 1,972.6 1,819.0 1,941.8 1,760.4
capita)
Savings ratio (% of 5.4 5.7 4.8 4.7 3.9
disposable income)
Source: National statistics, Euromonitor International
Table 83 Consumer Loans, Mortgages and Credit (Curr  ent Value): 2005-2009
US$ million
2005 2006 2007 2008 2009

Consumer Lending 5,583 7,026 8,516 9,371 9,750
Mortgages/Housing 4,190 5,384 6,608 7,316 7,678
Consumer Credit 1,393 1,642 1,907 2,055 2,073
Source: National statistics, Euromonitor International
Table 84 Consumer Loans, Mortgages and Credit (Cons  tant 2009 Value): 2005-2009
US$ million

2005 2006 2007 2008 2009 % growth
Consumer Lending 8,865 9,746 10,763 10,472 9,750 10.0
Mortgages/Housing 6,653 7,469 8,352 8,176 7,678 15.4
Consumer Credit 2,212 2,278 2,410 2,296 2,073 -6.3
Source: National statistics, Euromonitor International
Note: Constant value at 2009 prices
Table 85 Financial Cards in Circulation: 2005-2009
'000 cards

2005 2006 2007 2008 2009 % growth
Debit Function 525 534 566 612 682 29.9
Credit Function 70 85 91 91 91 29.2
Source: National statistics, Euromonitor International
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