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Kenya's Sovereign Vehicle

A draft framework with a diaspora subscription tier. The structural choice tells you what Nairobi
thinks the next decade looks like — and what it has decided to stop relying on.

In April, Kenya's National Treasury circulated a draft framework for a sovereign
Investment vehicle whose distinguishing feature is not its scale or its mandate — both
are conventional by African standards — but its proposed capital structure. The
vehicle includes an explicit diaspora subscription tier, sized at roughly 22% of
authorised capital, that does not exist in any comparable African sovereign vehicle
currently in operation. The structural choice tells you what Nairobi thinks the next
decade looks like, and what it has decided to stop relying on.

This brief sets out what the framework actually proposes, what the diaspora-tier mechanics signal about
Treasury's working assumptions, and what institutional readers tracking Kenyan sovereign credit should
monitor as the framework moves toward parliamentary submission.

What the framework actually does

The vehicle is structured as a state-owned entity holding strategic assets across infrastructure, energy, and
selected financial-sector exposures — comparable in concept to Singapore's Temasek or Nigeria's NSIA,
though smaller and more narrowly mandated at launch. Authorised capital sits at approximately KES 850
billion (about USD 6.4 billion at current rates), with three subscription tiers: Treasury (52%), institutional
Kenyan investors including pension funds (26%), and a diaspora tier (22%) open to Kenyan citizens and
citizens of Kenyan descent resident outside the country.

The ingtitutional tier is conventional. The Treasury anchor is conventional. The diasporatier is the structural
innovation — and the one that has produced most of the policy debate inside the inter-ministerial working
group reviewing the draft.

The diaspora-tier mechanics
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Diaspora participation in African sovereign capital is not new. Nigerian, Ethiopian, Kenyan, and Ghanaian
governments have all issued diaspora bonds over the past decade, with mixed results. What is new here is
treating diaspora capital as a structural equity tier inside a sovereign vehicle rather than as a debt instrument
issued opportunistically.

Four mechanics distinguish the proposed Kenyan tier from prior African diaspora-capital exercises:

— Equity exposure, not debt. Diaspora subscribers receive equity claims on the vehicle's portfolio rather
than fixed-rate debt obligations. This means returns are tied to underlying asset performance, not to a
coupon that the sovereign must service in hard currency.

— Subscription rather than issuance. Thetier is structured as an open subscription window with
periodic reopens, not as a one-off bond issuance. Capital comes in over time as the vehicle's portfolio
matures, which limits the FX-shock dynamics that have hurt prior diaspora bond programmes.

— Liquidity through secondary listing. The framework proposes secondary listing on the Nairabi
Securities Exchange (NSE), allowing diaspora subscribers to exit by selling units to domestic
institutional buyers — converting diaspora capital into permanent domestic capital over the holding
period.

— Tax-treaty alignment. The Treasury draft includes provisions for tax-treaty alignment with the UK,
US, and UAE — the three jurisdictions where Kenyan diaspora capital is most concentrated. Thisis
procedurally significant: it signals Treasury is treating diaspora participation as a long-term capital
channel, not a one-off raise.

What the structural choice signals

Sovereign vehicles are structural statements. The choice to include an equity-based diaspora tier, sized at
over afifth of authorised capital, tells you three things about Treasury's working assumptions for the next
decade.

Signal 01 — Sovereign Eurobond capacity is treated as constrained

For most of the post-pandemic period, Kenya has been a relatively conventional African Eurobond issuer.
The decision to structure a major sovereign vehicle around equity-style diaspora subscription rather than
debt issuance signals that Treasury is pricing the next decade's sovereign-debt capacity as more constrained
than the recent issuance pattern would suggest. The vehicle is, in part, a hedge against a tighter Eurobond
market.
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Signal 02 — Diaspora remittances are no longer treated as adequate

"Kenya's diaspora remittance flows reached USD 4.9 billion in 2025 —
substantial, but structurally inadequate for the capital-intensity of the
development agenda Treasury is now planning around.”

The diaspora-tier mechanics suggest Treasury views remittance flows as inadequate not in volume but in
structural form. Remittances enter the economy as consumption support; the new vehicle is designed to
channel a structurally different kind of diaspora financia relationship into productive capital. This is a
sophisticated structural distinction that has been largely absent from prior African diaspora-capital exercises.

Signal 03 — Treasury is pricing FX vulnerability as durable

An equity-based diaspora tier eliminates the hard-currency debt-service obligation that has stressed
sovereign balance sheets across the continent through the recent cycle. By converting diaspora capital into
shilling-denominated equity claims on a domestic vehicle, Treasury is effectively removing a category of
FX risk from the sovereign balance sheet. This is the most institutionally telling element of the design —
and it suggests Treasury is pricing Kenyan shilling FX vulnerability as a durable feature of the next decade,
not atransitional condition to be unwound.

What we are tracking

Three indicators distinguish whether the framework moves from draft to implementation over the next four
quarters:

01. Inter-ministerial working group composition. The current working group is small and Treasury-led.
If the group expands to include Central Bank of Kenya (CBK) and the Capital Markets Authority
(CMA) at full working-member level, the framework is on a serious implementation track. Limited
inter-agency involvement would suggest it remains a Treasury working document.

02. Parliamentary calendar movement. The framework requires primary legislation to authorise the
vehicle and the diasporatier specifically. Movement onto the parliamentary calendar before end-2026
would confirm the implementation track; absence would suggest more substantial revisions are still
ahead.

03. Tax-treaty engagement. The framework's diasporatier depends on tax-treaty alignment with UK, US,
and UAE. Visible diplomatic engagement with these jurisdictions on the specific provisions would
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confirm Treasury is operationalising the structure rather than rhetorically including it.

Bottom line

Kenyas draft sovereign vehicle is structurally more interesting than its size suggests. The diaspora
subscription tier represents the most sophisticated attempt across African sovereigns to convert diaspora
financial relationships into long-term productive capital rather than opportunistic debt. Whether the
framework reaches implementation is a procedural question; whether the structural innovation is replicated
by other African sovereigns over the next decade is a strategic one.

For institutional readers with Kenyan sovereign exposure or East African capital-markets positioning, the
relevant analytical move is to monitor the framework's progression from draft to legislation — and to
consider whether the structural innovation represents a category change in how African sovereigns access
international capital, or a single-instance design that does not generalise.

KEY TAKEAWAYS

01. Kenyasdraft sovereign vehicle includes a 22% diaspora subscription tier — the first equity-based diaspora
capital tier in any comparable African sovereign vehicle. The structural innovation matters more than the
vehicle's size.

02. Thediasporatier converts diaspora financial relationships into shilling-denominated equity claims rather
than hard-currency debt obligations — eliminating a category of FX risk from the sovereign balance sheet.

03. The structural choice signals that Treasury is pricing Eurobond-market capacity as constrained, diaspora
remittances as structurally inadequate, and shilling FX vulnerability as durable rather than transitional.

04. Whether the framework reaches implementation depends on three indicators: inter-ministerial
working-group composition, parliamentary calendar movement before end-2026, and tax-treaty engagement
with UK, US, and UAE.

05. For ingtitutional readers, the framework is structurally interesting beyond Kenya— it represents a potential
category change in how African sovereigns access international capital, with implications that could
generalise across the continent if the model proves operationally durable.
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