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Kenya’s debt situation has once again moved to the centre of public debate
following the World Bank’s rejection of the government’s request for
emergency financing, even as Nairobi continues to pursue a separate
Development Policy Operation loan of approximately KSh 97 billion (US$750
million). The rejection comes at a delicate moment for the Kenyan economy,
where the government has simultaneously projected confidence in
macroeconomic recovery while facing mounting warnings over debt
sustainability, fiscal vulnerability, and declining fiscal space. Recent statements
by President William Ruto that Kenya “dodged debt default” have been
presented as evidence of improved economic management. However, concerns
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raised by public institutions, economists, and political leaders suggest that the
underlying structural weaknesses in Kenya’s debt architecture remain
unresolved. The current debate reflects a broader tension confronting many
African economies: whether short term liquidity relief should be treated as
evidence of economic resilience or as a temporary postponement of deeper
fiscal distress. This update examines the significance of the World Bank’s
rejection, Kenya’s continued reliance on debt accumulation, official warnings
from key oversight institutions, and the implications of Treasury Cabinet
Secretary John Mbadi’s debt-for-food swap proposal, as previously laid out in
AfSDJN’s Sovereign Debt News Update No. 147. 

The World Bank’s Rejection and Kenya’s Growing Financing
Constraints 

The World Bank’s rejection of Kenya’s emergency financing request marked a
significant warning signal for the country’s fiscal outlook. According to reports
published on 15 June 2026, the Bretton Woods institution declined to approve
the emergency facility that Kenya had requested to cushion the economy from
the external shocks arising from geopolitical instability and elevated global
energy prices. Kenya had sought rapid financing during the IMF and World Bank
Spring Meetings in Washington in April 2026, hoping to strengthen external
buffers amid rising import costs and inflationary pressures. Interestingly, the
specific amount of emergency funding was not disclosed. The World Bank’s
decision not to approve emergency support suggests that lenders are becoming
increasingly cautious about Kenya’s exposure and debt accumulation, even
while considering other financing channels. This rejection is particularly notable
because it signals that emergency liquidity is no longer easily accessible for
highly indebted sovereigns without stronger fiscal credibility. 

Importantly, the World Bank did not fully close the door on Kenya. It continues
to review a separate Development Policy Operation (DPO) facility worth
approximately KSh 97.1 billion, (equivalent to US$750 million). However, the
distinction between rejecting emergency financing while considering DPO
lending is significant. Emergency lending is designed for immediate shock
absorption, whereas DPO support typically comes with policy conditionalities
and governance requirements. Analysts interpret the rejection as evidence that
Kenya’s fiscal distress is increasingly being viewed through the lens of risk
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exposure rather than temporary external shocks alone. Geopolitical economist
Aly-Khan Satchu argued that the World Bank may have reached its practical
exposure limit to Kenya, stating, “I suspect the World Bank has a ceiling limit
for exposure to Kenya and is at the limit.” Such observations reinforce the
concern that Kenya’s debt accumulation is beginning to shape creditor
behaviour in tangible ways. Even where financing remains available, access
increasingly depends on governance reforms and lender confidence. 

Debt Pressures Behind Kenya’s “Dodged Default” Narrative 

President William Ruto’s declaration that Kenya “dodged debt default” has
been framed as a major economic achievement. Speaking on 12 June 2026,
Ruto argued that his administration had successfully steered Kenya away from
a fiscal crisis that many had predicted would culminate in sovereign default in
2022, particularly around the repayment of the country’s large Eurobond
obligations. The government points to improved foreign exchange reserves, a
stronger shilling, reduced inflation, and successful refinancing operations as
evidence of macroeconomic recovery. In official narratives, these developments
signal resilience and sound economic stewardship. However, the celebration of
avoiding default raises an important question: does avoiding default necessarily
mean debt sustainability has been restored? AfSDJN has consistently warned
against equating short term liquidity management with long term debt
sustainability. Debt rollover, refinancing, and new borrowing may postpone
repayment stress, but they do not eliminate structural vulnerabilities. 

Kenya’s apparent escape from default must therefore be understood in context.
The country has relied heavily on refinancing, external borrowing, domestic
debt expansion, and support from multilateral institutions to meet repayment
obligations. While this strategy may have prevented an immediate payment
crisis, it has also deepened concerns regarding debt composition and fiscal
sustainability. Kenya’s public debt has risen to approximately KSh 12.8 trillion
(US$99.2 billion) , representing a substantial burden on public finances. Debt
servicing now consumes a major share of annual revenues, reducing fiscal
space for social spending, development expenditure, and climate adaptation
investments. This means that while Kenya may have avoided formal default,
the social costs of debt servicing continue to intensify. AfSDJN has repeatedly
emphasized that sovereign debt crises are not only visible when defaults occur.

Page 3 of 8

https://www.msn.com/en-xl/africa/kenya/world-bank-rejects-kenya-s-emergency-loan-request-considers-lending-nairobi-ksh-97b/ar-AA25KhDo
https://www.the-star.co.ke/news/2026-06-12-kenya-dodged-debt-default-ruto-says-as-he-hails-economic-rebound
https://www.the-star.co.ke/news/2026-06-12-kenya-dodged-debt-default-ruto-says-as-he-hails-economic-rebound
https://www.msn.com/en-xl/africa/kenya/world-bank-rejects-kenya-s-emergency-loan-request-considers-lending-nairobi-ksh-97b/ar-AA25KhDo


They are also visible when debt servicing crowds out essential public
expenditure and shifts the burden of adjustment onto citizens through austerity
and taxation. 

Living Beyond Means and Kenya’s Fiscal Reality 

Concerns about Kenya’s debt burden have increasingly been framed around the
notion that the country strive to live beyond its means. This critique reflects the
mismatch between government expenditure, revenue collection, and
borrowing. Reports indicate that President Ruto inherited a debt challenge
requiring approximately KSh 2.3 trillion (roughly USD 18 billion) in obligations,
intensifying pressure on public finances. Kenya’s budget deficits remain
substantial, forcing continued borrowing both domestically and externally. Even
as the government pursues revenue mobilization measures, public resistance
to taxation and slowing economic growth complicate efforts to stabilize the
fiscal position. The political economy of debt has therefore become central to
the Kenyan fiscal debate. Borrowing remains politically easier than deep
structural reforms, yet excessive borrowing creates escalating repayment
obligations that future budgets must absorb. 

This pattern mirrors broader concerns across many African sovereigns, where
debt accumulation is often justified as necessary for growth-enhancing
investment, yet weak governance, high interest costs, and limited productive
returns undermine long term benefits. Kenya’s debt structure includes
commercial debt, concessional multilateral loans, bilateral debt, and
increasingly expensive domestic borrowing. Domestic debt, while denominated
in local currency, carries high interest costs that place pressure on fiscal
balances. Following reduced immediate pressure from Eurobond repayments
and the absence of fresh International Monetary Fund disbursements, Kenya is
seeking to raise about US$8 billion in domestic debt to finance its 2026/27
budget. The shift toward local borrowing reflects Nairobi’s effort to reduce
external vulnerability while maintaining fiscal operations. However, analysts
warn that heavy domestic borrowing could crowd out private sector credit and
raise local interest costs. The development underscores Kenya’s continued
balancing act between avoiding external debt stress and managing rising
internal fiscal pressures. External debt, meanwhile, exposes the country to
exchange rate risks and global financing conditions. The challenge is therefore
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not merely the volume of debt, but its composition, cost, and developmental
returns. AfSDJN’s position remains clear: borrowing is not inherently
problematic, but debt becomes unjust and unsustainable when repayment
obligations compromise human development, climate resilience, and economic
sovereignty. Kenya’s current debt dynamics increasingly raise these concerns. 

Warnings from Ndindi Nyoro and Oversight Institutions 

One of the most notable warnings has come from Kiharu Member of Parliament
Ndindi Nyoro, who has publicly raised alarm over Kenya’s rising debt burden.
On 11 June 2026, Nyoro warned that continued debt accumulation threatens
Kenya’s long term fiscal stability and could eventually undermine growth
prospects. His intervention is politically significant as it highlights concerns
emerging not only from opposition voices or civil society, but also from
influential figures within Kenya’s political establishment. Nyoro stressed that
debt servicing costs are rising to unsustainable levels and that growing
repayment obligations are constraining budgetary flexibility. His warning
reflects a widening consensus that debt sustainability cannot be assessed
solely through short term liquidity indicators or market confidence. The true
test lies in whether debt obligations remain compatible with developmental
priorities and future fiscal stability. 

Equally important are warnings from the Controller of Budget, an institution
tasked with fiscal oversight and public expenditure accountability. The
Controller of Budget has repeatedly raised concerns about the pace of debt
accumulation and the implications for public finance management. Such
warnings carry weight because they emerge from institutional monitoring
rather than political rhetoric. The Controller’s concerns reinforce a central issue
in sovereign debt governance: rising debt without corresponding improvements
in productive investment undermines fiscal legitimacy. When borrowing
increasingly finances recurrent expenditure, debt servicing, or emergency
liquidity management instead of transformative investment, debt sustainability
deteriorates. According to the Controller of Budget, Kenya remains highly
exposed to exchange rate fluctuations, with 52% of its external debt
denominated in US dollars. As a result, any depreciation of the shilling against
major foreign currencies increases the cost of servicing external obligations and
further amplifies the country’s overall debt burden. Debt decisions affect
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present and future generations and should therefore be subject to democratic
scrutiny, not merely technocratic negotiation between finance ministries and
creditors. 

Mbadi’s Debt-for-Food Swap Proposal and the Search for Alternative
Financing 

Against the backdrop of rising debt stress, Treasury Cabinet Secretary John
Mbadi introduced a proposal that has generated significant debate within policy
and development circles: debt-for-food swaps. Speaking on the 11th of June
2026, Mbadi suggested that Kenya should explore arrangements in which
portions of debt obligations could be restructured or exchanged to support food
security interventions. His proposal emerged as Kenya’s public debt reached
approximately KSh 12.8 trillion, intensifying pressure on the government to find
innovative financing mechanisms that do not rely exclusively on conventional
borrowing. Mbadi argued that alternative financing structures are necessary
because traditional debt accumulation is becoming increasingly costly and
fiscally restrictive. 

In a context of climate shocks, food insecurity, and constrained fiscal space,
debt swaps are being discussed as potential instruments to redirect resources
toward urgent developmental priorities. However, debt-for-food swaps raise
distinct governance and structural questions. Such mechanisms can provide
temporary fiscal relief by linking debt restructuring to targeted investments in
food systems, agricultural resilience, or nutrition programmes. Yet, they may
also reproduce power asymmetries if creditors dictate conditionalities,
implementation frameworks, or valuation methods. For countries like Kenya,
the effectiveness of such swaps depends heavily on transparency, creditor
participation, and whether the underlying debt stock is meaningfully reduced
rather than merely repackaged. Beyond debt swap arrangements, the Treasury
is also pursuing diversification of Kenya’s financing options by exploring access
to alternative international capital markets. As John Mbadi explained, “This
includes the potential issuance of Samurai Bonds in the Japanese market and
Panda Bonds in the Chinese domestic market. By tapping into these markets,
the government stands to benefit from deeper and more diversified pools of
capital.” 
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AfSDJN has consistently argued that innovative debt instruments must not
become substitutes for comprehensive debt restructuring or systemic reform.
Financial innovation alone cannot resolve structural debt injustice when the
global financial architecture continues to privilege creditor interests over
developmental needs. From an AfSDJN perspective, Mbadi’s proposals deserve
careful scrutiny rather than immediate endorsement. Debt swaps can create
policy space in the short term, particularly where fiscal constraints are limiting
investment in food security and climate resilience. However, such
arrangements often address symptoms rather than root causes. The central
issue remains the unequal sovereign debt architecture within which African
countries borrow at higher costs, face greater market penalties, and encounter
limited access to fair restructuring mechanisms. Kenya’s current debt
challenges cannot be understood solely as the result of domestic fiscal
decisions. They are also shaped by a global system in which African sovereigns
routinely pay a risk premium, experience volatile capital flows, and confront
creditor coordination problems during restructuring. Debt swaps may offer
tactical relief, but without structural reforms to global lending and restructuring
frameworks, such solutions risk becoming temporary patches over deeper
systemic failures. 

In Kenya’s case, any debt-for-food arrangement should be assessed through
several critical questions. Wanjiru Gikonyo v The Attorney General of the
Republic of Kenya (Reference No 19 of 2024), Afronomicslaw’s ongoing case
before the East African Court of Justice (EACJ) challenges the Kenyan
government’s secrecy surrounding this debt for food swap negotiations. Does
the swap reduce net debt obligations or merely extend repayment horizons?
Does it improve fiscal space for public services? Are communities affected by
food insecurity involved in determining priorities? Does it preserve policy
sovereignty or deepen creditor influence? These questions are essential
because debt justice is not only about reducing repayment pressure. It is also
about ensuring that fiscal decisions serve citizens rather than creditors. Kenya’s
debt trajectory highlights why debt governance must remain anchored in public
accountability and developmental justice. 

Conclusion 

Kenya’s debt trajectory in 2026 reflects both resilience and fragility. The
rejection of emergency financing by the World Bank has exposed growing
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creditor caution, even as Kenya continues to pursue new lending and
refinancing pathways. President Ruto’s declaration that the country has dodged
default highlights an important short-term achievement, but it should not
obscure deeper structural concerns. Warnings from Ndindi Nyoro and the
Controller of Budget underline the seriousness of Kenya’s fiscal vulnerabilities,
while growing public concern about living beyond national means reflects
broader anxiety over debt sustainability. John Mbadi’s debt-for-food swap
proposal demonstrates the search for alternative financing solutions, but such
mechanisms must be evaluated critically to ensure they deliver genuine debt
relief rather than cosmetic restructuring. For AfSDJN, the Kenyan case
highlights that debt management success cannot be measured by the absence
of default alone. What matters increasingly is whether financing choices are
expanding productive capacity and fiscal resilience, or simply reshuffling
obligations across instruments and time horizons.
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