ROCK Beyond Sovereign Debt

Infrastructure Finance June 2026

Rock Strategic Insights

Beyond Sovereign Debt

How Kenya is rewriting the rules of Infrastructure Finance

ROCK INVESTMENT BANK

Samuel Mburu | Senior Associate

Kenya's securifisation model represents the most significant structural shift in African
infrastructure finance in a decade. The question now is whether it can hold and who
builds what comes next.

Africa’s Infrastructure Crisis — The Context That Makes Kenya’s
Model Necessary

Africa’s infrastructure financing gap is structural, widening, and quantified. The African
Development Bank estimates the continent requires between USD 130 and USD 170 billion
annuadlly in infrastructure investment, against current flows that leave an annual shortfall
of USD 68 to USD 108 billion (AfDB, 2023). The OECD’s Africa's Development Dynamics
2025 report sharpens this at the regional level: East Africa alone requires USD 42 billion per
year until 2040, equivalent to 8.6% of the region’s GDP which is the largest infrastructure
investment need of any African subregion.

The consequences are not abstract. Energy costs for manufacturing enterprises in Africa
run up to four fimes higher than in comparable markets. Road freight tariffs are twice
those in the United States. Poor infrastructure adds 30 to 40% to the cost of goods across
the continent. Every year without closing the gap is a year of compounding lost
competitiveness.

What is equally significant is the paradox at the heart of the problem: Africa holds over
USD 1.1 ftrillion in domestic capital across pension funds, insurance pools, public
development banks, and sovereign wealth vehicles, yet less than 3% is allocated to
infrastructure; well below the African Union Development Agency target of 5%. The gap
is not only a shortage of capital. It is a structural failure to channel existing capital into
productive assets. Kenya's securitisation model is the most credible attempt yet to
address that structural failure from within.

East Africa requires USD 42 billion per year in infrastructure investment until 2040 —
equivalent to 8.6% of regional GDP. It is the largest infrastructure investment need of
any African subregion.

Source: OECD / AfDB — Africa’s Development Dynamics 2025
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How Kenya Got Here — And Why the Old Model Has Run lIts
Course

Over the past decade, Kenya pursued one of Africa’s most aggressive infrastructure
buildouts; the Standard Gauge Railway, the Nairobi Expressway, JKIA expansion, and
thousands of kilometres of roads. The results were visible: growth lifted, frade volumes
increased, and Kenya consolidated its position as East Africa’s dominant commercial
and financial hub.

The financing model underpinning this expansion, however, relied heavily on sovereign
borrowing primarily from China’s Export-Import Bank and bilateral creditors. The bill is now
due. Kenya carries one of Africa’s highest debt service-fo-revenue ratios, and the fiscal
headroom that enabled the infrastructure buildout of the 2010s has effectively closed.

The constraints are structurally apparent. Kenya's installed electricity capacity stands at
approximately 3,000 megawatts; insufficient to anchor the hyperscale digital economy
investments the country aspires to aftfract. According fo industry reports, the planned USD
1 billion Microsoft-G42 data centre development has faced delays amid concerns over
power capacity, offtake commitments, and commercial structuring; a direct illustration
of the gap between Kenya's digital ambitions and the enabling infrastructure required
to support them.

Africa’s broader debt picture reinforces the urgency. Total continental external debt
reached USD 1.152 trillion by end-2023, and debt servicing hit USD 163 billion in 2024, up
sharply from USD 61 billion in 2010. In this environment, sovereign borrowing as the default
infrastructure financing mechanism is no longer viable at scale. A structurally different
model is required. Kenya has produced one.

Africa paid out USD 163 billion in debt servicing in 2024, up from USD 61 billion in 2010
leaving governments with severely limited fiscal headroom to catalyse private
infrastructure investment.

Source: African Development Bank / UCL Bartlett Faculty of the Built Environment, 2025
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Kenya's Securitisation Turn

Kenya's response to this constraint has been structurally innovative and consequential
enough fo merit serious attention from every capital market practitioner and
development finance institution operating on the continent. Three interconnected
fransactions and institutional decisions define this pivot.

The Road Infrastructure Securitisation Programme

In 2025, Kenya's government signed a landmark programme to clear unpaid road
construction bills and revive stalled projects, structured against future fuel levy revenues.
The United Bank for Africa committed USD 150 million as part of this structure in November
2025. The mechanism is straightforward in principle and sophisticated in execution: the
fuel levy, raised 39% to Kes 25 per litre in July 2024, now generates approximately Kes 122
billion annually providing a ring-fenced, recurring revenue base against which long-term
debt can be structured. The programme is valued at USD 1.35 billion (Kes 175 billion) and
has already unlocked or accelerated 875 road contracts nationwide.

The significance here is architectural, not merely transactional. By securitising a future
revenue stfream rather than drawing on the sovereign balance sheet, Kenya has created
a template for financing infrastructure without relying solely on conventional sovereign
borrowing; a distinction that matters acutely in an environment of severely constrained
fiscal space.

The Linzi 003 Infrastructure Asset-Backed Security

In July 2025, Linzi Finco LLP listed a KES 44.9 billion Infrastructure Asset-Backed Security on
the Nairobi Securities Exchange, backed by future revenues from the Talanta Sports City
Stadium: Kenya'’s flagship venue for AFCON 2027. The bond was 100.19% oversubscribed.

This was not an isolated fransaction. The Linzi 003 IABS followed the precedent-setting
2024 Sukuk issuance by the same vehicle; East Africa’s first Islamic capital markets
instrument of this type. Together, these transactions signal something important: Kenya's
domestic institutional investor base: pension funds, insurance companies, fund managers
has the appetite, the analytical capacity, and the regulatory permission to absorb
complex, long-duration infrastructure-linked instruments when underlying asset quality
and revenue structure are credible.

A 100.19% oversubscription does not happen by accident. It is the product of a maturing
capital market, a sufficiently deep institutional investor base, and a track record that
investors trust. That combination is relatively new in East Africa and, for now, is Kenya-
specific.

The Linzi 003 Infrastructure Asset-Backed Security, at KES 44.9 billion, was 100.19%
oversubscribed — signalling genuine domestic investor appetite for infrastructure-
linked capital market instruments.

Source: Linzi Finco LLP / Nairobi Securities Exchange, July 2025
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The National Infrastructure Fund and Sovereign Wealth Fund

Kenya's December 2025 Cabinet approval of both a National Infrastructure Fund (NIF)
and a Sovereign Wealth Fund (SWF) represent the institutional architecture to scale what
the roads securitisation and Linzi fransactions proved at the deal level. The NIF, structured
as a limited liability company with a professionally appointed board, carries an explicit
mandate in energy and agriculfure targeting expansion of Kenya's generation capacity
tfoward 12,000 MW, against a current installed base of approximately 3,000 MW.

The SWF creates a vehicle for channelling fiscal surpluses into long-term productive
investment: the mechanism that has underpinned infrastructure development in Gulf
states and Norway and that Kenya has historically lacked.

Together, the NIF and SWF represent a deliberate institutional pivot: from infrastructure-
as-sovereign-debt to infrastructure-as-investment. If properly governed and capitalised,
that pivot changes the fiscal logic of infrastructure development in Kenya in a
fundamental way.

Why This Matters Beyond Kenya

Kenya's securitisation model is not automatically exportable. It works in Kenya because
of three enabling conditions that are not present in equal measure across the continent:
a deep enough domestic capital market to absorb structured instruments; a liquid, well-
governed stock exchange with the regulatory infrastructure for complex listings; and a
sufficiently large institutional investor base; Kenya's pension sector alone manages
approximately Kes 2.8 frillion in assets.

Markets that share these structural pre-condifions such as Nigeria, South Africa, Egypt,
Morocco, and fo a growing extent Rwanda are the natural candidates for replication.
Markets that do not yet have these foundations require a sequenced approach: capital
market deepening and institutional investor development must precede securitisation at
scale, not follow if.

What is universally applicable from Kenya's model, however, is the underlying principle:
ring-fenced revenue streams from operating infrastructure assets: fuel levies, stadium
revenues, toll roads, water ufility tariffs can serve as the foundation for capital market
instruments that attract domestic and international institutional capital without
expanding sovereign debt. The instrument varies by market; the structural logic does not.

This is the most important contribution of Kenya's securitisation turn to continental
infrastructure finance: not a transaction, but a proof of concept. It demonstrates that the
sovereign borrowing model is not the only model and that the alternative, when properly
structured, can be oversubscribed.
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The Risk Register — Is It Sustainable?

Intellectual honesty requires acknowledging that Kenya's model is promising but not yet
proven at scale. Three structural risks warrant attention.

Revenue dependency is the primary constraint. Securitisation works only when the
underlying revenue stream is reliable, ring-fenced, and insulated from political pressure.
Fuel levy revenues; the backbone of the roads securitisation is subject to oil price volatility,
long-term consumption shifts driven by electric vehicle adoption, and the poaolitical
vulnerability of a levy whose 39% increase was itself contentious. The same decision that
created the revenue base can be reversed.

Governance of special purpose vehicles is the second risk. The Linzi 003 IABS and the
roads securitisation both depend on institutional arrangements that are relatively new in
this market. Investor confidence, once established, can be rapidly eroded by
governance failures such as late disclosures, asset quality deterioration, or structural
conflicts of interest. The oversubscription that validated the model is an asset that must
be actively maintained, not assumed.

Market depth remains a constraint on scalability. Kenya's capital markets can absorb a
fransaction at the KES 44.9 billion level. Whether they can absorb a pipeline of
comparable fransactions simultaneously, particularly in a fighter global risk environment
is less certain. Financing infrastructure at the pace East Africa requires demands market
depth that no single African domestic market currently possesses.

The securitisation model is promising but fragile without sustained institutional support.
Revenue dependency, SPV governance, and market depth are the constraints that
will determine whether Kenya's innovation scales or stalls.

The Advisory Mandate

Forinvestment banks and capital markets practitioners advising Kenyan and East African
public sector entities, Kenya's securifisation furn represents a structurally new class of
mandate and a commercially significant one.

The fransaction types are varied and technically demanding: structuring future revenue
securitisations for state-owned enterprises and government agencies; advising on green
bond and sustainability-linked issuances qualifying for infernational institutional capital;
supporting national fund governance design and capital deployment frameworks; and
building the legal and financial architecture for public-private partnerships in sectors
where the securifisation model is not yet established.

Each of these mandates requires a combination of capital markets structuring expertise,
public sector financial advisory capability, and deep macroeconomic and institutional
context that remains relatively uncommon in the East African market. The institutions that
build this competency now while the model is sfill being proved and the pipeline is still
being developed will be best positioned to infermediate the most consequential class of
infrastructure fransactions on the continent over the next decade.
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Conclusion: Infrastructure-as-Investment

Kenya's securitisation model is not a solution to Africa’s infrastructure gap. The gap is too
large, too structural, and too multidimensional to be closed by any single mechanism.
But it is a proof of concept for something important: that the sovereign borrowing model
is not the only model, and that capital markets, when deep enough and properly
structured can finance public infrastructure without adding to the public debt burden.

The Linzi 003 IABS, the roads securitisation, and the National Infrastructure Fund are
collectively the most coherent statement Kenya has made about how it infends to
finance the next phase of its development. That statement deserves to be taken seriously
by governments across the continent looking for alternatives to debt-dependent
infrastructure finance, by institutional investors seeking long-duration, yield-bearing assets
in growth markets, and by the investment banks and advisory institufions positioned to
build the transactions that connect them.

The era of infrastructure-as-aspiration must give way to infrastructure-as-execution.
Kenya, cautiously but credibly, has shown one way to do it.
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Disclaimer

This thought leadership arficle is published by Rock Investment Bank for informational purposes only. It does not
constitute investment advice, financial product offering, or legal counsel. Views expressed represent analytical
perspectives based on publicly available information and referenced third-party research.
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