
• By increasing the CBR, BoU indirectly controls inflation, by increasing the value of assets denominated in UGX,

   compared to assets in foreign currency (e.g US$).

• With a higher CBR, households and businesses will enjoy an appreciated exchange rate, thus making prices of imported          

   goods cheaper.

• Investors in government securities and Depositors will also earn more money on their investments due to a higher CBR.

• A higher CBR implies that households and businesses will demand less credit as a result of higher interest rates on 

• Bank of Uganda (BoU) issues the MPS to publicize its decision on the Central Bank Rate (CBR).The CBR is a policy 

   interest rate set to influence pricing of financial assets in the economy such as loans, exchange rate, mortgages.

• In May 2022, BoU decided to monitor the economic situation more frequently, to take timely and proactive action 

   because the economy was facing rising inflationary pressures.

• The monthly Monetary Policy Statements (changes in the CBR) are therefore a commitment by BoU to firmly contain 

   inflation around the 5 percent target. 

Monetary Policy Statement FAQs 

1       Bank of Uganda has issued monthly Monetary Policy Statements (MPS) since June 2022. Is this an  indicator for 

         bad times  ahead?

• A recession occurs when economic activity declines across the economy and lasts more than 6 months.

• The pace of Uganda’s economic recovery from the Covid-19 SOPs is on track, though slow, partly reflecting the effects 

   of  higher costs of production arising from fuel and transportation fares.

• Nonetheless, Economic activity is expected to pick momentum, growing in the range of 5.0-6.0 percent in 2023, 

   in part supported by public investments and recovery in demand, as inflationary pressures begin to fade.

• In addition, the economy is projected to grow in the range of 6.5-7.0 percent, in the medium term (2-3 years ahead), 

4      If Uganda is facing supply-side (cost-push) inflation, why is BoU providing solutions to demand-side inflation?

• Supply-side (cost-push) inflation results from a decline in total supply, due to external factors for example a rise in price

   of inputs like raw materials & labour. Demand pull inflation occurs due to a faster increase in total demand, while supply 

   reduces or remains unchanged.

• BoU is providing solutions to demand-side inflation to keep inflation expectations anchored. Higher inflation expectations 

  could translate into higher inflation.

• In addition, by providing solutions to demand-side inflation, BoU aims to control aggregate demand until aggregate

   supply adjusts upwards. 

 5      The Uganda Shilling has experienced strong depreciation pressures in the past. What is causing this  depreciation

          and what is Bank of Uganda doing to contain it?

• The interest rates hikes in May & June 2022 by advanced economies resulted in the exit of some offshore portfolio         

   investors, thus reducing supply of foreign exchange (US$) to the Ugandan market.This exerted depreciation pressures on     

   the shilling exchange rate.

• The recent policy stances taken by BoU, such as the increase of the Cash Reserve Requirement (CRR) to 10 percent and    

   raising the CBR, have lowered the pace of the exchange rate depreciation in July and August 2022.

• There has been a notable reduction in offshore portfolio exits, as Uganda’s market has become attractive to offshore   

   portfolio investors following the increases in the CBR. 

2      The Central Bank Rate (CBR) has further been increased by 0.5 percentage points from 8.5 percent to 

        9 percent. What does a higher CBR mean for Uganda’s households and businesses?
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3      Economic growth is now projected in the range of 2.5-3.0 percent in 2022, lower than the 4.5-5.0 percent 

         projection in July 2022. Should Ugandans brace themselves for a recession?  


