
In Summary

Monetary Policy Objective

Maintain Annual Core Inflation (change in overall price level excluding prices of items which 
change rapidly and are beyond the control of policy like food crops, oil prices and administered 
prices) as close as possible to 5 percent.

Policy Objective

Why should you care about the Monetary Policy Statement?

BoU issues the Monetary Policy Statement (MPS) every two months to publicize its decision on 
the Central Bank Rate (CBR). The CBR is a policy interest rate intended to influence 
short-term interbank lending rates and other interest rates in the economy. 
At the end of the day, changes in the CBR affect returns on investments and costs of 
production.
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Drivers For Growth

Bank of Uganda maintained 
the Central Bank Rate (CBR) at 
7 percent between April 2021 
and May 2021.

Inflation

Inflation remains favourable, with 
annual core inflation expected to 
remain as close as possible to the 
5 percent target in the remaining 
part of 2021

Economic activity has improved 
& is stronger than projected in 
February 2021. GDP growth 
position remains unchanged at 
4.0-4.5 percent in FY2021/22 & 
better outlook is expected in the 
years ahead.

GrowthInflationCBR

Increased domestic demand, 
stronger global economic 
growth & final investment 
decision (FID) on the oil pipeline.
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Monetary Policy Statement FAQs, April 2021

1. What is the key message regarding growth of the economy amidst the COVID-19 pandemic?  

• Economic activity is slowly recovering and is stronger than was projected in February 2021. Economic  
 growth is still estimated to increase to 4.0-4.5 percent in FY2021/22.

• Private investment and consumption are expected to continue contributing to economic growth as  
 domestic and global demand improves. 

2. What is likely to drive growth in Economic activity in Uganda?

• A stronger global economic growth and increased investment once the final investment decision   
 (FID) on the pipeline is completed. These are likely to increase exports, improve tourism, enhance   
 agricultural and industry production.

• However, the second wave of the pandemic, slow uptake of the Covid-19 vaccine, an increase in   
 non-performing loans (NPLs) as credit relief measures are lifted, and unpredictable weather patterns  
 could negatively affect the growth projection.

• In addition, increasing public debt might call for adjustments in fiscal policies through higher taxes,  
 lower expenditure or both in the coming years, and this could limit demand. 

3. What is the current price level of goods and services in the country? 

 In March 2021, inflation (change in general price level of goods and services) remained moderated.

• Core inflation (change in overall price level excluding prices of items which change rapidly and are   
 beyond the control of policy like food crops, oil prices and administered prices) declined to 5.3 percent  
 in March 2021 majorly as a result of a fall in transport fares.

• Headline inflation (change in total price level of goods and services in the country) increased to 4.1   
 percent in March 2021 mainly driven by a general rise in food crops and energy prices.

BANK OF UGANDA



4. What is likely to drive prices in the future?

• Inflation could rise temporarily in the next 12 months because of the rising food crop prices, which could  
 outweigh the correction of  services inflation as the effects of SOPs on public transport fade out. 

• Stronger than anticipated domestic demand, proposed increase in some taxes and rising international  
 oil prices, if the recent increase is sustained, may result in input price pressures across all sectors of the  
 economy.
  

5. Why did Bank of Uganda decided to maintain the Central Bank Rate (CBR) at 7 percent?

• In consideration of the current and expected macroeconomic developments, Bank of Uganda     
 assessed the risks facing the economy to permit keeping the monetary conditions accommodative.

 For example;
• Economic growth is slowly recovering and is still projected to increase to 4.0-4.5 percent in FY2021/22   
 while inflation is projected to fluctuate around the 5 percent target in the remaining part of 2021.

 As a result, BoU decided to maintain CBR at 7 percent.


