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EXECUTIVE SUMMARY
1. The Monetary Policy Committee (MPC) assessed that inflation expectations remain contained,
and the ongoing economic recovery still requires monetary policy support. Thus, based on the
current economic conditions, the outlook, and balance of risks, the MPC decided that keeping the
central bank rate (CBR) unchanged at 6.5 percent would be consistent with meeting the inflation
objective of 5 percent sustainably in the medium term, while supporting economic growth
recovery. The band on the CBR is also maintained at +/-2 percentage points on the CBR and the
margins on the CBR for the rediscount rate and bank rate have been kept unchanged at 3 and 4
percentage points, respectively. Consequently, the rediscount rate and the bank rate have been
maintained at 9.5 percent and 10.5 percent, respectively.
2. Recent economic developments have resulted in a revision of the inflation outlook. Indeed, annual
headline and core inflation are now expected to average 5.2 percent and 4.7 percent in 2022, up
from respective rates of 4.5 percent and 3.9 percent that were projected in February 2022. The
upward revision largely reflects exogenous supply side factors on account of the heightened
geopolitical tensions in Europe, persistent supply side disruptions induced by the pandemic that
have caused global food, energy, and non-energy prices to skyrocket. However, inflation
expectations remain contained as the recent price increases are yet to become widespread, even
though inflation is forecast to rise slightly above the 5 percent target in the medium-term (2-3
years ahead).
3. The domestic economic recovery following the Covid-19 pandemic-related slowdown has been
disrupted by the adverse global factors. High frequency soft and hard indicators of economic
activity indicates that the pace of economic recovery is slowing down. The Composite Index of
Economic (CIEA) indicated no growth in economic activity in February 2022, while the
Purchasing Managers’ Index (PMI) keyed a reduction in investor optimism in March 2022.
Relatedly, the consumer confidence index signalled a marked drop in consumer optimism at the
back of current and expected elevated commodity prices. Real gross domestic product (GDP)
growth was 5.2 percent year-on-year in the last quarter of 2021, up from minus 0.4 percent in the
quarter to December 2020. The recovery in growth was mainly on account of an improvement in
the services and industry sectors as part of the favourable base effects from the deep impact of
the pandemic in 2020.
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4. Economic Growth is now projected in the range of 5.5-6.0 percent in 2022, down from the 6.0
percent and above projected in the February 2022 forecast round. Going forward, the spike in
global geopolitical tensions and supply chain disruptions are likely to hinder the stability and
growth of the economy.
5. The shilling remained strong despite the temporary noise that saw the shilling lose ground by 2.1
percent month-on-month against the US Dollar over bearish sentiments due to the Ukraine-Russia
war and the related sanctions on Russia. However, the shilling continued to appreciate, gaining 3.5
percent year-on-year and 0.5 percent quarter-on-quarter against the US dollar in the quarter to
March 2022. The appreciation reflects strong financial inflows comprising of foreign direct
investment (FDI), portfolio investment and loan disbursements to the government, and current
account flows comprising remittances and coffee export receipts, and the Bank of Uganda
monetary policy stance and actions.
6. In the quarter ended March 2022, the interbank money market rates remained well anchored
around the CBR. The 7-day interbank weighted average rate contracted to 6.78 percent in the
quarter ended March 2022 from 7.02 percent in the quarter ended December 2021, reflecting
stability in the interbank money market.
7. Private Sector Credit (PSC) growth declined in the quarter to February 2022, as banks focus on
cleaning their loan books as credit relief measures expired for most sectors. Year-on-year PSC
growth fell to an average of 8.5 percent in the three-months to February 2022, down from 9.4
percent in the three months to November 2021. Including loans disbursed by the Uganda
Development Bank (UDB), PSC growth also fell to an average of 9.0 percent in the three-months
to February 2022, down from 10.0 percent in the three months to November 2021.
8. Revenue shortfalls constrained fiscal operations for the eight months to February 2022. Relative
to the Uganda Revenue Authority (URA) targets, the cumulative outturns for net URA tax revenue
and non-tax revenue underperformed by Shs. 867.5 billion and Shs. 137.0 billion, respectively.
Preliminary estimates show that government expenditure for the eight months of the financial
year amounted to Shs. 20,044.8 billion, an underperformance of Shs. 2,969.3 billion compared to
the programmed spending mainly due to a shortfall in development expenditure. The government
is set to embark on a revenue-driven fiscal consolidation path to ensure debt sustainability.
9. In the 12 months to February 2022, Uganda recorded an overall balance of payments (BOP)
surplus reflecting robust capital inflows and tourisms receipts which more than offset the deficit
on the current account. Consequently, the country was able to build up reserve assets to a tune of
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US$ 642 million. The stock of reserves is equivalent to 4.0 months of import cover, higher than
the 3.6 months for the same period of the previous year. The improvement in the BOP position
was due to a surge of Foreign Direct Investment (FDI) inflows, loan disbursements to government
and record portfolio investment inflows at the back of the high attractive yields on treasury
securities.
10. The outlook for both inflation and economic growth are largely dependent on the global
developments. The recent global developments have exacerbated the near-term inflation
developments, and the prospective negative impact on economic activity and medium-term
inflationary pressures. Global inflationary pressures have intensified sharply following Russia’s
invasion of Ukraine. This has led to a material deterioration in economic outlook for the world
and Uganda. The recent geopolitical tensions have exacerbated greatly the combination of the
impact of the pandemic and adverse supply shocks that continue to hit the economy. Concerns
about further supply chain disruption have also risen, both due to Russia’s invasion of Ukraine
and to Covid-19 developments in China. Although inflation remains moderate, it is projected to
rise sharply over the remainder of the year. The increase is largely attributed to higher energy and
other tradable goods prices. The upward pressure on inflation is expected to dissipate over time.
However, as a result of the real income decline, household consumption growth could slow and
the spare capacity in the economy could persist until FY2023/24. There is considerable uncertainty
around the projections and monetary policy will continue to ensure that the medium to longerterm inflation expectation is anchored at the 5 percent target.
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1. GLOBAL DEVELOPMENT AND OUTLOOK
1.1

Global economic activity

The full global economic recovery from the COVID-19 supply bottlenecks is now more uncertain as
the unfolding impact of the Russia-Ukraine war and the associated sanctions on Russia have exerted
severe setbacks on the global economic prospects. The latest lockdowns in China could cause new
bottlenecks in global supply chains, further damaging the global economy. Already, in March 2022,
the Organization for Economic Co-operation and Development (OECD) downgraded its global
growth projection for 2022 by 1 percentage point, while the European Central Bank (ECB) and the
IMF downgraded their projections by 0.4 and 0.8 percentage points, respectively compared to January
2022.
The global real GDP, which had been projected at 4.1 percent in 2022 and 3.6 percent in 2023, has
since been revised downwards to 3.7 percent in 2022 and 2.8 percent in 2023 by the ECB (Table 1).
The lower global economic growth reflects disruptions to the energy supply, particularly oil and gas,
on account of the direct impact of Russia- Ukraine war.
Table 1: Global Real GDP projections, before and after the onset of Russia-Ukraine war
2022

2023

2024

Global real GDP

4.1%

3.6%

3.6%

Annual real GDP projections post Ukraine war onset

3.7%

2.8%

1.6%

Deviation

0.4%

0.8%

2.0%

Source: ECB Bulletin, March 2022

The risks to the global growth outlook remain tilted to the downside on account of geopolitical
tensions particularly, the Ukraine-Russia crisis as well as lower growth projections for China reflecting
the latest lockdowns due to zero-tolerance to COVID.
In Uganda, there is limited direct impact from the Russia-Ukraine was since these two countries
account for a negligible share in Uganda’s total trade (i.e., about 1.4 percent of total imports in 2021)
and there is hardly any major direct financial exposure to these two countries. However, the indirect
impact through the impact on European Union countries and the rest of the world that Uganda trade
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with significantly and through elevated commodity prices could be large. In addition, the large impact
on commodity prices is expected to worsen and prolong the already elevated inflationary situation in
many economies inducing global financial turbulence which could complicate policy management in
many countries including Uganda.
1.1.1

Global inflation

Global inflation has continued to rise on account of disrupted supply chains and skyrocketing
commodity prices especially for food and energy (Figure 1). IMF Inflation projections have been
revised upwards by 1.8 percentage points and 0.4 percentage points for advanced economies and by
2.8 percentage points and 1.8 percentage points for Emerging and Developing Economies in 2022
and 2023, respectively. The elevated inflationary pressures will persist longer if the war on Ukraine
rages on. The high inflationary concerns have already prompted several Advanced Economies to raise
their interest rates. The US Fed delivered its first interest rate hike in March 2022 with further hikes
expected in the future while Bank of England raised its interest rates for the third time in March to
0.75 percent. The higher global inflationary pressures imply higher imported inflation into consumer
prices and higher marginal costs of production for Uganda and thus complicating the Management of
fiscal and monetary policies.
Figure 1: WEO Headline inflation projections
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1.1.2

International commodity prices

International commodity prices hit the roof in March 2021 due to the geopolitical tensions, particularly
the Russia-Ukraine war extending the global commodity boom which was anticipated to have picked
in last quarter of 2021. Russia and Ukraine together account for 30 percent of global exports of wheat,
23.4 percent of mineral fertilizers, 20 percent of corn and natural gas, and 11 percent of oil. These
commodity prices have risen sharply in the past month, exacerbating the already high rise experienced
since December 2021. Energy prices rose by 24.1 percent while fertilizer prices rose by 21 percent,
month-on-month in March 2022 (Figure 2). Cumulatively, Brent crude oil prices rose by 48 percent
while palm oil and wheat prices rose by 36 percent and 28 percent, between December 2021 and
March 2022, respectively. However, coffee and tea prices, commodities that Uganda exports,
registered cumulative price declines in the period.
In Uganda, the full impact of commodity price disturbances arising due to the Russia-Ukraine war is
yet to be experienced as the goods fully pricing in the impact will come in during the second quarter
of 2022. The higher input costs might worsen the already increasing marginal costs facing Ugandan
importers inducing a contraction in output in the affected sectors. The higher prices for pesticides and
mineral fertilizers could affect the already weak agricultural sector. In addition, 2022 is an election year
for Kenya; if the election process is not peaceful, could disrupt Uganda’s external trade flows,
amplifying the effects of the commodity price disturbances.
Figure 2: Cumulative International Commodity prices changes, January -March 2022

Source: World Bank
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Global financial markets

1.2

Global financial market conditions were volatile due to strengthening of the US dollar amidst
heightened risk sentiments on account of the sanctions on Russia. Countries with proximity to Russia
as well as those financially integrated with Russia experienced significant financial market volatility.
Investors have since increased their preference for shorter-term securities compared to long -term
securities which is a sign of a looming economic slowdown. Already, the US has experienced an
inverted yield curve which points to an expected recession in late 2023. The Credit default swaps
(CDS) spreads have widened as investors expect more defaults on obligations.
Concerns regarding the high inflationary pressures has prompted many affected countries to adopt
hawkish policy responses. In Africa, South Africa and Ghana have raised their policy rates in a bid to
bring down and anchor inflation expectations to their targets. The 10-year treasury bond yields have
since risen as interest rates rise and investors look for safer investments (Figure 3).
As more countries raise their policy rates and take up hawkish monetary policy stances to curb
inflation, could trigger capital flow reversals from EMDEs including Uganda and thereby increase
depreciation pressures on the Uganda Shilling.
Figure 3: 10-year government bond yields
2

Figure 2a: 10- year Government Bond
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Figure 2b: 10- year Government Bond
Yields
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2. DOMESTIC DEVELOPMENT AND OUTLOOK
2.1

Domestic financial markets

A developed financial market can efficiently channel liquidity from institutions with surplus funds to those in deficits,
provides effective price-discovery mechanism and helps transmit monetary policy to the real economy. A comprehensive
assessment of the financial markets is therefore vital for judging the decisions and consequences of the central bank’s
actions.
2.1.1

Interbank money market

Interest rates in the Interbank money market were well anchored around the Central Bank Rate (CBR)
in the quarter ended March 2022, due to liquidity finetuning operations by the central bank, as shown
in Figure 4. The 7-day interbank weighted average rate declined to 6.78 percent in the quarter ended
March 2022 from 7.02 percent in the quarter ended December 2021, reflecting stability in the
interbank money market. Similarly, the overnight rate dropped to 6.47 percent in the quarter ending
March 2022 from 6.59 percent in the quarter to December 2021.
Figure 4: Interbank interest rates and Central Bank Rate
10.0
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8.0
7.0
6.0
5.0
4.0
3.0
2.0
Q-Sep'20
CBR

Q-Dec'20

Q-Mar'21

Lower bound
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Upper bound
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Overnight

Q-Dec'21
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7-Day WA Rate

Source: Bank of Uganda

2.1.2

Primary market for treasury securities

Yields on the Treasury Bills and Bonds in the primary market declined in the quarter to March 2022
relative to the quarter to December 2021. Yields on the 91-day, 184-day and 364-day T-bills, dropped
by 10 basis points and 50 basis points to average 6.66 percent, 8.53 percent, 9.88 percent, respectively.
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Similarly, yields on the 2yrs, 3yrs and 10yrs T-bonds also declined by between 30 to 110 basis points,
to average 10.74 percent, 12.20 percent, 13.75 percent, and 14.39 percent, respectively. The 5yrs yield
was unchanged at 13.65 percent while the 20yrs rose by 20 basis points to 15.85 percent in the Quarter
ending March 2022.
2.1.3

Secondary market for treasury securities

The secondary market yield curve for the quarter to March 2022 was broadly unchanged at the short
end of the curve but somewhat flattened at the longer end relative to the quarter ending December
2021. The average annualised 91-day, 182-day and 364-day Treasury bill yields stood at 6.6 percent,
8.8 percent, and 10.7 percent, respectively, as shown in Figure 5. Similarly, the annualised yields on
the 2-year and 3-year remained relatively unchanged at 10.6 percent and 12.3 percent, respectively
while the 5-year, 10-year, 15-year and 20-year bonds yields declined to by 20 basis points, 50 basis
points, 40 basis points and 10 basis points to average 13.5 percent, 13.9 percent, 14.4 percent, and
15.4 percent, respectively during the period.
Figure 5: Secondary Market yields on the bills and bonds
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Source: Bank of Uganda

2.1.4

Lending and deposit interest rates

Commercial banks’ Lending rates averaged 18.95 percent in the quarter to February 2022, 60 basis
points lower relative to the level in the quarter ending November 2021. Major declines were registered
in the Personal and Households loans, Transport and communication, Agriculture, Manufacturing
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and Trade sectors with declines ranging between 30 to 130 basis points in that order to averages of
19.9, 16.3, 20.7, 16.2 and 17.9 percent, respectively as shown in Figure 6. On the other hand, lending
rates increased for electricity and water sector, building, mortgages, construction and real estate sector
and other activities. Nonetheless, the lending rates in most sectors exhibit significant volatility and as
such it’s hard to predicting their future trajectories.
Figure 6: Weighted average lending rates for selected Sectors
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2.1.5

Credit to the private sector

Private Sector Credit (PSC) growth remains weak and below historical trends despite the full reopening
of the economy in January 2022. Although the February 2022 reading seem to mark a reversal of the
declining trend, it is not clear whether this is not temporary given the wave of global supply shocks
that are exerting upward pressure on prices and downward pressure on output. In addition, as shown
by Figure 7 on the right, the widening gap between credit demand and supply as proxied by values
of loan applications and approvals seem to indicate that banks are concentrating on cleaning their loan
books following the expiry of credit relief measures for most sectors save education and hospitality
sectors that had been in lockdown for extended period. The large drop in value of loan applications
could indicate that borrowers are uncertain about the future trajectory of economic activity. Year-onyear growth in PSC fell to average 8.5 percent in the quarter to February 2022. Adjusting for the
exchange rate changes, year-on-year growth in PSC averaged 9.7 percent in the quarter to February
2022 compared to 10.8 percent in the quarter to November 2021. Over the same period, growth in
foreign currency-denominated loans improved to 5.6 percent compared to 3.6 percent in the previous
quarter, while shilling denominated loans fell to average by 9.8 percent from 12.0 percent over the
same period.
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Figure 7: Growth in private sector credit and currency composition

Source: Bank of Uganda

Credit growth remains very weak in Agriculture, Trade, and other Business services with growth rates
far below the industry growth and their median growths for the recent decade. These sectors
combined accounted for 34.2 percent of total PSC in the period and registered PSC growth rates of
less than 5 percent in the quarter to February 2022. Credit growth is only above or near its median
growth rate for the last decade in the Personal and Households loans sector, Manufacturing, and
Building, mortgage & construction, with annual growth rates of 17.5 percent, 13.7 percent, and 13.2
percent, respectively (Figure 8). Together these three sectors accounted for 52.7% of total
outstanding credit during the quarter. Lending to the agriculture and trade sectors, with a combined
average share of 29.4 percent of total outstanding credit in the quarter to February 2022, grew by a
paltry average of 2.7 percent and 4.8 percent annually, from 1.3 percent and 3.6 percent respectively,
during the same period.
Figure 8: Sectoral PSC Growth (%, year-on-year, sectoral shares in brackets)
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2.2

Domestic economic activity

Although monetary policy lives under many guises, it ultimately boils down to adjusting the supply of money in the
economy to achieve non-inflationary economic growth. It is generally agreed that in the long run, output is fixed and
any changes in money supply only leads to increases in prices. Nonetheless, because prices and wages are sticky in the
short run, changes in money supply affect investment and consumption of durable goods, which in turn affect aggregate
demand and economic activity. Therefore, a comprehensive assessment of economic activity is important to judge both
the stance and consequences of monetary policy.
The pace of economic recovery of the domestic economy from the COVID-19 supply bottlenecks
and its outlook has been thrown into greater uncertainty by the unfolding impact of the RussiaUkraine war. The war has heightened the already higher commodity prices and the supply chain
disruptions which have greatly increased the cost of several imported raw materials feeding into higher
marginal costs of production which might induce a contraction in investment spending. The higher
commodity prices have also started directly feeding through to consumer prices, eroding the real value
of consumer incomes, weakening consumer optimism and Household demand. The adverse global
factors should also negatively impact Uganda’s external demand, adding to the negative fiscal impulse
as the country embark on a fiscal consolidation path starting in 2023. As such, the economic growth
projection for 2022 has been downgraded by 0.5 percentage points from the February 2022 projection. The economy is
now expected to grow in the range of 5.5% – 6.0% in 2022 and by 6.5 percent in 2023.
The recent composite indicator of economic activity data up to February 2022 is signalling a slowing
pace in economic recovery. The growth in the index gradually slowed down from the recent monthon-month peak of 1.3 percent in October 2021 to zero percent in February 2022 (Figure 9, left).
Consistent with the CIEA, Quarterly GDP released by UBOS (Figure 9, Right) show a quarter-onquarter growth of 3.1 percent in the last quarter of 2021 and a 6.0 percent in 2021 below the above
6.5 percent growth previously flagged in the February 2022 Forecast round. The Services sector
accounted for almost two thirds of the annual growth partly reflecting favourable base effects
emanating from the deep negative impact of the lockdowns on the sector in 2020. Industry
contributed about 28 percent to the growth in 2021 while agriculture posted a lacklustre performance.
In the near term, the Industry sector is likely to be squeezed by the recent adverse global developments
that are likely to significantly affect the manufacturing sector through increased cost of inputs. For
instance, the growth in the producer price index which had been slowing down from the peak of 20
percent in October as pandemic induced supply chain disruptions started easing, is now showing signs
of a reversion to an upward trend, increasing to 13 percent in March 2022 from 12 percent in February
2022. Moreover, Oil, which constitute about 10 percent of the intermediate consumption saw its prices
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dramatically increase recently in addition to several other raw materials. I addition, the increase in
prices for fertilizers and pesticides, which are critical inputs in agriculture will adversely impact the
sector, worsening its already weak performance.
Figure 9: Growth decomposition of Quarterly GDP (Right) and Monthly CIEA changes

Source: Bank of Uganda

Source: UBOS

Figure 10: Growth of Producer Price Index (%, y-o-y)

Source: UBOS

Business confidence indicators point to investor optimism following the full reopening of the
economy, although the IHS Markit Purchasing Managers' Index (PMI) points to a drop in this
optimism during March 2022. The headline PMI reading for March 2022 was 51.9 lower than the 55.7
in recorded in February 2022 (Figure 11, Left). Businesses signalled increases in output across all
sectors save for agriculture and construction and production costs increases due to higher costs for
inputs such as fuel, cement, transportation, and utilities. The BoU business tendency index on the
other hand, signalled greater investor optimism in the period increasing with the business tendence
index climbing to 57.5, 3.4 points higher than February 2022 reading (Figure 11, Right). Nonetheless,
The PMI survey targets about 200 respondents more than Business tendency survey of the BOU and
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as such the PMI would more representative. Business expressed optimism about near term business
prospects although the increasing commodity prices will most likely dent this outlook.
Figure 11: Business confidence indicators, PMI and BTI

Source: HIS Markit

Source: Bank of Uganda

The rising commodities prices have dented Consumers’ perception of the economy and its near-term
outlook. The Consumer confidence index which has stayed in the pessimistic zone over a long time
since COVID-19 impacted markedly dropped in March 2022, reversing the gains it had made since
November 2021 (Figure 12). The index dropped by 11 points to 37.9 signalling a contraction of
current and near-term Household demand.
Figure 12: Consumer confidence Index

Source: bank of Uganda
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2.3

Fiscal operations

Fiscal policy is an important stabilization tool. In the short-term, counter-cyclical fiscal expansion can help support
aggregate demand and economic activity, while fiscal contraction can help cool down an overheating economy.
Therefore, coordination of fiscal and monetary policies plays a crucial role in the overall macroeconomic management
and the attainment of sustainable economic growth.
2.3.1

Fiscal Outlook

The government is committed to a gradual fiscal consolidation path under the Extended Credit Facility
programme of the IMF. This would provide a negative impulse to aggregate demand going forward.
The fiscal deficit as a percent of GDP is projected at 7.5 percent in in 2021/22. It is projected to
narrow to 5.1 percent of GDP in 2022/23 and further drop to 3.2 percent in 2023/24.
2.3.2

Expenditure and revenue developments

Revenue shortfalls constrained fiscal operations in the eight months to February 2022. The cumulative
outturns for net tax and Non-Tax (NTR) collections in the eight months of FY2021/22 amounted to
Shs. 13,744.4 billion. Relative to the Uganda Revenue Authority (URA) targets, the cumulative
outturns for net URA tax revenue and non-tax revenue underperformed by Shs. 867.5 billion and Shs.
137.0 billion, respectively (Table 2). The deficit in net URA tax was largely attributed to the shortfalls
in indirect taxes and direct taxes which underperformed by Shs. 651.4 billion and 325.5, respectively.
On an annual basis, net tax revenue registered higher growth of 9.4 percent in the eight months of
FY2021/22 compared to the 4.5 percent in the corresponding period of the FY2020/21. Non-tax
revenue decreased by 7.7 percent in the period compared to the increment of 21.1 percent registered
in the previous year.
Table 2: Revenue performance against URA targets (billion shilling)

12040.8

12704.8

13744.4

14748.9

-1004.5

5.5

Annual
Change
2020/212021/22
(%)
8.2

11280.9

11784.6

12895.4

13762.9

-867.5

4.5

9.4

12266.8
3974.7
2717.3
425.0

12935.5
4158.5
2898.6
80.7

13930.2
4329.3
3195.4
89.8

15041.6
4654.8
3846.8
81.1

-1111.4
-325.5
-651.4
8.7

5.5
4.6
6.7
89.8

7.7
4.1
10.2
11.3

73.1

89.7

106.1

81.0

25.1

22.7

18.3

4745.1
69.8
760.0
-225.9

4864.3
93.9
920.2
-230.7

5480.9
75.7
849.0
-185.8

5503.4
50.7
986.0
-292.7

-22.5
25.0
-137.0
106.9

2.5
34.5
21.1
2.1

12.7
-19.4
-7.7
-19.5

Jul-Feb
'20
Total Net Tax & Non-Tax Revenue
Net URA Tax Revenue (excluding
refunds)
Gross Revenues
Direct Domestic Taxes
Indirect Domestic Taxes
o/w mobile money transfers
o/w Levy on mobile money
withdrawals
Taxes on International Trade
Stamp Duty and Embossing Fees
Non-Tax Revenue
Tax Refunds
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Jul-Feb
'21

Jul-Feb
'22

URA
Target
Jul-Feb'22

Feb'22
Variation
from
Target

Annual
Change
2019/202020/21

Source: Ministry of Finance Planning and Economic Development Tax Policy Department

Preliminary fiscal indicators show that total Government revenue (including grants) in the eight
months of FY2021/22 amounted to Shs. 14,128.5 billion, which was 11 percent lower than the
approved budget (Table 2). Despite the shortfall, there was a 7.5 percent growth in domestic revenue
collections when compared to the previous year while Grants amounted to Shs. 384.1 billion,
registering a shortfall of Shs. 757.2 billion.
Table 3: Fiscal operations (billion shilling)
Jul-Feb'21

Prel. JulFeb'22

Revenue and Grants
14,239.0
14,128.5
Revenue
12,783.3
13,744.4
Grants
1,455.6
384.1
Expenditure and Lending
23,667.7
20,044.8
Current expenditure
12,620.9
12,896.4
o/w Interest payments
2,760.5
3,199.9
Domestic
1,939.7
2,421.2
External
820.8
778.7
Development Expenditure
9,785.7
6,536.4
Net lending/Repayments
628.0
99.2
Domestic arrears repayment
633.2
512.8
Primary Deficit
-6,668.2
-2,716.4
Deficit (excluding grants)
-10,884.4
-6,300.4
Deficit (including grants)
-9,428.8
-5,916.3
Financing (net)
9,428.8
5,916.3
External Financing (net)
3,339.8
2,393.2
Domestic Financing (net)
5,338.2
2,066.7
Errors and Omissions
750.7
1,456.4
Source: Ministry of Finance Planning and Economic Development

Approved
Budget
Jul-Feb'21
15,890.2
14,748.9
1,141.3
23,014.1
12,007.6
2,909.8
2,252.2
657.5
10,636.0
60.6
309.9
-4,214.1
-8,265.2
-7,123.9
7,123.9
2,820.8
4,303.1
0.0

Variation

Annual Change
(%)

-1,761.7
-1,004.5
-757.2
-2,969.3
888.8
290.2
169.0
121.2
-4,099.5
38.6
202.9
1,497.7
1,964.8
1,207.6
-1,207.6
-427.6
-2,236.4

-0.8
7.5
-73.6
-15.3
2.2
15.9
24.8
-5.1
-33.2
-84.2
-19.0
-59.3
-42.1
-37.3
-37.3
-28.3
-61.3

Preliminary estimates show that government expenditure for the first eight months of the financial
year amounted to Shs. 20,044.8 billion, an underperformance of Shs. 2,969.3 billion compared to the
programmed spending mainly due to a shortfall in development expenditure (Table 3). Indeed,
development expenditure underperformed by Shs. 4,099.5 billion due to slow absorption by some
government projects. On the other hand, current expenditure and domestic arrears repayments were
Shs.888.8 billion and Shs. 202.9 billion above target, respectively. The payment of arrears was above
target due to the government's conscious effort to cushion suppliers against the adverse effects of the
pandemic on their businesses.
The developments in the fiscal operations resulted in a fiscal deficit of Shs. 5,916.3 billion, which was
much lower than programmed by Shs. 1,207.6 billion on account of underperformance in
development spending. However, the fiscal deficit decreased by 37.3 percent from Shs. 9,428.8 billion
in FY2020/21. The deficit was largely financed by external financing mainly from AfriExim Bank.
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2.3.3

Public debt stock

The provisional total public debt stock (in nominal terms) at the end of February 2022 stood at Shs.
74,434.3 billion, a 6.8 percent increase from June 2021 compared to an increase of 16.3 percent the
same period last year (Table 4). The increase between June 2021 and February 2022 was largely due
to a 12.6 percent increase in public domestic debt even though external debt continued to maintain
the dominant share of 61.5 percent of the total public debt.
In dollar terms, the provisional stock of public external debt as at the end of December 2021 stood at
US$ 12,929.3 million, which was a 3.9 percent increase from its June 2021 levels but still lower than
the 12.4 percent increase recorded over the same period last year.
Table 4:Total Public Debt Stock (Shs. Billion)
Public Debt Indicator
Total Gross Debt (Shs. Bn)
External (Shs. Bn)
Domestic (Cost, Shs. Bn)
External (US$, Mn)
Ushs/ US$ eop rate

Jun'20

Feb'21

Jun'21

57,432.6
39,184.5
18,248.1
10,504.8
3,730.1

65,772.1
42,806.2
22,965.9
11,727.5
3,650.1

69,722.4
44,271.3
25,451.1
12,447.3
3,556.7

Prov
Feb'22
74,434.3
45,779.8
28,654.5
12,929.3
3,540.8

Change Jun'
20-Feb'21(%)
16.3
10.4
29.0
12.4
-1.7

Change Jun’
21-Feb'22 (%)
6.8
3.4
12.6
3.9
-0.4

Source: Bank of Uganda

2.4

Balance of payments and exchange rates

A large current account (CA) deficit usually implies an external imbalance, which in a flexible exchange rate regime
can be corrected by a depreciation of the exchange rate. Persistent CA deficits may, however, require structural changes
in the economy to enhance domestic productivity.
2.4.1 Balance of payments
The balance of payment position for Uganda improved in the 12 months to February 2022 as capital
inflows gained momentum amidst a marginal increase in the current account deficit helped by strong
narrowing of the deficit on the services account on account of strong foreign tourism earnings and
reduction in other business services payments (Figure 13). The overall BOP surplus enabled a US$
642 million build-up in reserve assets leading to a position equivalent to 4.0 months of import cover
much higher than the 3.6 months of import cover recorded the same period in the previous year.
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Figure 13: BOP Overall balance (US$ Mns)- 12 months to February
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Source: Bank of Uganda

The financial account surplus which increased by 44 percent year-on-year largely reflecting strong
foreign direct investments inflows which surged by 51 percent, loans disbursements to government
and portfolios inflows attracted by higher yields on treasury securities.
The current account deficit on the other hand was only 3 percent wider in the 12 months to February
2022, as the expansion in the trade deficit was to a large extent offset by the narrowing of the deficit
on the services account. The trade deficit bulged by 21 percent reflecting strong growth in private
sector imports due to higher global commodity prices and the recovery in economic activity as the
economy gradually opened. Oil imports grew by 51 percent while the non-oil private sector imports
grew by 31.4 percent. Similarly, exports also grew by 49 percent supported by 49 percent growth in
coffee exports and a 26 percent growth in non-coffee exports. The annual growth in exports reflected
higher global commodities prices.
Similarly, on a quarterly basis, the current account deficit widened by 11 percent quarter-on-quarter in
the quarter to February 2022 on account of the widening trade deficit which expanded by 7 percent.
Both exports and imports grew by 6.6 percent, but the scale effects on imports resulted in widening
of trade deficit (Figure 14, Left). The expansion of the trade deficit largely reflects the growth in oil
and non-oil private sector imports that grew by 14.2 percent and 9.5 percent, respectively. The
component of the private sector imports used in production grew stronger reflecting pickup in
economic activity following the full reopening of the economy in January 2022 and partly due to the
skyrocketing global energy and some non-energy prices. In addition, the income deficit widened due
to high interest payments on public external debt while transfer surplus narrowed due to lower budget
support grant inflows.
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As financial inflows were more than enough to offset the current account deficit, a balance of payment
surplus to the tune of US$ 16 million was recorded in the three months to February 2022, in contrast
to an overall deficit of US$ 227 million recorded in the quarter just before. The financial account
surplus widened more than three folds in the three months to February 2022 percent reflecting a 51.2
percent increase in Foreign Direct Investments (FDI) inflows, loan disbursements to government,
and Commercial bank drawdown on their foreign currency deposits assets (Figure 14, right). The
increase in the FDI could be partly due to investors’ confidence boasted by the signing of the Final
Investment Decision (FID) in February 2022.
Figure 14: BOP Quarterly Developments (US$ Mns, current account , on the left)

Source: Bank of Uganda

In the short term, the current account deficit is expected to widen on account of increasing trade
deficit as energy and non-energy commodity prices elevation takes its toll on the economy yet the
prices of some key exports from Uganda show signs of moderating. In addition, Public debt interest
payments are expected to weigh down on the current account going forward. In the medium term,
the current account deficit is projected at 8 percent of GDP in FY 2022/23, narrowing to 7 percent
by FY2024/25 and 5 percent in FY25/2026. The wider current account deficit is premised on the
trade deficit which is expected to widen in FY 2022/23 on account of oil sector projects related
imports before gradually improving in FY 2025/26 as oil revenues start to flow. On a positive note, a
sizeable portion of the Imports into the oils sector will be FDI financed. As such, the financial account
surplus is anticipated to widen through to FY 2024/25. Moreover, higher project aid inflows are
expected on account of new and existing public sector projects expected in the near term. However,
portfolio inflows are likely to revert to historical trends in net terms as monetary policies in advanced
economies becomes more hawkish.
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2.4.2

Exchange rates

The Uganda shilling, like many other currencies, experienced significant depreciation pressures in early
March of 2022 over bearish sentiments on the Ukraine-Russia war and related sanctions on Russia.
Consequently, the unit lost 2.1% percent against the US Dollar, temporary halting its appreciation
trend observed over the last two years or so. None the less, the shilling remains strong and gained 3.5
percent year-on-year and 0.5 percent quarter-on-quarter against the US dollar in the first quarter of
2022 (Figure 15). The strength of the shilling is consistent with Balance of payments developments
which exhibit strong financial inflows inform of FDI and loans to government. Moreover, the returns
on Uganda Treasury Bonds and Bills are high in real terms compared to those of many countries and
this has attracted portfolio inflows into domestic Debt market. In addition, current account inflows
to NGOs, from foreign tourists and personal transfers from abroad have also supported the exchange
rate.
The currencies of the East African Community (EAC) member states depreciated against the US
dollar in March 2022. The Kenya Shilling, Tanzanian Shilling and Rwanda Franc depreciated by 0.4
percent, 0.3 percent, and 0.29 percent, respectively.
Figure 15: Exchange rate in selected EAC countries (Index, 2019M12=100)

Source: Bank of Uganda

In real effective terms, the shilling remains broadly appreciated since 2018 and gained 1.4 percent yearon-year and 0.12 percent quarter-on-quarter reflecting the strong nominal appreciation of the shilling.
The exchange rate developments are presented in Figure 16. Indeed, the shilling is estimated to be
overvalued in the range of 3-5 percent.
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Figure 16: Change in the Real Effective Exchange Rate (%, y-o-y)
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Domestic inflation is driven by both domestic and external factors. A careful assessment of the evolution and outlook
of domestic is therefore critical for the design of appropriate monetary policy strategy, which in Uganda, is formulated
to deliver a medium-term core inflation target of 5 percent and to ensure that output is not only as close to potential
as possible, but also consistent with the inflation objective.
2.5 Domestic Inflation Developments and outlook
Inflation has remained benign and below the medium-term target of 5 percent for the last five years.
It has however gradually and moderately inched up since October 2021 and is expected to pick up
more momentum, reflecting the recent adverse exogenous supply side factors. These factors, which
are beyond the direct influence of monetary policy include geopolitical tensions which have intensified
with the raging Ukraine-Russia war that has sent energy, non-energy, and food commodities prices
through the roof, the COVID-19 global supply chain disruptions that has persisted and caused
elevation of prices of commodities and the drought in Latin America partly causing escalation of global
food prices. On the domestic side, COVID-19 related measures and the related effects prompted
education institutions to increase fees to cushion their balance sheets.
In view the above developments, headline and core inflation rose to 3.7 percent and 3.6 percent in
March 2022 year-on-year from 3.2 percent and 3.1 percent, respectively, in February 2022. Non-core
inflation also rose to 4.8 percent from 3.5 percent over the same period, reflecting the rise in prices of
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petrol, diesel, and gas (Figure 17). Indeed, Electricity, Fuels and Utilities (EFU) inflation rose to 8.5
percent from 7.0 percent during the period. Similarly, food crops & related items inflation rose to 1.9
percent in March 2022 from 0.7 percent in January 2022, driven by increases in the prices of
vegetables, tubers, plantains, and pulses.
Figure 17: Domestic inflation
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During the two months to March 2022, prices of selected basic commodities have been rising.
However, these price increases have not significantly affected inflation as the items whose prices have
significantly increased have relatively low weights in the consumption basket, and the price increases
have been offset by major declines in prices of other commodities.
The gradual rise in inflation amidst the steep rises in the prices of some essential commodities over
the last six months has created a puzzle amongst consumers. Commodities such as soap, cooking oil,
fuel and school fees have registered price increases in the range of 15 to 43 percent between October
and March 2022 and indeed contributed significantly to the rise in inflation where the weight of the
commodity in question has a reasonable weight in the CPI basket (Figure 18, Left). The surge in
prices of soap and oil reflect rises in prices of imported raw materials used in their manufacture due
to restrictions in Indonesia and Malaysia on the export of the said raw materials. However, the positive
push to inflation arising from these essential commodities prices have been dampened by price
reductions in the range of 10 to 40 percent for commodities such as Internet data and transport (see
Figure 18, Right). Price for data has been reducing over time due to competition in the sector while
transport fares have enjoyed favourable base effects following the removal of COVID-19 restrictions
on capacity utilisation by locomotives. In an environment of sluggish demand, producer prices
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increase may not be fully passed onto consumers and the strong shilling observed over time has also
helped to cushion against the elevated foreign imported inflation.
Figure 18: Selected Items’ Price Changes during Nov’21-Mar’22 and their Contribution to inflation (%)

Source: Uganda Bureau of Statistics ad staff calculation

2.5.2 Inflation outlook
The inflation forecast is based on several assumptions, both external and domestic to Uganda. On the
external front, global economic growth is now expected to be 1 percentage point lower than the 5.0
percent announced in February 2022, dragged down by intensified geopolitical tensions and global
supply chain disruptions. Relatedly, foreign inflationary pressures and global commodity prices have
increased significantly, with a spike observed in food, energy, and vegetable oil products and fertilizers.
Indeed, crude oil prices have now reached a 9-year high driven by a supply-demand mismatch and are
expected to stay above US$100 per barrel until the end of 2022 as the Organisation of the Petroleum
Exporting Countries (OPEC+) remains unwilling to increase production. Similarly, food prices are
expected to increase by an additional 30 percent above their current all-time high, as both Russia and
Ukraine are important commodity producers. In a bid to curb inflationary pressures, Advanced
Economies are now expected to adopt less accommodative monetary policy stances. Domestically,
growth is now expected to be between 5.5 and 6.0 percent, lower than was previously projected at the
back of developments in the global economic environment.
Factoring in all the above has resulted in an upward revision of the inflation outlook. Our projections
now indicate that annual headline and core inflation will average 5.2 percent and 4.7 percent in 2022,
up from respective rates of 4.5 percent and 3.9 percent that were projected in February 2022 (Figure
19). However, inflation expectations remain contained as the recent price increases are yet to become
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widespread, even though inflation is forecast to rise slightly above the 5 percent target in the mediumterm.
Figure 19: Baseline inflation forecast

Source: Bank of Uganda

There are considerable uncertainties surrounding this outlook, but the balance of risks remains tilted
to the upside. Inflation could increase to levels higher than forecast due to higher global energy and
non-energy commodity prices due to a worsening of the Russia-Ukraine conflict. Increased
uncertainty in the financial markets and tightening of monetary conditions in Advanced Economies
(AEs) could also lead to portfolio reversal and or stop in Uganda, thereby weakening the shilling.
Further disruptions to global supply chains resulting from sanctions instituted to end the RussiaUkraine conflict and zero tolerance to the pandemic in China could further push up prices. However,
moderated domestic demand due to higher energy and commodity prices as well as a good crop
harvest could result in subdued inflation.
Considering the above risks to the forecasts, two alternative scenarios were constructed. The first
alternative scenario assumes that global commodity and energy prices are higher than in the baseline
forecast due to a worsening of the Russia-Ukraine. In this scenario, on average, core inflation would
be 0.3 percentage points and 0.7 percentage points higher than the baseline in 2022 and 2023 (Figure
20).
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Figure 20: Alternative scenario with higher commodity prices

Source: Bank of Uganda

The second alternative scenario assumes lower economic growth relative to the baseline forecast,
negatively affected by lingering supply chain disruptions, higher inflationary pressures, and new waves
of coronavirus infections. In this scenario, core inflation is on average 0.2 percentage points and 0.7
percentage points lower than the baseline in 2022 and 2023, respectively (Figure 21).
Figure 21: Alternative scenario with lower global economic growth

Source: Bank of Uganda
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3

MONETARY POLICY DECISION

Monetary policy affects the real economy and prices with a considerable lag. A critical assessment of the future
trajectory of economic activity and inflation relative to their potential levels and targets is thus crucial to determine an
appropriate forward-looking monetary policy strategy.
The Ugandan economy is estimated to have grown by about 6 percent in 2021 partly due to favourable
base effects due to the impact of the pandemic that saw the economy contract by 1.5 percent in 2020.
In 2022, the growth momentum could slow down as adverse global factors envisaged during the
previous Monetary Policy committee meeting have intensified and could offset any recovery gains so
far following the full reopening of the economy. Therefore, real GDP growth is projected in the range
of 5.5-6.0 percent, 0.5 percentage points revision from the February 2022 projection. Going forwards,
the spike in global geopolitical tensions and supply chain disruptions are likely to hinder the stability
and growth of the economy. In the medium term, the government's investment in infrastructure and
private sector activity in the oil sector are expected to enhance the productive capacity and, together
with increased social spending and a recovery in tourism, bringing annual growth to above 7 percent.
Although Core inflation is projected to slightly overshoot the 5 percent target, and average 4.7 percent
in 2022 which is a 0.8 percentage points upgrade from the February 2022 projection, the major
responsible factors for the upward revision of the forecast and the associated assessment of risks to
inflation to be tilted to the upside, are exogenous and supply in nature which in addition to increasing
prices, lower the welfare of citizen in terms lower output. In addition, countries that have invoked
hawkish monetary policies are already facing high inflation significantly beyond their targets and or
their interest are rates are moving from near zero. As such the increased uncertainty in the financial
markets and tightening of monetary conditions in Advanced Economies (AEs) could also lead to
limited portfolio outflows from Uganda, thereby causing a limited weakening of the shilling.
Consequently, the Monetary Policy Committee (MPC) assessed that inflation expectations remain
contained, and the ongoing economic recovery still requires monetary policy support. Thus, based on
the current economic conditions, the outlook and balance of risks, the MPC decided that keeping the
CBR unchanged at 6.5 percent as more data filters in would be consistent with meeting the inflation
target of 5 percent the medium term while supporting economic growth recovery. The band on the
CBR is also maintained at +/-2 percentage points and the margins on the CBR for the rediscount rate
and bank rate have also been kept unchanged at 3 and 4 percentage points, respectively. Consequently,
the rediscount rate and the bank rate have been maintained at 9.5 percent and 10.5 percent,
respectively.
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