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EXECUTIVE SUMMARY 
The BOU assessed that inflationary pressures are fading and the outlook to inflation was relatively 
favourable compared to what was envisaged at the October 2022 Monetary Policy Committee (MPC) 
meeting. Nonetheless, significant uncertainty existing around the outlook, the MPC decided to 
maintain the CBR at 10 percent and the band on the CBR at +/- 2 percentage points. 

The global economy is experiencing a broad-based and a sharper-than-expected slowdown amidst 
lingering fears of a recession reflecting hawkish monetary policies in advanced economies, higher costs 
of energy, lingering impact of the pandemic, less favorable external conditions, and a negative shift in 
the commodity terms of trade. Global growth is forecast to slow from 6.0 percent in 2021 to 3.2 
percent in 2022 and further to 2.7 percent in 2023. 

The unusually high global consumer price inflation is forecast to gradually ease in 2023 and 2024 
benefiting from the easing international energy, non-energy and food prices, the constrained global 
demand and easing global supply chain constraints. The main risks to the global inflation outlook 
include possible shocks to food and energy prices, the continued Russia-Ukraine conflict and 
constraints to the labour market conditions occasion by low participation rates due the effects of 
Covid-19 pandemic. 

Meanwhile global commodities prices though still at elevated levels, continue to ease after peaking 
between April and August 2022 owing to actual and expected easing in global demand and easing of 
supply constraints globally and specifically at the black sea.  

Following aggressive central bank actions and communications to tame persistent inflationary 
pressures, global financial conditions remain tight and volatile with the US dollar strengthening 
significantly and sovereign bond yields rising. As consequence, the financing costs for emerging 
market and developing economies that are already generally facing real rates higher than those in 
advanced economies are steepening.  

Domestically, signs are clear that inflation is losing momentum. Behind the abating inflationary 
pressures lies the diminishing effects of the supply disturbances such as global supply chain disruptions 
and war induced elevation of global energy and non-energy commodities which have since embarked 
on an easing path. Indeed, annual headline and core inflation respectively edged down to 10.6 percent 
and 8.8 percent in November 2022 from 10.7 percent and 8.9 percent in October 2022, driven down 
by a continued fall of inflation for the Electricity, Fuel and Utilities (EFU) and drop of services 
inflation. The main source of inflationary pressures remains the lagged impact of the drought that is 
still putting upward pressure on food prices, although this is perceived to be temporary and should 
dissipate with the full onboarding of harvests of the current season. 

The December 2022 inflation outlook is 2 percentage points lower than predictions in October 2022 
due to the dissipating impact of the earlier upsurge in global energy and non-energy prices leading to 
lower imported inflation, subdued aggregate demand owing to the impact of current domestic 
monetary and fiscal stances and tight global financial conditions and below-expected exchange rate 
depreciation. Inflation is now expected to peak in the last quarter of 2022, average between 6-8 percent 
in 2023 and is forecast to converge back to the 5 percent medium term target by the end 2023.  



v | P a g e  
 
 

Although the economy remains resilient to a myriad of adverse shocks, growth in economic activity 
has slackened as signalled by the Composite Index of Economic Activity. High frequency indicators 
show the slowdown is synchronized across sectors although much pronounced in the agricultural 
sector which have stocked negative growth rates for two consecutive quarters due to the drought that 
has ravaged the country. In addition, businesses continue to be positive about the economy although 
the level of optimism is on average is trending downwards while consumers continue to be pessimistic 
about the present and expected economic situation in the near term.  

Real GDP growth is now forecast in the range of 5-5.3 percent for FY 2022/23 driven by the 
investments in the Oil sector which has seen recent upsurge in Foreign Direct Investments and 
economic activity. Growth could be lower than projected should the Ebola epidemic worsen, 
implementation of oil-related projects be delayed, financial conditions and fiscal policy get much 
tighter or a global recession materializes.  

Interest rates stayed on an upward trajectory in the quarter to November 2022 reflecting the tight 
liquidity conditions. Treasury yields also rose in both the primary and secondary market on account 
of tightening of the financial conditions, although primary market yields somewhat flattened at the 
long end due to government preference to avoid locking in high interest rates for longer periods. As 
result, lending rates also trended upwards constraining the already weak private sector credit growth.  

Reflecting tightening financial conditions in part, and the need to support the disinflation objective of 
monetary policy, fiscal operations continued to be less expansionary than programmed. With 
exception of interest payments which overshot the budget due to tighter financing conditions, 
government expenditure was lower than programmed despite the growth and above target 
performance in domestic revenue collections. The cumulative outturns for net tax and Non-Tax 
(NTR) collections were above their target mainly due to overperformance in taxes on international 
trade, largely because of the overperformance of import duty and VAT on imports. 

The ratio of total interest payments to domestic revenues was above ¼ in the first four months of the 
fiscal year, underscoring the pressure interest payments continue to exert on the domestic revenues. 
Although most debt risk indicators were within the 2018 PDMF thresholds, Domestic debt interest 
payments continued to be in breach, reflecting liquidity pressures on the domestic revenues to finance 
the domestic debt liabilities at the expense of other priority budgetary items. The stock of total public 
debt was estimated at 49 percent GDP and external debt component continue dominated at about 
over 60 percent. 

Uganda’s external position weakened in the 12 months to October 2022, reflecting adverse spill overs 
associated with the Russia-Ukraine conflict especially on the commodities terms of trade which 
exerted pressure on the trade balance, keeping the current account on the deteriorating path. The 
financial account surplus recorded a steep contraction due to a surge in outflow of short-term capital 
and shrinkage of loan disbursements to government amid increased external debt service.  

The Uganda Shilling remained relatively stable against the dollar and strengthened in November 2022 
supported by tight financial conditions, inflows from offshores, seasonal inflows from remittances, 
coffee receipts and NGOs. The shilling appreciated by 1.6 percent in November 2022, though was 
5.9 percent weaker compared to the same period last year.
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1. GLOBAL DEVELOPMENTS AND OUTLOOK 

1.1 Global economic activity 

The global economy is experiencing a broad-based and a sharper-than-expected slowdown reflecting 
the normalization of monetary and fiscal policies cooling demand as policymakers across regions aim 
to lower inflation back to targets, the impact of the war in Ukraine, and the lingering impact of the 
COVID-19. The outlook has progressively deteriorated reflecting the global cost of living crisis 
stemming from the effects of high inflation on real disposable income and hawkish central bank 
monetary policies, putting the global economy on a brink of a recession.  

According to the IMF, global growth is forecast to further slacken from 6.0 percent in 2021 to 3.2 
percent in 2022 and further down to 2.7 percent in 2023. The 2023 forecast reflects a 0.2 percentage 
points downgrade from the July 2022 projection, as most economies are set to undergo significant 
slowdown (Table 1). This outlook is significantly weaker than projected in the April 2022 WEO and 
is a downward revision of 0.9 percentage points reflecting the materialization of downside risks 
highlighted in the April 2022 WEO and July 2022 WEO Updates. 

Reflecting major slowdown in the US economy and Euro area, growth in advanced economies is 
projected to slowdown from 5.2 percent in 2021 to 2.4 percent in 2022 and 1.1 percent in 2023, revised 
down by 0.1 percentage point for 2022 and 0.3 percentage point for 2023 when compared to the July 
WEO Update. Growth in emerging market and developing economies is expected to decline to 3.7 
percent in 2022 and 2023 driven by major economic slowdowns in China due extended covid-19 lock 
down and India due to tight global and domestic financial conditions. In sub-Saharan Africa the 
growth outlook is slightly weaker than predicted in July, with a decline from 4.7 percent in 2021 to 3.6 
percent and 3.7 percent in 2022 and 2023 which are downgrades of 0.2 and 0.3 percentage points, 
respectively. The lower growth for sub-Saharan Africa reflects lower trading partner growth, tighter 
financial and monetary conditions abroad, and a negative shift in the commodity terms of trade.  

Table 1: Global economic growth projections 

  Actual Projections 
Difference from July 
2022 WEO Update 

Difference from 
April 

2022 WEO 
  2021 2022 2023 2022 2023 2022 2023 

World Output 6.0 3.2 2.7 0.0 -0.2 -0.4 -0.9 
Advanced Economies 5.2 2.4 1.1 -0.1 -0.3 -0.9 -1.3 
United States 5.7 1.6 1 -0.7 0 -2.1 -1.3 
Euro Area 5.2 3.1 0.5 0.5 -0.7 0.3 -1.8 
United Kingdom 7.4 3.6 0.3 0.4 -0.2 -0.1 -0.9 
EMDEs 6.6 3.7 3.7 0.1 -0.2 -0.1 -0.7 
China 8.1 3.2 4.4 -0.1 -0.2 -1.2 -0.7 
India 8.7 6.8 6.1 -0.6 0 -1.4 -0.8 
Russia 4.7 -3.4 -2.3 2.6 1.2 5.1 0.0 
Sub-Saharan Africa 4.7 3.6 3.7 -0.2 -0.3 -0.2 -0.3 
South Africa 4.9 2.1 1.1 -0.2 -0.3 0.2 -0.3 

   Source: IMF, October 2022 WEO 
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1.2 Global inflation 

Inflation has risen much faster and remained persistent at multidecade highs above expectation in 
many economies reflecting the pass-through from global energy and food prices, strong demand that 
ensued from the easing of COVID-19 restrictions amid supply chain constraints, and tight labor 
markets especially in advanced economies. Global headline consumer price inflation is forecast to rise 
from 4.7 percent in 2021 to 8.8 percent in 2022 and is expected to gradually ease to 6.5 percent in 
2023 and 4.1 percent in 2024 (Figure 1). Although forecasts for most economies have been revised 
upwards since July, upward inflation revision is especially large for advanced economies, where 
inflation is expected to rise from 3.1 percent in 2021 to 7.2 percent in 2022 before declining to 4.4 
percent by 2023. Advanced economies have seen an upward revision in headline inflation of 0.6 
percentage points and 1.1 percentage points in 2022 and 2023, respectively from July 2022 projection 
round, driven by the surprisingly and persistently high inflation in the US and Europe. The disinflation 
process expected in 2023 is most pronounced in advanced economies, thanks to the greater credibility 
of monetary frameworks enjoyed by these economies.  

In emerging market and developing economies, inflation is expected to rise from 5.9 percent in 2021 
to 9.9 percent in 2022, before declining to 8.1 percent in 2023 while inflation in sub-Saharan Africa is 
forecast to rise from 11.1 percent in 2021 to 14.4 percent in 2022, before declining to 11.9 percent in 
2023. Additionally, the persistently high commodity prices, which have been the main cause of the 
inflationary pressures, embarked on a path to easing of recent with futures prices particularly of energy 
and food, falling.  

Although the pace of monetary policy tightening has accelerated sharply as central banks around the 
world are now laser-focused on restoring price stability, risks to the inflation outlook remain. On the 
upside, they include possible shocks to food and energy prices, escalation of the Russia-Ukraine 
conflict which could re-igniting the upsurge of energy and food prices, further tightening of the labor 
market conditions in economies where conditions are already tight, de-anchoring of inflation 
expectations should monetary policy tightening be inadequate and threats to housing prices. On, the 
downside, further than adequate tightening of monetary policies across economies to curb the 
inflationary pressures could trigger a global recession and thus a rapid fall in inflation than assumed in 
the baseline.  

Figure 1: Global headline consumer price inflation and projections 

 
Source: IMF, October 2022 WEO 
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1.3 International commodity prices 

Global commodity prices though still elevated, continued to decline after peaking towards the end of 
the first half of 2022 owing to actual and expected easing in global demand pressures (Figure 2). 
Energy prices declined by 6.2 percent in the three months to October 2022 driven by pronounced 
easing in the average international crude oil price which edged down by 17.3 percent in the period. 
The fall in Energy prices would be even larger had it not been undermined by the 47.4 percent increase 
in the price of natural gas in Europe.  Similarly, non-energy prices declined by 8.7 percent over the 
same period, as food, and metal & minerals prices continued to wane now for the sixth month in a 
row.   In the three months to October food, metals & minerals prices declined by 8.6 and 12 percent, 
respectively. In addition, fertilizer prices continued to decline although at a diminishing momentum 
due to the easing supply disruptions at the black sea. Coffee prices have remained relatively stable with 
Arabic and Robusta coffee standing at about US$5.7 and US$2.3 per kilogram, 13.6 and 6.2 percent 
higher than the level a year ago. 

Figure 2: Selected international commodity prices (Indices, 2020=100) 

 
Source: World Bank  

1.4 Global financial markets 

Global financial conditions have tightened sharply following aggressive central bank actions to tame 
persistently high inflationary pressures. Tighter global financial conditions and fears of global 
recession triggered excessive volatility in international financial markets resulting into negative 
consequences for emerging market and developing economies in form of surges in capital outflows. 
Indeed, higher US interest rates and the strong dollar are raising the financing costs for emerging 
market and developing economies, which are already generally facing real rates that are higher than 
those in advanced economies, in addition to making dollar-invoiced imported goods more expensive 
and boosting inflation. Thus far, the US dollar appreciation has been mainly driven by fundamental 
forces, such as the tightening of monetary policy in the United States and the energy crisis. However, 
the expected slowdown in the pace of tightening in monetary policy as announced by the Fed 
prompted the easing of the US dollar in November 2022 and edging down of ten-year yields on 
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treasuries in advanced economies although they remain substantially higher compared to the yields 
obtained before the current monetary policy tightening cycle (Figure 3). 

Figure 3: U.S Fed dollar index (left) and ten-year bond yields 

Source: Thomson Refinitiv 
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2. DOMESTIC DEVELOPMENTS AND OUTLOOK 

2.1 Domestic financial markets 
Money market rates maintained an upward trajectory in consistency with the monetary policy stance 
(Figure 4). Owing to liquidity tightness, interbank rates trended at the 12 percent upper band of the 
CBR, with the seven-day and overnight averaging 11.5 percent and 10.4 percent in the three-months 
to November 2022 compared to 9.5 percent and 9.0 percent, respectively in the three-months to 
August 2022. To cope with the tight liquidity conditions, commercial banks stepped up their funding 
from the standing lending facility (SLF) to a tune of Ushs. 17.42 trillion in the three, which is quite 
substantial relative to the Ushs. 4.5 trillion in the three-months to August 2022. 

Figure 4: Money market rates and central bank rates 

 

Source: Bank of Uganda  

2.1.1 Primary and secondary market for treasury securities 
In the government securities market, primary market yields rose at the short end of the yield curve 
and somewhat flattened at the long end owing to the tight funding conditions and government 
preference to issue short-dated securities to avoid locking-in high interest rates for a longer period. In 
the three-months to November 2022, yields on the 91-day, 182-day, 364-day T-bills rose by between 
320 to 440 basis point to 11.1 percent, 13.1 percent, and 15.0 percent, respectively with highest 
increase observed for the 364-day tenor. On the long end, the yield curve flattened at the 15-year tenor 
and somewhat inverted at the 20-year. The inversion at the 20-year was a result of an overwhelming 
oversubscription during the latest auctions as most investors desired to lock-in high interest rates and 
priced in the government intentions to substitute a substantial amount of domestic financing for 
external commercial loans. 

Similarly, the secondary market yield curve shifted upwards and steepened at the short end reflecting 
the tight financial conditions and dynamics in the primary market. In the three-months to November 
2022, treasury bill yields sharply rose, especially for the 364-day tenor, with increases ranging between 
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3.2 to 5.4 percentage points relative to the quarter to July 2022 (Figure 5). Similarly, treasury bond 
yields also increased across the spectrum with increases ranging between 140 to 330 basis points.   

Figure 5: Secondary market annualized yields on T-bills and T-bonds 

Source: Bank of Uganda 

 

2.1.2 Lending interest rates 
Lending rates have exhibited upward trends as commercial banks raised their prime lending rates by 
one percentage point on average because of the increase in the CBR. The shilling lending rate rose to 
18.4 percent in October 2022 from 18.2 percent in September 2022. Notable increases of the shilling 
rates were observed across Agriculture, Manufacturing, Trade, and Personal/Household loans 
(Figure 6).  

Figure 6: Weighted average lending rates for selected sectors (percent) 
  

Source: Bank of Uganda 
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2.1.3 Credit to the private sector 
Private Sector Credit (PSC) growth remains weak and below historical trends owing to weak aggregate 
demand in the economy and the recent tightening of monetary policy (Figure 7, left). Total PSC 
growth fell to 10.5 percent year-on-year in the three months to October 2022, down from 10.8 percent 
in the three months to July 2022.  Excluding the exchange rate changes and capitalized interest, PSC 
grew at 8.2 percent in the three months to October 2022 from 8.6 percent in the three months to July 
2022. Over the same period, the growth in the Shilling loans increased to 12.2 percent from 9.6 
percent, while the growth in foreign currency loans declined to 6.3 percent down from 13.8 percent 
in the three months to July 2022.  

Loan approval rate increased in the three months to October 2022 to 59.8 percent from 50.4 percent 
observed in the three months to July 2022 (Figure 7, right). The approval rates were higher in the 
agriculture (66.5 percent), and mortgage sectors (62.2 percent) and lowest in the household loans (6.6 
percent). The low approval rate in household loans may be attributed to the perceived high risks in 
the sector as most of the loan applications are micro loans with limited collateral.  

Figure 7: Growth in private sector credit (left) and loans applications (Shs. billion) 

 
Source: Bank of Uganda 

 

Credit growth remains constrained in most sectors notably, agriculture, mortgage, and business 
services (Figure 8). Indeed, credit growth was negative for the electricity and water, averaging minus 
12.0 percent, and mining sectors at minus 15.2 percent in the three months to October 2022.  

Figure 8: Year-on-year growth in private sector credit-3-month moving-average (% shares in brackets)    

 
Source: Bank of Uganda 
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2.2 Domestic economic activity 
Uganda’s post pandemic recovery has been disrupted by several shocks. The economy continues to 
suffer from adverse spillovers from the Russia-Ukraine war-induced high global commodity prices, 
tight global and domestic financial conditions, and adverse weather conditions in the country.  The 
effects of the high and persistent inflation and the Bank of Uganda’s action to bring down the high 
inflation through tightening the domestic financial conditions have inevitably affected consumer and 
business demand and exerted damaging effects on business and consumer confidence. In addition, 
the slow global growth, especially for sub-Saharan African economies, which are the main destinations 
for Uganda’s exports has negatively affected external demand.  

Consequently, domestic economic growth has weakened since the three months to January 2022. The 
Composite Index of Economic Activity (CIEA), which is a high frequency measure of activity grew 
by 1.0 percent in the three months to October 2022 from the 1.3 percent in the three months to July 
2022. These growth rates are remarkably lower than the 2.2 observed in the three months to January 
2022 (Figure 9, left). The year-on-year monthly growth in the CIEA averaged 4.4 percent in the 
twelve months to October 2022, a big deceleration from the 5.9 percent in the similar period the 
previous year.  

The slowdown is synchronized across sectors although much pronounced in the agricultural sector 
which have recorded negative growth rates for two consecutive quarters (Figure 9, Right) due to the 
drought that has ravaged the country. The index of agricultural production compiled by the Bank of 
Uganda indicates that the contraction in agricultural activity was even larger at 1 percent in the three 
months to October following a contraction of 0.7 percent in the three months to July 2022. The 
industrial sector activity grew marginally at 1.3 percent during the three months to October relative to 
the 0.9 percent observed in the three months to July 2022. The service sector growth at 0.8 percent in 
the two recent quarters is particularly slower relative to average growth observed after the full 
reopening of the economy. Generally, the shocks that have hit the economy after the full reopening 
from COVID-19 restrictions have abruptly disrupted the recovery path as the observed growth rates 
in all sectors remain significantly below the pre-pandemic average growth. 

Figure 9: Composite Indices of Economic Activity (quarter-on-quarter, seasonally adjusted) 

 
Source: Bank of Uganda  
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Businesses continue to be positive about the economy although the level of optimism is, on average, 
trending downwards since the recent peak in June 2022 as shown in (Figure 10, Left).  The Business 
Tendency Index (BTI) reading for November 2022 came in lower at 50.6, marginally above the 50-
percent breakeven point and 7.8 points lower than the recent peak.  Similarly, Purchasing Managers 
Index (PMI) reading stood at 50.9, marginally above the breakeven point, but below the 55.7 points 
recorded after the full reopening of the economy.  The business sentiments are negative in the 
agriculture, trade, and construction sectors.  

Similarly, consumers views about the economy have been increasingly negative since the end of last 
year (Figure 10, Right) and this confirm the difficult situation the high commodity prices and 
inflation are imposing on households.  The negative sentiments largely reflect the difficult job situation 
and the erosion of the real value of the disposable incomes of consumers by the high inflation. 
Consumers continue to be pessimistic about the present and expected economic situation in the next 
three months.  

Despite the recent slackening in activity, the economy broadly remains resilient. The real GDP growth 
is projected in the range of 5.0-5.3 percent in FY 2022/23, up from 4.7 percent in FY 2021/22.  This 
projection is, however, lower than the October 2022 projection of 5.0-5.5 percent, reflecting effects 
of the high and persistent inflation on real incomes, the Bank of Uganda’s action to bring down the 
high inflation by tightening the domestic financial conditions, fiscal consolidation by the government, 
damaging business and consumer confidence, the slow global growth is likely to affect external 
demand and the effects of bad weather conditions. In the outer years, economic growth is expected 
to recover, but remain under its long-run growth rates; the recovery expected to be driven by the 
investments in the oil sector, which has seen recent upsurge in Foreign Direct Investments inflows, a 
rebound in agricultural production and productivity owning to the government’s interventions.  There 
are, however, substantial risks to the growth outlook, which are assessed to be tilted to the downside, 
including a resurgence in Ebola outbreak, delayed implementation of the oil-related projects, tighter 
than expected financial conditions coupled with fiscal consolidation, and the materialization of a global 
recession.  

Figure 10: Indicators of business and consumer (Right) confidence 
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2.3 Fiscal operations 
 

2.3.1 Expenditure and revenue developments 
In the four months of FY22/23, fiscal operations were less expansionary than programmed reflecting 
in part tightening financial conditions and the need to support the disinflation objective of monetary 
policy. In this regard, total government expenditure was 13 percent lower than programmed largely 
due to a 39.5 percent underperformance in development expenditure (Table 3). Excluding interest 
payment on domestic debt which overshoot the programmed amount by 28 percent due to tighter 
financial conditions increasing the cost of debt service, recurrent spending was also below programme. 
Although there was an 18.6 percent growth in domestic revenue collections when compared to the 
previous year, government revenue (including grants) amounted to Shs.7,658.1 billion, which was 2.8 
percent below the budget target reflecting underperformance of grants revenues. Grants amounted to 
Shs.482.1 billion, registering a shortfall of Shs.354.5 billion. The resultant fiscal deficit amounted to 
Shs.3,406.9 billion and much lower than the programmed deficit by shs.1,380.7 billion.  

Table 2: Fiscal operations (billion shilling) 

       Jul-Oct’21 Jul-Oct’22 
Budget (Jul-

Oct’22) 
Variation 

Annual change 
(%) 

Revenue & Grants 6,688.9 7,658.1 7,875.8 -217.7 14.5 
    Revenue 6,049.4 7,176.0 7,039.2 136.8 18.6 
    Grants 639.5 482.1 836.6 -354.5 -24.6 
Expenditure & Lending 12,029.6 11,065.0 12,663.4 -1,598.4 -8.0 
    Current Expenditure 7.34.3 7,435.3 7,305.2 130.1 5.7 

o/w Interest payments 1,603.0 1,797.1 1,403.4 393.7 12.1 
Domestic 1,349.8 1,361.3 967.6 393.7 0.9 
External 253.3 435.8 435.8 0.0 72.1 

    Development Expenditure 4,555.6 2,979.2 4,921.1 -1,941.8 -34.6 
    Net lending/repayments 45.4 58.7 54.9 3.8 29.3 
    Domestic arrears repayment 394.3 591.9 382.3 209.5 50.1 
Primary Deficit  -3,737.6 -1,609.9 -3,384.3 1,774.4 -56.9 
Deficit (excluding grants) -5,980.2 -3,889.0 -5,624.3 1,735.3 -35.0 
Deficit (including grants) -5,340.7 -3,406.9 -4,787.7 1,380.7 -36.2 
Financing (net) 5,340.7 3,406.9 4,787.7 -1,380.7 -36.2 
    External Financing (net) 2,412.7 140.7 933.7 -793.0 -94.2 
    Domestic Financing (net) 796.0 1,622.4 3,854.0 -2,231.6 103.8 
Errors & Omissions 2,132.0 1,643.8 -     

Source: Ministry of Finance Planning and Economic Development 

Relative to the Uganda Revenue Authority (URA) targets, the cumulative outturns for net tax and 
Non-Tax (NTR) collections for the four months of FY22/23 amounted to Shs.7,182.1 billion which 
is 2 percent above the target bolstered by overperformance in taxes on international trade and Pay As 
You Earn (Table 4). Net URA tax revenue amounted to Shs.6,689.4 billion and NTR amounted to 
Shs.492.7 billion, corresponding to an over performance of Shs.100.6 and Shs.42.3 billion, 
respectively. Indirect taxes underperformed by Shs.78.9 billion largely due to a Shs.46.5 billion 
shortfall on VAT while international trade taxes were above target by Shs.113.8 billion largely because 
of the overperformance of import duty and VAT on imports. The overperformance in international 
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trade taxes partly reflects the exchange rate depreciation during the period and the still high 
international commodity prices. 

Table 3: Revenue performance (billion shilling) 

  
Jul-

Oct’20 
Jul-

Oct’21 
Jul-

Oct’22 

URA 
Target 

Jul-Oct’22 

Jul-
Oct’22 

Variation 
from 

Target 

Annual 
change 

2020/21 - 
2019/20 

(%) 

Annual 
change 

2021/22 - 
2020/21 

(%)  
Total Net Tax & Non-Tax 
Revenue 

5,528.4 6,049.5 7,182.1 7,039.2 142.9 9.4 18.7  

Net URA tax revenue (excl. 
Refunds) 

5,242.1 5,723.9 6,689.4 6,588.8 100.6 9.2 16.9  

Gross Revenues 5,662.1 6,127.5 7,350.7 7,205.7 145.0 8.2 20.0  

   Direct Domestic Taxes 1,580.4 1,769.1 2,093.2 2,010.5 82.6 11.9 18.3  

o/w PAYE 898.7 1,026.3 1,224.2 1,092.2 131.9 14.2 19.3  

o/w Corporate Tax 111.5 94.4 138.0 120.1 17.9 -15.4 46.2  

o/w Withholding Tax 311.8 384.8 414.2 468.7 -54.5 23.4 7.7  

   Indirect Domestic Taxes 1,404.6 1,466.0 1,645.1 1,724.0 -78.9 4.4 12.2  

o/w Excise Duty 462.7 503.8 604.4 636.8 -32.4 8.9 20.0  

o/w VAT 941.9 962.3 1,040.7 1,087.2 -46.5 2.2 8.1  

   Taxes on international Trade 2,357.6 2,532.2 2,949.7 2,836.0 113.8 7.4 16.5  

   Stamp duty & Embossing Fees 33.2 34.5 36.4 39.1 -2.7 3.8 5.7  

   Non-Tax Revenue  286.3 325.6 492.7 450.4 42.3 13.7 51.3  

Tax refunds -133.7 -78.0 -35.0 -20.8 -14.2 -41.7 -55.1  

Source: Ministry of Finance Planning and Economic Development 

2.3.2 Public debt stock 
The provisional total public debt stock valued at cost as at end November 2022 stood at Shs.79,775.9 
billion (appx. 49 percent of GDP), corresponding to a 1.1 percent increase from June 2022 and an 
increment of 8.9 from November 2021 (Table 5). The increase was driven by a 3.1 percent increase in 
domestic debt. The external debt was unchanged relatively unchanged from the June 2022 level and 
maintained the dominant share at 60 percent of the total public debt. Liquidity risks indicators are 
rising especially those associated with debt servicing. Interest payment constituted over ¼ of domestic 
revenues in the four months to October 2022 while debt service (External debt service plus domestic 
interest payment) constituted over 1 3 ⁄ of the domestic revenues a rise from about ¼ in the same period 

the previous year.  

Table 4: Total public debt stock 

 Jun’21 Nov’21 Jun’22 Nov’22 
Change (%) 

Nov'21 - Nov'22  Jun'22 - Nov'22  

Total Gross Debt (Shs. billions) 70,224.1 73,228.0 78,879.8 79,775.9 8.9 1.1 

  External (Shs. billion) 44,772.9 45,751.2 48,218.2 48,173.4 5.3 -0.1 

  Domestic (at cost, Shs. billion) 25,451.1 27,476.8 30,661.6 31,602.5 15.0 3.1 

External (US$, million)  12,588.3 12,836.3 12,835.4 12,874.2 0.3 0.3 

UShs./US$ (eop) exchange rate 3,556.7 3,564.2 3,756.7 3,741.9 4.9 -0.4 
Source: Bank of Uganda 

2.3.3 Fiscal Outlook  
Fiscal policy is likely to remain tight as government stays on a fiscal consolidation path while the debt 
to GDP ratio is expected to rise to levels slightly above the 50 percent threshold of the Charter for 
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Fiscal Responsibility as the government run successively reasonable primary deficits to finance key 
public investments. Staying on a fiscal consolidation path is imperative to keep debt sustainable 
especially after rating agencies S&P Global and Moody’s downgraded the outlook for Uganda from 
stable to negative reflecting risks associated with economic growth, interest burden and tightening 
external financing conditions.   

2.4 Balance of payments and exchange rates 

2.4.1 Balance of payments 
Uganda’s external position weakened in the 12 months to October 2022, reflecting adverse spillovers 
from the Russia-Ukraine conflict particularly on the commodities terms of trade which exerted 
pressure on the trade balance, keeping the current account on the deteriorating path (Figure 11). 
Reflecting tight global financial conditions occasioned by the hawkish monetary policies in advanced 
economies to fight the high inflation, the financial account surplus recorded a steep contraction due 
to an upsurge in outflow of short-term capital and shrinkage of loan disbursements to government 
amid increased external debt service. The combination of a widening current account and reduced 
financing resulted in an overall BOP deficit to a tune of US$ 545.2 million in the year to October 2022 
from BOP surpluses recorded for similar periods in the previous two years. Consequently, the 
international reserves have drastically declined to about 3.5 months of imports cover relative to an 
average of above 4.2 months in the last four years. 

The current account deficit continued a widening path, increasing by US$112.7 million to US$3,907.4 
million in the twelve months to October 2022. The deterioration of the current account deficit largely 
reflects the deterioration in the trade balance which widened by 18.5 percent at the back of worsening 
terms of trade worsened. The trade deficit bulged as exports fell considerably to US$4,191.8 million 
while the import bill increased marginally to US$7,824.5 million. Excluding gold trade, the trade 
balance deteriorated even more by 21 percent. The import bill excluding gold substantially increased 
reflecting the high private sector oil and non-oil imports which increased by 67.7 percent and 15.8 
percent to US$1,530.7 million and US$5,697.3 million, respectively, reflecting the war-induced 
escalation in oil and non-oil global commodity prices. The import price index rose by 19.8 percent, 
exceeding the 4.5 percent increase in the export price index, reflecting a 13.3 percent deterioration in 
the terms of trade.  

In addition, the widening of the deficit on primary income account by 8.9 percent to US$794.2 million 
was a drag on the current account due to increased interest payments on external debt. On the other 
hand, the improvements posted by the services and secondary income accounts offered some support 
to the current account during the twelve months to October 2022. The services account deficit 
improved by 16 percent to US$ 1,433.9 million due to the rebound in tourism activity before the 
recent Ebola outbreak hit the country and scared away foreign tourists and the secondary income 
surplus surged by 14.4 percent to US$ 1,953.3 million at the back of the increase in workers 
remittances and grants to government. 

On the financing side, the financial account surplus contracted by 32 percent to $2,419.0 million in 
the 12 months to October 2022, largely driven by a sharp upsurge in portfolio capital reversal and a 
reduction in other investment net inflows. Monetary policy tightening in advanced economies in the 
later part of the reporting year triggered offshore investors’ exit from the domestic debt securities 
market in favor of the safe and increasing yields in Advance economies. In addition, both budget and 
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project support loan inflows contracted, amid tighter global financial conditions, yet external debt 
service is on the rise. On the upside, however, the financial account surplus was supported by foreign 
direct investment inflows which increased by 37 percent to US$ 1,424.2 million over the twelve 
months period, driven by oil sector project related foreign capital inflows. 

Figure 11:  Annual BOP developments for the 12-months to October (USD million) 

Source: Bank of Uganda  

 

 

On a quarterly basis, the current account deficit widened in the three months to October 2022 due to 
the bulge in the services deficit (Figure 12) at the back of the reduction of inflows from tourists due 
to the Ebola outbreak in the country. Although the financial account surplus somewhat recovered 
during the quarter, it remained insufficient to cover the current account deficit culminating into an 
overall BOP deficit of US$184.9 which was 71 percent lower than what was recorded the preceding 
three months. The trade balance improved on account of an 11.6 percent expansion in export 
revenues, which exceeded the 4 percent increase in the import bill, driven by the resumption of gold 
trade after removal of the 5 percent export levy on refined gold.  Trade in gold was halted for over a 
year due to the contentious 5 percent Levey. However, excluding gold, exports contracted by 5.8 
percent during the three months to October 2022 while imports also contracted by 4.6 percent as 
global commodities prices eased during the three months. The easing of the global commodity prices 
impacted the exports price more than imports with the decline in the former standing at 20 percent, 
double that of later hence worsening of the terms of trade. The Ebola outbreak during the quarter 
scared away tourists, inducing a 30.7 percent plunge in travel receipts and a 25 percent deterioration 
of the deficit on the services account, and this was the main driver of the current account deterioration 
in the period (Figure 12).  The primary and secondary income on the other hand slightly improved 
during the quarter to a deficit of US$ 197.6 million and a surplus of US$ 533.3 million owing to 
increased income on reserves and grants to the government, respectively.  

On the financing side, the financial account surplus expanded by 35 percent to $474.8 million in the 
three months to October 2022, supported by increased capital inflows through both the other 
investments, direct investment, and a reduction of net-outflow of portfolio capital. The increased 
inflow of the other investments was on account of a drawdown on deposit placements abroad to a 
tune of US$125.8 million in contrast to a buildup of deposits assets abroad to a tune of US$222.1 
million by banks. Foreign direct investment amounted to US$ 474.8 million which was an increase of 
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35 percent during the quarter under review reflecting commitments by foreign investors towards the 
oil projects. On a net basis, portfolio capital outflow reduced by 18 percent to US$ 227.6 during the 
three months (Figure 12). 

Figure 12: Quarterly BOP developments (US$ Millions) 

Source: Bank of Uganda  

 

Overall, a BOP deficit of $545.2 million was registered in the twelve months to October 2022 and a 
BOP deficit of $184.9 million was recorded in the three months to October, leading to a decline in 
gross reserves to $3,610.8 million, equivalent to 3.5 months of future import cover at end-October 
2022. This is a major reduction relative to the stock of $4,331.2 million or 4.8 months of future import 
cover as at end-October 2021. 

2.4.2 Balance of payments outlook 
In the short-term, Uganda’s external sector outlook remains subject to adverse spillovers from the 
continuing geo-political tensions, high borrowing costs, elevated financial vulnerabilities, subdued 
global growth and the global commodities prices dynamics. Headwinds from extended geopolitical 
tensions, tightening global financial conditions, subdued external demand, heightened foreign investor 
risk aversion, high cost of external borrowing and weakening global growth will continue accelerate 
Uganda’s external vulnerabilities. The Ebola outbreak is expected to continue weighing down on 
tourism inflows, while high government expenditure on imports and debt service obligations will likely 
continue to undermine the reserve position.  

In the medium term, the current account deficit is projected to widen, before progressively narrowing 
into FY2026/27. The trade deficit will follow the same path as imports are projected to remain high, 
however, increased export revenues boosted by intra-African trade (AfCFTA), will contribute to the 
narrowing of the trade deficit in the latter years. The services’ deficit is anticipated to widen, as 
transport payments (freight services) increase in line with imports. On the upside, the current account 
will be supported by increased export revenues, persistent remittance inflows and a rebound in tourism 
receipts. The financial account surplus is projected to gradually narrow throughout the medium term, 
owing to decreased budget support loan inflows amid rising external debt repayments in the medium 
term. On the other hand, the financial surplus will be supported by strong FDI inflows to the oil 
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sector. Overall, BOP deficits are projected throughout most of the medium term, due to the projected 
narrowing of the financial surplus amid the widening current account deficit. 

2.4.3 Exchange rates 
The Uganda Shilling remained relatively stable against the United States dollar during the three months 
to November 2022 and appreciated at the tail end supported by strong seasonal inflows from 
remittances, coffee receipts and NGOs, the easing of the strengthening of the US dollar globally after 
the fade announced the slowing down of the pace of monetary policy tightening and continued 
support from the domestic tight liquidity conditions in the money markets. The shilling appreciated 
by 1.6 percent month-on-month in November 2022 to an average mid-rate of Ushs. 3,761.1 per US 
dollar. However, Year-on-year, the Uganda shilling was 5.9 percent weaker. In the three months to 
November 2022, the depreciation pressures eased as the quarter-on-quarter depreciation of 0.3 
percent was a significant easing of the foreign exchange market pressure relative to the 2.8 percent 
depreciation in the previous quarter (Figure 13).  

Conversely, other currencies in the East African Community (EAC) continued to depreciate during 
the period under review. For instance, the Rwandan Franc and Kenyan Shilling depreciated against 
the US dollar by 1.8 percent and 2.3 percent in the quarter to November 2022 maintaining the same 
momentum of depreciation as observed the previous quarter. The depreciation trend was attributed 
to rising import bills and global strengthening of the US dollar. The Tanzanian Shilling remained stable 
as it continues to be heavily managed.  

Figure 13: Exchange rates against US dollar for selected EAC countries (January 2020 =100) 

 
Source: Bank of Uganda 
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On a trade-weighted basis, the Nominal Effective Exchange Rate (NEER) appreciated by 2.2 percent 
quarter-on-quarter and by 0.8 percent year-on-year in the three months to November 2022. The Real 
Effective Exchange Rate (REER) also appreciated by 1.4 percent quarter-on-quarter but depreciated 
by 1.0 percent year-on-year in the three months to October 2022 driven largely by the nominal 
depreciation (Figure 14). The reduction in the pace of the annual REER depreciation is signaling 
declining momentum of imported inflation. 

Figure 14: Growth of the real effective exchange rate and components (year-on-year, percent) 

 

Source: Bank of Uganda 

2.5 Domestic inflation and outlook 

2.5.1 Domestic inflation 
Inflation remains persistently high although signs are clear that it has lost momentum and peaking. 
The base effects associated with high prices of imported commodities are disappearing and as such 
inflation is now set to decline unless renewed price pressures from the escalation of the geopolitical 
tensions materialize. In addition, supply chain disruptions have been easing over time and global 
commodities prices continue to ease. The lagged impact of the drought which has been putting upward 
pressure on food prices is the remaining key driver of inflation although is deemed to be short lived 
and would dissipate soon with onboarding of current season’s harvests. The wedge between headline 
and core inflation has been widening since March 2022, clearly indicating that the escalation of 
inflation is purely due to supply disturbances whose impact has been intensifying with limited 
passthrough to core prices which is not unexcepted in an environment of weak aggregate demand 
(Figure 15). 

Indeed, as the impact of these supply disturbances diminish, annual headline and core inflation 
respectively edged down to 10.6 percent and 8.8 percent in November 2022 from 10.7 percent and 
8.9 percent in October 2022 driven by the continued fall of the Electricity Fuel and Utilities (EFU) 
inflation and the recent drop of services inflation (Figure 15). The EFU inflation has continued to 
fall for the third month in a row, from a peak of 19.6 percent in August 2022 to 12.2 percent in 
November 2022, largely reflecting a drop in the prices of liquid fuel.  In addition, services inflation 
declined to 4.1 percent in November 2022 from 4.4 percent in October 2022 due to declines in cost 
of airflight fares reflecting both lower fuel prices and exchange rate appreciation.  
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On the other hand, the other goods inflation marginally edged up to 12.8 percent in November 2022 
from 12.7 percent in October 2022 reflecting the still high prices of food commodities such as maize 
flour, sugar, and rice precipitated by the prolonged drought. Similarly, food crops and related items 
inflation remains high and accelerated to 27.8 percent in November 2022 from 25.6 percent in 
October due the effects of the dry spell which kept the prices of matooke, Irish potatoes, cassava and 
other fresh food stuffs elevated.  The persistently high prices for some processed and fresh food items 
led to an increase in food crops inflation but these prices are expected to fall as supplies to the markets 
increase with the onset of the harvesting season. 

Figure 15: Domestic inflation decomposition (y/y) 

Source: UBOS 

 

2.5.2 Inflation outlook 
 

2.5.2.1 Baseline inflation forecast  
The inflation outlook is based on the assessment of how both the domestic and external factors are 
evolving, their   expected future paths and the extent to which they ultimately influence inflation going 
forward. On the domestic scene, the baseline forecast includes an assessment of the effects of lower 
growth and the fiscal consolidation path. The slowdown in growth is attributed to dampened demand 
caused by adverse global environment and tight financial conditions. It also considers the effects of 
fiscal consolidation within an environment of higher inflation as well as tight domestic and global 
financial conditions. The baseline also includes potential external effects of the projected slowdown 
in global growth due to China’s zero covid policy restrictions, a mild recession in Europe due to the 
energy and the cost-of-living crisis, and monetary policy tightening by the US Federal Reserve Bank.  
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Foreign inflation remains largely unchanged compared to the October forecast round. Inflation in 
some economies such as UK and Eurozone remain higher than in other areas because they are facing 
relatively higher energy prices. Global energy and food prices have been easing and are expected to 
continue falling due to actual and expected fall in global demand. Crude oil prices are now expected 
to average US$82 per barrel in 2023 down from an earlier projection of US$100 per barrel while food 
prices have declined over the last 6 months and are now expected to decline further driven by a drop 
further easing of supply constraints at the black sea. The Fed is expected to further increase its rate 
but at a slower pace than this year and start lowering in the second half of 2023 as inflationary pressures 
subside.  

The inflation outlook is now slightly lower than in the October forecast round due to a more 
appreciated Uganda shilling relative to the earlier projection, and lower global oil and food prices 
compared to what was previously assumed. Inflation projection for 2023 is revised down wards by 2 
percentage point relative to the previous forecast round and is now expected to average between 6 
and 8 percent. Inflation is now projected to peak in the fourth quarter of 2022 and continue declining 
going forward, before returning to target by the end of 2023. (Figure 16). 

Figure 16: Baseline inflation forecast 

 
Source: Bank of Uganda 

 

Given the baseline, however, significant uncertainties remain, which the BoU assesses to be tilted to 
the downside. On the downside, inflation could be lower than in the baseline if the global economy 
experiences a sharper than anticipated slowdown which will affect Uganda through trade and financial 
channels, increased economic uncertainty and adversely affecting confidence. Secondly, lower than 
assumed oil prices due to the cap of US$60 per barrel on Russian oil by G7 plus Australia; and lower 
food crop prices due to bumper harvest could directly feed through to lower inflation. On the upside, 
inflation could be higher than in the baseline if international energy prices are higher on account of 
further OPEC+ supply cuts and Europe bans on Russian crude imports. In addition, a more 
depreciated shilling than envisioned in the baseline due to tighter global financial conditions, and 
pricing in of a sovereign downgrade of Uganda by rating agencies would make imported goods more 
costly resulting in higher inflation. due to these uncertainties, we construct some alternative scenarios 
to assess these risks. 
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2.5.3 Alternative scenarios  
The first scenario assumes food crop prices are lower in 2023Q1 due to a bumper harvest. In this 
scenario, headline inflation would be 1.5 percentage points lower than the baseline in 2023 and core 
inflation would return to target by the end of 2023. (Figure 17) 

Figure 17: Alternative scenario of lower non-core 

 
Source: Bank of Uganda  

 

The second alternative scenario considers the effect of a more depreciated exchange rate of 5 percent 
over the forecast horizon. In this scenario, headline and core inflation would be 2.2 percentage points 
higher than the baseline in 2023. Headline and core inflation would peak in 2023Q1 before returning 
to target in 2025Q2 (Figure 18). 

Figure 18:  Alternative scenario of More depreciated Exchange rate  

Source: Bank of Uganda  

The third alternative scenario considered the effect of lower growth assuming domestic growth 
prospects are worsened by global recession and delay in oil projects. In this scenario, headline and 
core inflation would on average be 0.5 percentage points and 0.8 percentage points lower than the 
baseline in 2023. Core inflation would return to target in 2023Q4 (Figure 19). 
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Figure 19:  Alternative scenario of Lower growth 

 
Source: Bank of Uganda  

 

The fourth alternative scenario considered the effect of a higher fiscal deficit due to government 
financing pressures. In this scenario, headline and core inflation would on average be 0.1 and 0.2 
percentage points higher than the baseline in 2023. Core inflation would return to the target in 2024Q2 
(Figure 19). 

Figure 20:  Alternative scenario of Higher Fiscal 

 
Source: Bank of Uganda  
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3 MONETARY POLICY DECISION 
The economy continues to face tough conditions from the domestic and external environment. 
Inflation is showing signs of moderating and annual headline inflation declined marginally from 10.7 
percent in October 2022 to 10.6 percent in November 2022, while the annual core inflation declined 
from 8.9 percent to 8.8 percent over the same period, reflecting the impact of previous monetary 
policy decisions and the easing of annual electricity fuel and utilities inflation. Although food inflation 
remains elevated, edging up slightly in November 2022 to 24.1 percent from 23.5 percent in October 
2022 because of effects of the drought, annual electricity fuel and utilities inflation continued to fall 
after peaking at 19.6 percent in August 2022 and has since declined to 12.2 percent in November 2022. 
However, the rise in food prices is temporary and is expected to fade in the coming months. 

The BOU forecasts inflation to continue moderating, averaging between 6 to 8 percent in 2023 and 
stabilize around the medium-term target by end of 2023. This forecast is a downward revision of 2 
percentage points compared to earlier projection, due to the dissipating impact of the earlier increases 
in global commodity prices, subdued domestic demand, effects of the current monetary policy stance, 
expected decrease in global inflation and lower exchange rate depreciation. The Uganda shilling posted 
a stronger than anticipated appreciation, appreciating by 1.6 percent in November 2022, supported by 
the tightening of monetary policy, recent decline in global commodity prices such as crude oil, which 
somewhat eased the pressure on the deteriorating terms of trade, increase in remittances and foreign 
direct investment in the oil sector. Going forwards, the exchange rate outlook is dependent on global 
developments, particularly the pace of monetary tightening in the advance economies which is 
expected to slow down. However, the inflation outlook remains uncertain due to the ongoing 
evolution of supply shocks. While the factors that have elevated inflation over the past year are 
reversing, it will take some time before the effects pass through the prices paid by consumers. 

The domestic economy continues to weather external shocks and is projected to grow in the range of 
5.0 to 5.3 percent in FY2022/23 from 4.7 percent in FY2021/22, driven by improvement in 
agricultural productivity owing to government interventions, investments in the oil sector and a 
rebound in industrial activity. However, this is slightly lower than the October 2022 projection of 5.0-
5.5 percent. Consistent with softening growth outlook, high frequency indicators of economic activity 
weakened in the quarter to October 2022 and business sentiments fell in November 2022, reversing 
the upward trend recorded in the previous two months on account of moderation of external demand 
due to softening global growth, continued adjustments in US interest rates which have contributed to 
a persistently strong US dollar, fiscal consolidation which is imperative to maintain debt sustainability 
and tighter financial conditions due to higher interest rates. Indeed, interest rates including lending 
rates have edged up while private sector credit extension has moderated in line with the tight monetary 
policy stance. Although the growth outlook remains subject to downside risks, including weaker than 
expected global growth, risk aversion in global financial markets amid more aggressive monetary policy 
tightening in major economies and a further escalation of geopolitical conflicts that could constrain 
trade and disrupt global supply chains, economic growth is projected to strengthen in outer years but 
remain below its long run trend until FY 2025/26.  

Based on the current economic conditions, the outlook and uncertainties surrounding the outlook, 
MPC decided to maintain the CBR at 10 percent while continuing to assess the evolution of the 
economic outlook. This is because while high inflationary pressures are beginning to fade, there are 
many uncertainties surrounding the outlook that make the path of returning inflation to the target 
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while keeping the domestic economy on an even keel a narrow one.  The band on the CBR was also 
maintained at +/- 2 percentage points. The margin on the CBR for the rediscount and bank rates 
were kept unchanged at 3 and 4 percentage points and as such the rediscount and bank rates remain 
at 13 percent and 14 percent respectively. BoU will continue to pursue a monetary policy stance that 
is consistent with achieving the inflation target of 5 percent in the medium term while supporting 
economic growth recovery. 


