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Executive Summary 
 

(i) Global economic conditions have weakened further, with risks tilted towards the downside, 

in part driven by the United States (US)-China trade and technology disputes. The recent 

global growth projections by the International Monetary Fund (IMF) World Economic 

Outlook (WEO) downgraded growth for 2019 to 3.0 percent, which is 0.3 percentage 

points lower than the earlier projections of April 2019. Growth forecasts for both 

Advanced Economies (AEs) and Emerging Markets and Developing Economies (EMDEs) 

were downgraded by 0.2 percentage points to 1.7 percent and 3.9 percent, respectively. 

Growth in SSA was also revised downwards by 0.3 percentage point in 2019 and by and 0.1 

percentage points in 2020 to 3.2 percent and 3.6 percent respectively. 

 

(ii) The associated increase in policy uncertainty has weighed on global trade, investment and 

manufacturing activity, although consumption growth has been relatively resilient. 

Nevertheless, tensions have eased a little more recently: negotiations have resumed and a 

preliminary partial agreement was reached in October that has postponed some of the 

scheduled tariff increases.  

 

(iii) Even so, the prospects for a comprehensive trade agreement are uncertain and there is a 

risk of further escalation. The US administration is still set to impose a 15 percent tariff on 

almost all remaining imports from China from mid-December and China has threatened 

further tariff increases in response. Other trade tensions have emerged, with some countries 

using trade policy to address broader political disputes; this includes Japan and South 

Korea, which have restricted their bilateral trade in some strategic products, including 

certain key semiconductor materials. A decision by the United States about increasing tariffs 

on automotive imports from a number of countries is due in November. 

 

(iv) While the outlook is for moderate global growth, downside risks to growth predominate, 

including rising trade barriers, a build-up of government debt, and deeper-than expected 

slowdowns in several major economies.  Substantial challenges are clouding the global 

economic outlook in both the near and long term.  There is a high degree of uncertainty 

about the future evolution of the US trade disputes with China and other economies; 

further escalations pose significant downside risks and, conversely, resolutions of the 

disputes, even if partial, would support global growth. There is also a risk that the spill-

overs to service sectors and labour markets could be larger than expected. The form and 
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timing of the United Kingdom’s exit from the European Union (Brexit) remains a key 

additional source of uncertainty about the outlook for Europe. 

 

(v) For emerging market and developing economies (EMDEs), lacklustre investment is 

particularly concerning. Investment growth in these economies is expected to remain weak 

and below historical averages, held back by sluggish global growth; limited fiscal space; and 

structural constraints that misallocate or discourage investment such as poor business 

environments, labour and product market controls, and weak governance. Subdued 

investment weakens the foundations for the sustained growth that is needed to alleviate 

extreme poverty and advance shared prosperity.   

 

(vi) Commodity prices remain subdued, but with some marked volatility, in part driven by the 

global growth uncertainty, global trade frictions and geopolitical tensions. Global oil prices 

remained largely below their 2018 levels partly on account of subdued global demand and 

high US crude oil production, which offset supply shortfalls due to US sanctions on Iran 

and production cuts by OPEC as well as supply disruptions in Venezuela and Libya. 

Indeed, crude oil prices declined by 11.2 percent in November 2019 from the levels of 

2018. According to the U.S. Energy Information Administration (EIA), Brent crude oil 

prices are expected to average at US$60/b in 2020, down from an average of US$64/b in 

2019. Nonetheless, delays to restoration of Saudi oil output and escalation of US-Iran 

tensions could push oil prices above projections 

 

(vii) Inflation is below target in the major advanced economies, albeit to varying degrees. 

Outlook is for low and stable inflation in FY2019/20, in line with forecasts for lower 

commodity prices.  Several central banks have eased policy further recently in response to a 

deteriorating outlook for economic growth in an environment of subdued inflation. Market 

expectations for additional easing have been scaled back in recent weeks as concerns about 

some key downside risks have abated somewhat.  

 

(viii) Financial market conditions remain accommodative. Several major central banks have eased 

monetary policy further in response to slowing growth, downside risks and subdued 

inflation. Yields on government and corporate bonds are around historic lows in many 

countries. Global equity prices have risen and are near record highs in the United States. 

Measures of financial market volatility are generally below long-term averages. Financial 

conditions in emerging market economies have also eased a little. The combination of low 

https://www.eia.gov/energyexplained/oil-and-petroleum-products/use-of-oil.php
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volatility, low bond yields and buoyant prices of riskier assets suggests that market 

participants continue to expect that the policy stimulus that has been delivered by central 

banks will sustain the global economic expansion. 

 

(ix) On domestic scene, following the easing of monetary policy in October 2019 by reducing 

the policy rate by 100 basis points to 9 percent, money market rates declined in October 

and November 2019. The WAI 7-day and overall rates fell to respective averages of 9.2 

percent and 7.9 percent respectively in the two months compared to 10.2 percent and 8.9 

percent recorded in Q3 of 2019. Treasury bill yields in the primary market declined in line 

with the monetary policy stance. However, yields on treasury bonds with the exception of 

the 10-year treasury bond rose in the quarter to November 2019 compared to quarter to 

August 2019.   Average commercial bank interest rates remained unchanged in the quarter 

to October 2019 averaging 20.0 percent as in the quarter to July 2019. However, average 

lending rates on US dollar denominated loans declined slightly to 6.8 percent from 7.0 

percent in the same period. 

 

(x) Growth in private sector credit remains robust but has slackened when compared to the 

beginning of 2019. Average year-on-year private sector credit growth was 12.6 percent in 

the quarter to October 2019 relative to 14.3 percent in the quarter to July 2019. Local 

currency loans grew by 16.6 percent compared to 18.6 percent while forex-denominated 

loans grew by 5.0 percent down from 6.6 percent in the same period. A sectoral 

decomposition shows that lending has generally declined across all sectors except 

Agriculture.  

 

(xi) The share of non-performing loans (NPLs) in total loans extended by commercial banks 

rose to 4.4 percent in the quarter to September 2019 compared to 3.8 percent in the quarter 

to June 2019. The rise was due to poor performance of loans to the building & 

construction, trade and services sectors, coupled with high NPLs in the agriculture sector. 

NPLs could increase further due to exposure to oil sector that is facing delays and the 

increase in NPLs could curtail further private sector credit growth. 

 

(xii) The implementation of the budget was affected by shortfalls in domestic revenue coupled 

with underperformance in expenditure in part, due to slow execution of infrastructural 

projects. Total Government revenue (including grants) in the four months of FY2019/20 

underperformed by was Shs. 858.1 billion Domestic revenue and Grants underperformed 
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by Shs. 603.7 billion and Shs. 254.4 billion, respectively. 

 

(xiii) Total government expenditure and net lending amounted to Shs. 9,898.1 billion, which was 

Shs. 3,082.8 billion, lower than the programmed expenditure. This was mainly driven by the 

underperformance in development expenditure of Shs. 1,985.9 billion, largely due to slow 

absorption by some government projects. The developments in government revenue and 

expenditure resulted in a fiscal deficit of Shs. 4,094.8 billion, which was lower than the 

programmed deficit by Shs. 2,224.7 billion and was majorly financed by domestic financing.  

 

(xiv) Government has presented a request to Parliament to borrow Euro 600 million (Shs. 2.4 

trillion) from Stanbic Bank and the Trade and Development Bank at with a 7-year maturity 

at LIBOR+4.5 percent. However, this amount might be insufficient to cover the financing 

gap given the amounting expenditure pressures and tight budget with limited room for 

expenditure cuts.  

 

(xv) The provisional total public debt stock as at end October 2019 stood at Shs. 49,055.6 

billion, an increase of 3.8 percent compared to a decline of -0.3 percent the previous year. 

The increase in the stock of total public debt between June 2019 and October 2019 was 

mainly due to a 7.3 percent increase in the public domestic debt. However, the public 

external debt maintained a dominant share of 64.6 percent of the total public debt.  

 

(xvi) Although Uganda’s debt remains largely sustainable, some risk indicators, especially the 

public domestic debt refinancing risk indicators slipped outside the Public Debt 

Management Framework (PDMF 2018) medium- term benchmarks as at end October 

2019, which pointed to the existence of roll over risk for domestic debt. 

 

(xvii) The overall balance of payments position weakened in the 12 months to October 2019. The 

current account deficit increased by 45.1 percent to US$3,290.2 million, largely driven by 

higher private sector imports that grew by US$801.9 million during the year. The trade 

deficit rose by 21.7 percent to US$ 2,783.9 million, largely on account of the US$850.2 

million increase in the import bill that surpassed the US$352.9 million growth in exports 

receipts. 

 

(xviii) The financial account inflows increased by US$1,119 million in the 12 months to October 

2019 supported mainly by an increase in FDI inflows and significant drawdown of deposit 

abroad by banks and the private sector. The financial account surplus however was 
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insufficient to finance the high current and capital account deficit, leading to a drawdown in 

reserve assets by US$ 34.6 million. The stock of reserves as at the end of October 2019 

stood at US$ 3,155.5 million – equivalent to 4.1 months of future imports of goods and 

services. 

 

(xix) The Uganda shilling remained relatively stable with an appreciation trend against the US 

Dollar despite the strengthening of the US Dollar against major international currencies. In 

the three months to November, the shilling appreciated by 0.5 percent compared to the 

previous quarter. Similarly, on a year-on-year basis, the shilling appreciated by one per cent 

in November 2019 to UGX 3, 697.4/US$.  The relative stability is attributed to net forex 

supply in the IFEM due to export receipts, strong inflows from offshores, NGOs and 

amidst relatively subdued demand.  

 

(xx) Going forward, the exchange rate may remain relatively stable in the short run with a bias 

towards an appreciation on account of the expected high remittances during the festive 

season. However, in the medium term the exchange rate may weaken on account of the 

weakening current account balance. This could be heightened by the volatility in the global 

financial markets and policy uncertainty including Brexit that could lead to capital reversals 

on account of flight to safety. 

 

(xxi) Conditions in the interbank foreign exchange market (IFEM) enabled BoU to purchase 

USD 329.4 million for reserve build-up in the period July to November 2019.  Taking into 

account targeted sales to Uganda Electricity Transmission Company Limited (UETCL), the 

net BoU action in the IFEM during the quarter was a purchase of USD 290.5 million.  

 

(xxii) The economy is projected to have grown by 6.5 percent FY 2018/19. Nonetheless, high 

frequency indicators show there was some moderation of economic activity since the 

beginning of 2019. The BoU’s Composite Index of Economic Activity (CIEA) is estimated 

to have increased by 1.4 percent in the three months to October 2019.  However, the 

average growth is lower than the average of 1.7 percent for the quarter to July 2019 and 3.0 

percent for the quarter to October 2018.  

 

(xxiii) Growth is forecast to remain strong within the range of 5.5-6 percent in FY2019/20 with 

growth projections of 6 percent in the outer years (2020-2024). This projection is lower 

than the earlier projection of 6.5 percent partly reflecting the effects of global developments 

and the delays in the Final Investment Decision (FID). There are a number of risks related 
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to the growth projection including the increase in global tensions and uncertainty, coupled 

with the deceleration of world growth and a decrease in trade volumes. In addition, the 

slowdown in private sector credit, lower imports, and capital and raw material imports 

could put downward pressure on growth. Although weather conditions could hinder 

growth in the agricultural sector, investment could expand at a moderate pace in 

FY2019/20-FY2020/21. 

 

(xxiv) Inflation remains subdued largely on account of a relatively stronger exchange rate, benign 

domestic demand conditions, favourable weather conditions leading to low food prices and 

weak global inflation. Nonetheless, the annual headline and core inflation edged up slightly 

to 3.0 and 2.9 per cent in November 2019 from 2.5 and 2.6 percent in October 2019, 

respectively. The rise in headline inflation was on account of continued rise in the energy 

fuel and utilities (EFU) inflation and recovery in food crops and related inflation.  

 

(xxv) The inflation outlook remained broadly unchanged from the October 2019 projection. 

Annual core inflation and headline inflation are projected to remain below 5 percent in the 

near term. However, core inflation is projected to converge to the target of 5 percent in the 

medium-term.  Nonetheless, the forecasts are susceptible to a number of risks. On the 

downside, low commodity prices, a decline in global inflationary pressures coupled with 

slackened global growth could lead to lower domestic inflation. However, on the upside, 

worsening weather conditions could lead to higher food crop inflation. In addition, the 

instability in the global financial markets and uncertainty during the election period could 

lead to a depreciation of the exchange rate, which could translate into higher inflation. The 

increase in the fiscal deficit could also lead to inflationary pressures going forward.  

 

(xxvi) Given the outlook and the current information set, the evaluation of the macroeconomic 

developments, suggests that at the current CBR, monetary policy stance is accommodative 

and that inflation will converge to the target in the medium term while supporting growth. 

Moreover, given the easing of monetary policy in October 2019, and the long and variable 

lags in the monetary policy transmission mechanism, the BoU maintained the CBR at 9 

percent in December 2019. The band on the CBR was maintained at +/-3 percentage 

points and the margin on the rediscount rate at 4 percentage points on the CBR. 

Consequently, the rediscount rate and the bank rate remained at 13 percent and 14 percent, 

respectively. 
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(xxvii) The BoU will continue to assess the balance of risks to domestic growth and inflation, to 

ensure that monetary policy decisions remain consistent with price stability while being 

supportive of sustained non-inflationary economic growth over the medium-term. 
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1 Background 

 

This report presents domestic and external economic developments in the period to November 2019. 

It assesses the future prospects for the global and domestic economy, including economic growth and 

inflation. It also presents the risks to the domestic economic outlook, the policy challenges in the 

medium term and the implications of the domestic economic outlook on the future direction of 

monetary policy. 

 

2 Global Economic Environment 

 

2.1 Economic Activity 

 

Global economic conditions have weakened further, with risks tilted towards the downside, in part 

driven by the United States (US)-China trade and technology disputes. The recent global growth 

projections by the International Monetary Fund (IMF) World Economic Outlook (WEO) downgraded 

growth for 2019 to 3.0 percent, which is 0.3 percentage points lower than the earlier projections of 

April 2019.  Growth forecasts for both Advanced Economies (AEs) and Emerging Markets and 

Developing Economies (EMDEs) were downgraded by 0.2 percentage points to 1.7 percent and 3.9 

percent, respectively. In AEs, the downgrade in forecasts is reflective of the rising uncertainty regarding 

trade in the United States (US), weak exports in the Euro area, Brexit-related uncertainty which 

continued to weaken growth in the United Kingdom (UK) as well as disruptions associated with the 

roll out of new car emission standards in Europe. In EMDEs, the downgrade in part reflects the weak 

macroeconomic conditions in India, Brazil, Mexico, Russia and South Africa and; trade and domestic 

policy uncertainty in China, where escalating tariffs and slow domestic demand is adversely affecting 

growth. 

 

Global growth is expected to improve in 2020 to 3.4 percent on the back of stronger economic 

performance in India, Latin America, and the Middle East.  Growth in Sub-Saharan Africa (SSA) is also 

projected to increase to 3.6 percent from 3.2 percent in 2019. Growth in AEs, on the other hand, is 

forecast to stabilize at 1.7 percent over the two years. Downside risks to global growth nonetheless 

remain, arising mainly from the continued global trade frictions, uncertainty about the Brexit process, 

and the elevated geopolitical tensions. The global growth projections are depicted in Table 1. 

 

 

 



2 | P a g e  

 

Table 1: Global Growth Projections 

IMF World Economic Outlook  Apr-19 Forecasts  Oct-19 Forecasts 

  2018 2019 2020 2019 2020 

World Real GDP Growth 3.6 3.2 3.5 3.0 3.4 

Advanced Economies 2.3 1.9 1.7 1.7 1.7 

     US 2.9 2.6 1.9 2.4 2.1 

     Euro Area 1.9 1.3 1.6 1.2 1.4 

     Japan 0.8 0.9 0.4 0.9 0.5 

     UK 1.4 1.3 1.4 1.2 1.4 

Emerging Market & Developing 
Economies 

4.5 4.1 4.7 3.9 4.6 

     China 6.6 6.2 6.0 6.1 5.8 

     India 6.8 7.0 7.2 6.1 7.0 

     Brazil 1.1 0.8 2.4 0.9 2.0 

     SSA 3.2 3.4 3.6 3.2 3.6 
Source: IMF   

 

 

2.2 Global Commodity Prices and Inflation 

 

2.2.1 Commodity Prices 

 

Commodity price remain subdued, but with some marked volatility, in part driven by the global growth 

uncertainty, global trade frictions and geopolitical tensions. Global oil prices remained largely below 

their 2018 levels partly on account of subdued global demand and high US crude oil production, which 

offset supply shortfalls due to US sanctions on Iran and production cuts by OPEC as well as supply 

disruptions in Venezuela and Libya. Indeed, crude oil prices declined by 11.2 percent in November 

2019 from the levels of 2018. 

 

According to the U.S. Energy Information Administration (EIA), Brent crude oil prices are expected to 

average at US$60/b in 2020, down from an average of US$64/b in 2019. Nonetheless, delays to 

restoration of Saudi oil output and escalation of US-Iran tensions could push oil prices above 

projections. Developments in global commodity prices are presented in Figure 1. 

 

 

https://www.eia.gov/energyexplained/oil-and-petroleum-products/use-of-oil.php
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Figure 1: Commodity Prices 

 

Source: World Bank & FAO  

Global food prices also remain relatively subdued. In the quarter to October 2019, the Food and 

Agricultural Organization (FAO) food price index declined by 1.3 percent compared to the quarter to 

July 2019.  

 

 

2.2.2 Global Inflation 

 

Global inflation remains low in line with subdued global growth and low energy and commodity prices. 

In October 2019, the US, Euro Area, UK and Japan registered inflation rates of 1.7, 0.8, 1.6 and 0.2 

percent, which is below the respective Central Bank’s inflation targets. The muted inflation pressures 

and outlook have provided room for these Central Banks to pursue accommodative monetary policy to 

resuscitate the declining growth prospects.  

 

Inflation in EMDEs posted mixed results in the quarter to October 2019 with inflation declining in 

India, Russia and South Africa to 7.0, 4.0 and 4.0 percent, respectively from 7.7, 4.8 and 4.3 percent. 

However, inflation in China rose to 3.2 percent from 2.7 percent on the back of disease outbreak that 

affected prices for swine and some staple meat. In addition, some EMDEs had spikes in their inflation 

rates on account of large depreciation pressures such as in Argentina and acute shortages of essential 

goods such as in Venezuela. Inflation developments in selected countries are shown in Figure 2.  
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Figure 2: Inflation Rates in Selected Countries 

 

Source: OECD Statistics 
 

The outlook remains for low or stable inflation among AEs and EMEs in 2019/2020, in line with 

forecasts for lower commodity prices. Global inflation is now projected at 3.7 percent in 2019, which is 

1.4 percentage points lower than in forecast in July 2019. Global inflation is projected to decline further 

to 3.4 percent in 2020. 

 
 

2.3 Global Financial Markets 

 

Global financial markets were a bit nervous in the quarter to October 2019 on account of escalating 

trade frictions, prolonged uncertainty on Brexit, geopolitical tensions and policy uncertainty. While 

market conditions were bolstered by monetary easing in key AEs, the outlook remains for recurrent 

market volatility.  

 

Accommodative monetary policies in AEs led to sizeable reductions in sovereign bond yields. In 

October 2019, the US Fed cut the Fed Funds Rate by 0.25 percentage points to a range of 1.5- 1.75 

percent, while the ECB maintained its already low deposit rate at minus 0.5 percent in the same 

month. Similarly, central banks in EMDEs have pursued accommodative monetary policy stance since 

April 2019, registering cuts in their policy rates.  

  

In the currencies market, the US Dollar continues to strengthen against major currencies but at a 

slower pace in the quarter to November 2019. The US dollar index which is a leading benchmark for 

the value of the US dollar against a basket of Advanced Economy currencies (the Euro, Japanese Yen, 

British Pound, Swiss franc, Canadian Dollar and Swedish Krone), strengthened by 0.7 percent 
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compared to the quarter ending August 2019. The outlook remains for intermittent episodes of 

financial market volatility owing largely to trade policy uncertainty and shifting expectations on the 

timing and nature of Brexit. In addition, the current vulnerabilities in the global financial system, 

including the phenomenal rise in corporate debt burdens, increasing holdings of riskier and more 

illiquid assets by institutional investors, and growing reliance on external borrowing by emerging and 

frontier market economies are a major concern for financial stability.  

 

 

2.4 Implications for the Uganda Economy 

 

The current external economic environment presents both opportunities and challenges for the 

Ugandan economy.  Global economic conditions have weakened further, on the back of declining trade 

and heightened uncertainty. Risks to global growth remain on the downside and this could have 

implications for Uganda’s growth. Slower global economic growth coupled with global tensions and 

uncertainty could translate to lower domestic growth for Uganda.  Being a small open economy, slow 

global growth coupled with weak demand is likely to have a negative impact on Uganda’s export 

earnings, remittances and Foreign Direct Investment (FDI), which will not only cause instability in the 

foreign exchange market but could also impede growth.  

 

The geopolitical risks mainly in the Middle East and Africa remain elevated with negative implications 

on consumer and business confidence, such that investors and consumers hold back on spending. This 

could lead to reductions in aggregate demand and eventually constrain global growth going forward 

with adverse implications for Ugandan exports. In addition, increased protectionist policy 

considerations particularly in AEs remain potential sources of disruption to global trade and output. 

 

Crude oil prices have remained subdued, in part reflecting important supply-side developments and 

lower growth in global demand and there is a risk that oil prices could fall further. While low global 

inflation and declining commodity prices will keep domestic inflation in check, at least in the short-

term, low commodity prices may worsen Uganda’s trade deficit by keeping export revenues at bay, 

which may more than offset its impact on the oil import bill. 
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3 Domestic Economic Developments 

 

3.1 Monetary Policy and Implementation 

 

3.1.1 Monetary Policy Stance 

The Bank of Uganda (BoU), in October 2019, reduced the Central Bank Rate (CBR) by 1 percentage 

point to 9 percent. The band on the CBR was maintained at +/-3 percentage points (PPs) and the 

margin on the rediscount rate at 4 PPs on the CBR, placing the rediscount rate and the bank rate at 13 

percent and 14 percent, respectively. 

 

The decision to ease monetary policy was guided by a lower inflation outlook depicted in the October 

forecast round relative to the preceding forecasts. Annual Core inflation was projected to remain below 

the 5 percent target until the fourth quarter of 2020. Similarly, headline inflation was projected to 

remain lower than previously estimated by 1.5 percentage points in 2020. The risks to inflation in the 

near-term (12-months ahead) were assessed to be largely on the downside. In addition, demand side 

pressures were expected to remain subdued and the exchange rate stable.   

 

There were also signals that the economy was slowing. Economic activity seemed to have slackened in 

the first half of 2019 compared to the second half of 2018, as indicated by the quarterly GDP estimates 

from the Uganda Bureau of Statistics (UBOS) and, BoU’s high frequency indicator of economic 

activity.  Moreover, the outlook for economic growth could also be affected by lower external demand 

as a result of a depressed global economy, slow absorption in Government implementation of 

development projects and lower FDI due to delayed final investment decision (FID) on petroleum 

sector investments, and an anticipated slowdown in foreign direct investment during the election 

period. 

 

3.1.2 Monetary Policy Implementation  

BoU continued to use Repurchase Agreements (REPOs)/reverse REPOs and deposit auctions to align 

liquidity conditions in the domestic interbank market with the desired monetary policy stance. The net 

outstanding stock of REPOs and deposit auctions as at end November 2019 was Shs. 439.8 billion and 

Shs. 1,854.8 billion, respectively. There were no secondary market sales of recapitalization securities 

leaving the available stock of these securities at Shs. 273 billion. 

In line with the eased monetary policy stance, money market rates fell in the period to November 2019. 

The weighted average 7-day interbank money market rate averaged 9.5 percent during the period, 
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August-October 2019 relative to 10.3 percent in the previous quarter. The CBR continued to anchor 

movements in the 7-day money market rate as depicted below in Figure 3. 

 

Figure 3: The 7-day Interbank Rate and Central Bank Rate 

 

 Source: Bank of Uganda  

 

3.2 Interest Rate Developments 

3.2.1 Yields on Government Securities 

Average yields on government securities continued to decline in the three months to November 2019, 

partly in line with the eased monetary policy stance. In the three months to November 2019, average 

yields on Treasury bills declined by an average of 0.4 percentage points (PPs) across all tenors 

compared to an average decline of 0.2 PPs registered in the three months to August 2019. Notably, the 

decline in yields weakened with the increase in tenor; 0.8 PPs (91-day), 0.4 PPs (182-day) and 0.2 PPs 

(364-day) resulting into respective rates of 8.6 percent, 10.9 percent and 11.5 percent. In addition, there 

were undersubscriptions in the Treasury bill auctions of shorter tenors during November 2019. Over 

the same period, yields on the 3-year and 15-year Treasury Bonds rose to respective rates of 14.3 

percent and 15.1 percent from 13.6 percent and 14.9 percent previously. There were additional 

amounts awarded to bonds of longer tenor in response to increased investor appetite.  

 

In line with movements in the primary market, yields edged up across the maturity spectrum in the 

secondary market. The increase in yields on longer dated risk free paper is an indication of higher 

inflation expectations in the medium-term. The rise in yields could also be seasonal in anticipation of 
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tighter liquidity conditions on account of end-year corporation taxes and high demand for cash during 

the imminent festive season. Figure 4 shows the trend in the secondary market yields on government 

securities. 

 

Figure 4: Secondary Market Yields on T-bills and T-bonds 

Source: Bank of Uganda 

 

3.2.2 Lending and deposit Interest Rates 

Bank lending to households and businesses remains an important channel through which monetary 

policy affects the economy. Commercial bank lending interest rates continue to in line with the 

accommodative monetary policy stance. In October 2019, the Shilling lending rate fell to 19.8 percent 

from 21.4 percent in July 2019 and 20.2 percent in August 2019. The decline in the rates resulted into 

an average of 20.0 percent for the quarter to October 2019, implying stability in commercial bank 

lending interest rates. Average lending rates on US dollar-denominated loans declined to 6.8 percent 

from at 7.0 percent during the quarter ended July 2019. Over the same period, the weighted average 

shilling time deposit rates also declined to 9.9 percent from 10.3 percent; while the foreign currency 

deposit rate remained stable at 2.8 percent.  

A decomposition of lending rates by sector for the quarter ended October 2019 shows a general decline 

in lending rates to the key sectors of building, construction & real estates, trade, agriculture and 

personal & household loans by 1 PP, 0.6 PPs, 0.5 PPs and 0.1 PPs, respectively, to averages of 20.2 

percent, 18.6 percent, 21.0 percent and 21.8 percent. On the contrary, lending rates to the 

manufacturing sector rose by 1.1 PPs in the three months to October 2019 to an average of 18.0 

percent.  The lending rates by sector are depicted in Figure 5.   
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Figure 5: Lending Rates by Sector 

Source: Bank of Uganda 

 

3.3 Private Sector Credit 

 

Growth in private sector credit (PSC) remains robust although it slackened slightly in the recent past. 

The year-on-year growth in PSC averaged 12.6 percent in the three months to October 2019, lower 

than the 14.3 percent recorded in the three months to July 2019, comprising mainly shilling 

denominated loans, which grew by 16.6 percent from 18.6 percent. Similarly, year-on-year growth in 

foreign currency denominated loans averaged 5.0 percent relative to 6.6 percent during the previous 

period.  On a quarter-on-quarter basis, PSC grew at a lower rate of 2.3 percent in the three months to 

October 2019, compared to 4.2 percent in the three months to July 2019. The lower growth in PSC in 

the quarter to October 2019 may partly be reflective of the moderating economic activity and an 

increase in NPLs in September 2019 relative to June 2019. 

 

Net of valuation changes on account of exchange rate movements, PSC grew by 13.6 percent year-on-

year in the quarter to October 2019, lower than 15.2 percent growth recorded in the quarter to July 

2019. Developments in private sector credit are shown in Figure 6. 
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Figure 6: Annual Growth and Contributions to Private Sector Credit 

Source: Bank of Uganda 

 

Lending towards most economic sectors remained above industry average. The Agriculture sector 

registered the strongest growth averaging 23.7 percent in the quarter to October 2019, higher than 18.8 

percent growth registered in the quarter to July 2019 partly supported by lending under the Agricultural 

Credit Facility scheme. The growth in credit to manufacturing; trade; and building, construction & real 

estate sectors averaged 14.4 percent, 11.9 percent and 12.8 percent, respectively (Figure 7).   However, 

growth in personal & household loans was below the industry average, recorded at 7.9 percent in the 

quarter to October 2019. This was down from 8.7 percent recorded in the quarter to July 2019. 

Nonetheless, credit to the personal loans & household sector is expected to increase in the near term 

driven by higher household spending during the festive season. 

 

Figure 7: Sectoral Growth in Private Sector Credit 
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Source: Bank of Uganda 

In terms of asset quality, non-performing loans (NPLs) increased in the quarter to September 2019 but 

remain below 1-year ago levels. As a percentage of total loans, NPLs rose to 4.4 percent in the quarter 

to September 2019 relative to 3.8 percent and 4.7 percent in June 2019 and September 2018 

respectively (Table 2). The increase in the ratio of NPLs to total loans, mainly noted in the building, 

construction & real estate and trade & services sectors, is partly driven by slackened business activity in 

the first half of 2019.  

 

The NPL ratio for the building, construction and real estate sector (which constitutes 19 percent of 

total credit), increased to 4.4 percent in the quarter to September 2019, while the ratio for trade and 

commerce (which constitutes 18 percent of total credit), increased to 5.0 percent from 3.2 percent. 

Notwithstanding the decline, the NPL ratio in the agriculture sector remains the highest amongst key 

economic sectors, which could be reflective of the risky nature agricultural lending. Going forward, the 

relatively low NPL ratio for loans to the Personal & household sector is likely to support further credit 

extension to the sector which in turn could boost private consumption and as a result, lead to higher 

economic growth. Nonetheless, NPLs could increase further due to exposure to the oil sector.   

 

Table 2: Non Performing Loans by sector 

 

Source: Bank of Uganda 
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3.4 Fiscal Policy 

The implementation of the budget in the first four months thus far has been affected by shortfalls in 

domestic revenue coupled with underperformance in expenditure in part, due to slow execution of 

infrastructural projects. Total Government revenue (including grants) in the four months of 

FY2019/20 amounted to Shs. 5,803.3 billion, which was Shs. 858.1 billion lower than programmed. 

Domestic revenues and grants underperformed by Shs. 603.7 billion and Shs. 254.4 billion, respectively. 

Domestic tax and non-tax revenue collections were lower than in the approved budget by Shs.510.7 

billion and Shs.93.0 billion respectively.  All the tax heads registered shortfalls, with the exception of 

Stamp duty and embossing fees which over performed by Shs. 10.6 billion. The revenue side was also 

constrained by the pending license fees from telecom companies and the unrealized capital gains tax. 

 

Over the same period, total government expenditure and net lending amounted to Shs. 9,898.1 billion, 

which was Shs. 3,082.8 billion, lower than the programmed expenditure. This was mainly driven by the 

underperformance in development expenditure of Shs. 1,985.9 billion, largely due to slow absorption 

by some government projects. The developments in government revenue and expenditure resulted in a 

fiscal deficit of Shs. 4,094.8 billion, which was lower than the programmed deficit by Shs. 2,224.7 

billion and was majorly financed by domestic financing. The fiscal operations are depicted in Table 3. 

 

 
Table 3: Fiscal Operations (Shs. Billion) 

       
July’18-Oct’18 

Prel. July'19-

Oct’19 

Approved Budget 

July’19-Oct’19 
Variation 

Revenue & Grants 5,433.2 5,803.3 6,661.4 -858.1 

    Revenue 5,062.9 5,467.8 6,071.5 -603.7 

    Grants 370.3 335.5 589.9 -254.4 

Expenditure & Lending 8,330.6 9,898.1 12,980.9 -3,082.8 

    Current Expenditure 4,328.3 5,212.6 5,719.8 -507.2 

    Development Expenditure 3,310.5 4,419.7 6,405.6 -1,985.9 

    Net lending/repayments1 472.1 39.5 521.7 -482.3 

    Domestic arrears repayment 219.8 226.3 333.7 -107.5 

Deficit (excluding grants) -3,267.7 -4,430.3 -6,909.4 2,479.1 

Deficit (including grants) -2,897.4 -4,094.8 -6,319.5 2,224.7 

Financing (net) 2,897.4 4,094.8 6,319.5 -2,224.7 

    External Financing (net) 994.5 982.1 2,254.2 -1,272.0 

    Domestic Financing (net) 519.4 2,772.1 4,065.3 -1,293.3 

Errors & Omissions 1,383.4 340.6 0.0  

Source: Ministry of Finance, Planning and Economic Development (MOFPED) 
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Government is has presented a request to Parliament to borrow Euro 600 million (Shs. 2.4 trillion) 

from Stanbic Bank and the Trade and Development Bank at with a 7-year maturity at LIBOR+4.5 

percent. However, this amount might be insufficient to cover the financing gap given the amounting 

expenditure pressures and tight budget with limited room for expenditure cuts.  

 

 

3.4.1 Public Debt  

The provisional total public debt stock as at end October 2019 stood at Shs. 49,055.6 billion, an 

increase of 3.8 percent compared to a decline of -0.3 percent the previous year. The increase in the 

stock of total public debt between June 2019 and October 2019 was mainly due to a 7.3 percent 

increase in the public domestic debt. However, the public external debt maintained a dominant share of 

64.6 percent of the total public debt.  

 

Although Uganda’s debt remains largely sustainable, some risk indicators, especially the public domestic 

debt refinancing risk indicators slipped outside the Public Debt Management Framework (PDMF 2018) 

medium- term benchmarks as at end October 2019, which pointed to the existence of roll over risk for 

domestic debt. (Table 4). 

 

 Table 4: Public Debt Developments 

 PDMF Oct’18 Jun-19 Oct’19 

Percent maturing in 1 year 
<30% 40.1 36.5 35.4 

Percent maturing in any year 

after year 1 
< 15% 

12.9%; 6.1 

%, for maturities in 2 and 3 

years respectively, and 

remainder for 

maturities beyond 3-years 

14.4%; 9.1%, for maturities 

in 2 and 3 

years respectively, and 

remainder for 

maturities beyond 3-years 

11.4 %;  9.2%, for maturities 

in 2 and 3 

years respectively, and 

remainder for 

maturities beyond 3-years 

Average Time to Maturity 

(ATM) (yrs) 

o/w TBonds 

>5Yrs 

 

 

 

3.8 

 

 

4.9 

3.9 

 

 

5.0 

4.2 

 

 

5.4 

Source: Bank of Uganda 
 
 
 
 
 

3.5  Balance of Payments and Exchange rates 

The overall balance of payments position weakened in the 12 months to October 2019. The current 

account deficit increased by 45.1 percent to US$3,290.2 million, largely driven by higher private sector 

imports that grew by US$801.9 million during the year. The trade deficit rose by 21.7 percent to US$ 

2,783.9 million, largely on account of the US$850.2 million increase in the import bill that surpassed the 
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US$352.9 million growth in exports receipts. 

 

On a quarterly basis, the current account deficit widened slightly by US$9.3 million to a deficit of 

US$820.5 million during the quarter ended October 2019. This was mainly driven by increased services 

deficit, largely on account of payments for technical services (public infrastructural projects). The 

capital account increased by US$ 20.7 million to US$ 28.4 million in the quarter ended October 2019.  

 

The financial account inflows increased by US$1,119 million in the 12 months to October 2019 

supported mainly by an increase in FDI inflows and significant drawdown of deposit abroad by banks 

and the private sector. However, on a quarterly basis, the financial account surplus deteriorated by 

US$203.3 million in the quarter ended October 2019. This decline was largely on account of lower 

direct and other investment flows, specifically lower loan disbursements to both the private and 

government sector.  

 

The financial account surplus was insufficient to finance the deficit on the current account, resulting in 

a drawdown in reserve assets of US$ 32.8 million during the quarter to October 2019 as depicted in 

Figure 8. On an annual basis, the increased financial account surplus in the 12 months to October 

2019 was also insufficient to finance the high current and capital account deficit recorded in the year, 

leading to a drawdown in reserve assets by US$ 34.6 million. The stock of reserves as at the end of 

October 2019 stood at US$ 3,155.5 million – equivalent to 4.1 months of future imports of goods and 

services. 
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Figure 8: Developments in Overall Balance of Payments and Main Components 

 

 

In terms of outlook, the current account deficit is projected to improve marginally during FY2019/20, 

relative to the previous year, resulting in a deficit of US$3.2Bn (from 9.7 percent to 9 percent of GDP, 

y-o-y). However, the financial surplus (on account of FDI and project loans) is projected to reduce to 

US$2.9 billion. The FDI projection has been revised downwards on account of the low investor 

confidence stemming from uncertainty in the oil sector and the delayed Final Investment Decision 

(FID) on oil-related investments.  

 

 

3.5.1 Exchange Rate Developments 

 

The Uganda shilling remained relatively stable with an appreciation trend against the US Dollar despite 

the strengthening of the US Dollar against major international currencies. In the three months to 

November, the shilling appreciated by 0.5 percent compared to the previous quarter. Similarly, on a 

year-on-year basis, the shilling appreciated by one per cent in November 2019 to UGX3, 697.4/US$.  

The relative stability is attributed to net forex supply in the IFEM due to export receipts, strong inflows 

from offshores, NGOs and amidst relatively subdued demand.  

 

On a trade-weighted basis, the nominal effective exchange rate (NEER) appreciated by 1.5 year-on-year 

and 1.2 per cent quarter-on-quarter. In real terms, the Real Effective Exchange rate (REER) 

depreciated by one per cent month-on-month and appreciated by 4.2 percent year-on-year in the 
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quarter to October 2019. The Real exchange rate appreciation of the shilling is to a large extent driven 

by a nominal appreciation of the shilling which bonds well with the low domestic inflation environment 

as depicted in Figure 9. 

 
Figure 9: Bilateral Exchange rate (UGX/USD), Inflation Differential and REER  

 
Source: Bank of Uganda 

 

 

On the regional front, the Rwanda franc depreciated by 0.5 per cent on average to RWF 916.3 per US 

dollar in October 2019 while the Tanzania shillings remained broadly stable at TZS 2, 300.6 per US 

dollar. On the other hand, the Kenya shilling   appreciated by 1.2 per cent to an average of KES 102.4 

per US dollar as depicted in Figure 10. 

 

 

Figure 10: Selected EAC Partner States’ Exchange Rates ( MoM, per cent Change) 

 

 Source: Bank of Uganda 
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Going forward, the exchange rate may remain relatively stable in the short run with a bias towards an 

appreciation on account of the expected high remittances during the festive season. However, in the 

medium term the exchange rate may weaken on account of the weakening current account balance. 

This could be heightened by the volatility in the global financial markets and policy uncertainty 

including Brexit that could lead to capital reversals on account of flight to safety. 

 

Conditions in the interbank foreign exchange market (IFEM) enabled BoU to purchase USD 329.4 

million for reserve build-up in the period July to November 2019.  Taking into account targeted sales to 

Uganda Electricity Transmission Company Limited (UETCL), the net BoU action in the IFEM during 

the quarter was a purchase of USD 290.5 million.  

 

 

 3.6 Domestic Economic Activity 

In October 2019, the Uganda Bureau of Statistics (UBOS) released new GDP series, with FY 2016/17 

as based year. Before discussing the growth outlook, the following paragraph first discuss the need for 

rebasing and it implications on macroeconomic indicators.   

 

3.6.1 Rebasing GDP 

Why rebase GDP? 

First, rebasing is necessary in order to incorporate changes in the structure of the economy and the 

emergence of new activities/demise of other activities into the value of output. Second, since relative 

price change over time, it is important to update the base year prices to reflect current prices of 

economic activities. Third, there is need to adopt the revisions to methods and standards in the 

compilation of GDP in compliance with the revisions to the System of National Accounts (SNA). 

Indeed, the UN Statistical Commission (UNSC) recommends rebasing of GDP every 5–10 years. . 

 

Historical Perspective of Rebasing GDP in Uganda:  

Uganda has always rebased her GDP in line with the changing structure of economic activity and the 

need to comply with new classifications for industry and products – International Standard Industrial 

Classification (ISIC). Since FY 2000/01, GDP has been rebased 3 times namely: Base Year 2001/02, 

Base Year 2009/10 and Base Year 2016/17. In FY 2013/14, rebasing from Base Year 2001/02 to Base 

Year 2009/10 increased GDP by 13.1 percent. In FY 2018/19, rebasing from Base Year 2009/10 to 

Base Year 2016/17 increased the economy by 18.3 percent. Both nominal and real GDP are higher 

than in the previous series. Real GDP growth is higher for FY 2018/19 and Per capita income 

increased by the same margin as nominal GDP (Table 5). 
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Table 5: GDP Comparison by Base Year   

 
Source: UBOS 
 

Structure of the New GDP Series  

The rebasing resulted into a structural change in the composition of economic activity largely reflecting 

the emergence of new activities. The share of Agriculture, forestry and fishing declined to 21.9 percent 

down from about 24 percent. The share of industry rose to 27.1 percent from about 20 percent, with 

share of manufacturing increasing to about 15.5 percent from 7.7 percent while the share of services 

declined to 43.6 percent from about 51 percent. Further decomposition of economic growth indicates a 

substantial share of the informal sector in the economy, characterized by small scale production units 

with low level of organization; unincorporated enterprises owned by households, which produce at least 

some products for the market. 

 

Implications for macroeconomic indicators 

Rebasing GDP has implications for macroeconomic indicators as well (Table 6). Specifically, financial 

deepening and development indicators worsen; exports as a ratio of GDP worsens; current account 

deficit as a percentage of GDP improves; fiscal deficit as a percentage of GDP improves; the tax–to-

GDP ratio lowers, requiring stronger tax effort that could negatively impact aggregate demand; and 

public debt ratio as a percentage of GDP improves, giving Government has more fiscal space and may 

give Government high appetite for debt. 

 

 

 

 Item

 FY

 2014/15

 FY

 2015/16

 FY

 2016/17

 FY

 2017/18

 FY

 2018/19

GDP (Current Prices – Billion shillings) 
     

    BY = 2016/17      90,840       99,734      108,518    119,907     128,499  

    BY = 2009/10      76,517       83,091        91,718    100,586     110,945  

GDP (Constant Prices)      

    BY = 2016/17      99,681     104,447      108,518    115,197     122,694  

    BY = 2009/10      53,279       55,826        57,983      61,550       65,279  

Real GDP growth      

    BY = 2016/17           5.2            4.8            3.9           6.2            6.5  

    BY = 2009/10           5.2           4.8           3.9          6.2           6.1 

GDP Per capita (Current prices - ‘000))      

    BY = 2016/17         2,598        2,779         2,940       3,160        3,295 

    BY = 2009/10        2,188        2,316         2,485       2,651        2,819 
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Table 6:  Comparison of Macroeconomic Indicators for FY 2018/19 

 
Base Year 2009/10 Base Year 2016/17 

GDP at market Price (billions Ushs) 109,945 128,499 

 
Percent of GDP 

Financial Sector Indicators 
  

M3 22.2 18.9 

Savings and Time deposits 9.1 7.8 

Private Sector Credit 14.4 12.4 

Balance of payments 
  

Current Account Balance -11.5 -9.7 

Exports (Goods) 13.3 11.4 

Imports (goods) 22.8 19.5 

Foreign Direct Investment 5.9 5.0 

Fiscal 
  

Fiscal deficit -5.8 -5.0 

Tax Revenue 14.7 12.6 

Grants 1.1 0.9 

Total Expenditure 22.1 18.9 

Public Debt/GDP ratio 44.1 37.0 

Source: Bank of Uganda 
 
 
 

3.6.2 Economic Performance 

The economy is projected to have grown by 6.5 percent FY 2018/19. Nonetheless, high frequency 

indicators show there was some moderation of economic activity since the beginning of 2019. The 

BoU’s Composite Index of Economic Activity (CIEA) is estimated to have increased by 1.4 percent in 

the three months to October 2019.  However, the average growth is lower than the average of 1.7 

percent for the quarter to July 2019 and 3.0 percent for the quarter to October 2018 (Figure 11).  
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Figure 11: Quarterly Changes in the CIEA 

 

Source: Uganda Bureau of Statistics 

 

Nonetheless, there were positive growth rates in all the major economic sectors. Agricultural production 

is estimated to have increased at 0.3 percent in the three months to October 2019 compared to 0.2 

percent in the three months to July 2019. On an annual basis, agricultural output grew by 1.7 percent in 

the 12 months to October 2019. Industrial activity in the quarter to October 2019 grew at a rate of 1.1 

percent higher than 0.1 percent growth in the quarter to July 2019, but lower than 2.0 percent in the 

quarter to October 2018, due to increased activity in the manufacturing sub-sector. On annual basis, 

industrial activity grew by 3.9 percent. In the three months to October 2019, activity in the services 

sector increased at a higher rate of 2.0 percent compared to 1.2 percent in the three months to July 

2019, but lower than 2.7 percent in the three months to October 2018, mainly driven by growth from 

transport & communication, and government services sub-sectors. On an annual basis, the sector grew 

by 6.0 percent.  

 

Growth is forecast to remain strong within the range of 5.5-6 percent in FY2019/20 with growth 

projections of 6 percent in the outer years (2020-2024). This projection is lower than the earlier 

projection of 6.5 percent partly reflecting the effects of global developments and the delays in the Final 

Investment Decision (FID). There are a number of risks related to the growth projection including the 

increase in global tensions and uncertainty, coupled with the deceleration of world growth and a 

decrease in trade volumes. In addition, the slowdown in private sector credit, lower imports, and capital 

and raw material imports could put downward pressure on growth. Although weather conditions could 
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hinder growth in the agricultural sector, investment could expand at a moderate pace in FY2019/20-

FY2020/21. 

 

 

3.7 Consumer Price Inflation 

 

3.7.1 Recent Inflation Developments 

Inflation remains subdued largely on account of a relatively stronger exchange rate, benign domestic 

demand conditions, favourable weather conditions leading to low food prices and weak global inflation. 

Nonetheless, the annual headline and core inflation edged up slightly to 3.0 and 2.9 per cent in 

November 2019 from 2.5 and 2.6 percent in October 2019, respectively. As depicted in Figure 12, the 

rise in headline inflation was on account of continued rise in the energy fuel and utilities (EFU) inflation 

and recovery in food crops and related inflation.  

 

EFU inflation accelerated to 7.4 in November 2019 from 5.1 percent in October due to a rise in 

charcoal prices. Charcoal prices increased by 25 percent which overwhelmed the negative inflation for 

liquid fuels and electricity. Similarly, Food crops and related items inflation rose to zero percent in 

November from minus 0.9 per cent in October. 

 

The increase in core inflation on the other hand was driven by inflation in the other goods inflation, 

specifically process food and second hand cars.  The relative stability of services inflation at 1.5 percent 

for the last couple of months is a reflection of benign domestic demand conditions. The picture painted 

above seems to indicate that the forces driving the recent uptick in inflation may be temporary and thus 

could remain subdued going forward at least in the near term.   
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Figure 12: Domestic Inflation Developments  

 

Source: Uganda Bureau of Statistics (UBOS) 

 

3.7.2 Inflation Outlook 

The inflation outlook remained broadly unchanged from the October 2019 projection. Annual core 

inflation and headline inflation are projected to remain below 5 percent in the near term. However, core 

inflation is projected to converge to the target of 5 percent in the medium-term as depicted in Figure 

13. Nonetheless, the forecasts are susceptible to a number of risks. On the downside, low commodity 

prices, a decline in global inflationary pressures coupled with slackened global growth could lead to 

lower domestic inflation. However, on the upside, worsening weather conditions could lead to higher 

food crop inflation. In addition, the instability in the global financial markets and uncertainty during the 

election period could lead to a depreciation of the exchange rate, which could translate into higher 

inflation. Lastly, a rise in fiscal deficit could also lead to inflationary pressures going forward.  

 

Figure 13: Inflation Outlook 

 

Source: Bank of Uganda 
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4 Conclusion 

The economy remains strong despite early indications of economic growth moderation in 2019. 

However, growth remains strong in range of 5.5-6 percent in FY2019/20. Growth projections in outer 

years suggest growth average of about 6 percent during 2020-2024 lower than the earlier projection of 

6.5 percent, in partly reflecting the effects of global developments and delay in FID in the oil sector. 

There are a number of risks related to the growth projection including the increase in global uncertainty 

coupled with the deceleration of world growth and trade frictions. In addition, the slowdown in private 

sector credit, contracting exports and capital and raw material imports, and unpredictable weather 

conditions could put downward pressure on growth. GDP growth could therefore weaken and result in 

the widening of the output gap which would result in reduced inflationary pressures.  

 

Inflation remains subdued on account of a relatively stronger exchange rate, benign domestic demand 

conditions, favourable weather conditions and weak global demand conditions. The inflation outlook 

remained broadly unchanged from the October 2019 projection. Annual core inflation and headline 

inflation were projected to remain below 5 percent in the near term. Core inflation is forecast to 

converge to the target of 5 percent in the medium-term. There are downside risks associated with the 

forecasts including, low commodity prices, a decline in global inflationary pressures coupled with 

slackened global growth. However, worsening weather conditions, higher fiscal deficit, the instability in 

the global financial markets and uncertainty during the election period constitute elevated upside risks 

to the inflation outlook. 

 

Given the outlook and the current information set, the evaluation of the macroeconomic 

developments, suggests that at the current CBR, monetary policy stance is accommodative and that 

inflation will converge to the target in the medium term while supporting growth. Moreover, given the 

easing of monetary policy in October 2019, and the long and variable lags in the monetary policy 

transmission mechanism, the BoU maintained the CBR at 9 percent in December 2019. The band on 

the CBR was maintained at +/-3 percentage points and the margin on the rediscount rate at 4 

percentage points on the CBR. Consequently, the rediscount rate and the bank rate remained at 13 

percent and 14 percent, respectively. 

 

The BoU will continue to assess the balance of risks to domestic growth and inflation, to ensure that 

monetary policy decisions remain consistent with price stability while being supportive of sustained 

non-inflationary economic growth over the medium-term. 


