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Overall, systemic risks to the financial sector remain heightened largely due to the impact of the adverse external 

sector developments, inflationary pressures, and restrictive monetary policy stance by most central banks, which 

continue to pass through to the domestic macroeconomy and financial system. The necessary tightening of global 

and domestic monetary policy has resulted in higher domestic funding costs and challenging liquidity conditions 

for supervised financial institutions (SFIs), and it could increase borrowing costs if sustained over the medium 

term. Nevertheless, SFIs still hold strong capital and liquidity buffers reinforcing their resilience to most near-term 

risk, and coupled with Bank of Uganda’s policy actions, these should support the financial system to weather the 

ongoing shocks.  

 The Macro-Financial Environment 

Global and regional economic activity remained 

sluggish in the quarter ended September 2022, on 

account of persisting high inflation, geopolitical 

tensions in Russia and Ukraine as well as the DRC, and 

threats of further COVID-19 outbreaks especially in 

China. The International Monetary Fund (IMF) 

forecasts global growth to slow to 3.2 percent for 2022 

and 2.7 percent in 2023, and projects global inflation to 

reach 8.8 percent in 2022.1 Advanced economies have 

continued to tighten monetary policy in order to  curb 

heightened inflationary pressures, and this has led to 

further  tightening of funding conditions and exchange 

rate depreciation pressures for the developing countries 

including  Uganda, with associated pick-up in offshore  

capital outflows. In Uganda, between June 2022 and 

September 2022, offshore investors’ holdings in the 

domestic financial system declined by 21.6 percent or 

UGX 794.4 billion, from UGX 3,771.8 billion to UGX 

2,977.4 billion, but have since started to pick up. 

The adverse global developments have impacted on the 

financial sector through several channels. First, they 

 

1 International Monetary Fund, World Economic Outlook report 

October 2022.   

have compounded Uganda’s inflation, with the 

headline inflation hitting 10.7 percent in October 2022, 

which is the highest level since 2012. Secondly, the 

uptick in net offshore outflows has contributed to 

adverse liquidity risk for some banks. To curb the 

sustained domestic inflationary pressures, Bank of 

Uganda (BOU) continued to tighten monetary policy 

by increasing the Central Bank Rate (CBR) from 7.5 

percent in June 2022 to 10.0 percent in early October 

2022. As the said policy action passes through to the 

financial system, it is likely to increase domestic 

funding costs for banks, and lending rates on loans by 

households and corporations. 

On a positive note, indicators showed signs of recovery 

in overall economic activity during the quarter on 

account of increased industry activity.2 The Composite 

Index of Economic Activity (CIEA) grew by 0.7 

percent in the quarter to September 2022. 

Going forward, the performance of the financial sector 

will depend on the direction of global and domestic 

economic activity, the control of inflation, and the 

effective control of the Ebola outbreak. BOU continues 

2 BOU Monetary Policy Statement October 2022. 

http://www.bou.or.ug/
mailto:info@bou.or.ug
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to monitor the stability of the banking sector and stands 

ready to implement prudential and regulatory measures 

to address emerging risks and to foster financial system 

stability. 

Figure 1: Monetary policy rates for selected countries 

(Percent) 

 
Source: BOU 

 Performance of Banking Institutions 

 Lending Activity and Credit Risk 

Credit risk remained unchanged from the last 

quarter and was driven by the rise in the cost of 

borrowing while economic growth remains slow. 

Credit growth remains subdued, largely reflecting 

the slow pace of economic growth, and risk aversion by 

banks. Total loans by all supervised financial 

institutions (SFIs) grew by 3.2 percent in the quarter 

ended September 2022, a decline from the 4.0 percent 

growth in the quarter ended June 2022.3 Decomposition 

by type of SFI indicates that for commercial banks, the 

increase in loans was 3.3 percent or UGX 615 billion 

to UGX 19.2 trillion in September 2022, mainly  

attributed to new net loan extensions of UGX 282.1 

billion,  UGX 206.9 billion  in net capitalized interest 

on loans that fell due but remained unpaid, and UGX 

126.0 billion for revaluation effects on  foreign-

currency denominated loans.  

For credit institutions (CIs) and microfinance deposit-

taking institutions (MDIs), gross loans grew by 0.9 

 
3 SFIs: commercial banks, credit institutions, and microfinance 
deposit-taking institutions, regulated by BOU. 

percent to UGX 260.1 billion and by 5.4 percent to 

UGX 443.3 billion, respectively over the quarter.  

By sector, credit granted during the quarter was mostly 

to trade (7.2 percent), business services (12 percent), 

and household sectors (7.4 percent). 

Figure 2: Quarterly changes in banks’ loans (UGX 

billion) 

 
Source: BOU 

Asset quality is likely to remain a concern in the 

short- to medium-term, as rising lending interest rates 

coupled with slow economic growth could lead to a 

potential rise in borrowers’ debt burden. Nevertheless, 

as at September 2022, the industry ratio of non-

performing loans (NPLs) to total loans (NPL ratio) for 

banks, which is a key indicator of credit risk, remained 

stable at 5.2 percent compared to 5.3 percent in June 

2022. The NPL ratios for CIs and MDIs also reduced 

to 4.9 percent and 6.1 percent from 6.1 percent and 6.8 

percent in June 2022, respectively. This is despite BOU 

projections in the previous Reports for March and June 

2022, where NPLs were anticipated to rise gradually.  

The stability of the NPL ratio vis-a-vis previous 

forecasts reflects several factors; first, banks continued 

to proactively provision for bad loans and also 

increased write-offs on bad loans during the quarter 

amounting to UGX 128.9 billion, up from UGX 102.8 

billion in June 2022 as they continue to prudently 

clean-up their loan books of impaired loans. Secondly, 

it reflects the slower-than-projected growth in lending 

by banks.   

0

2

4

6

8

10

Jan 22 Mar-22 May-22 Jul-22 Sep-22 Nov-22

Uganda Kenya

United Kingdom United States

China

-5

0

5

10

-1,000

-600

-200

200

600

1,000

Sep-18 Sep-19 Sep-20 Sep-21 Sep-22

Net FX revaluation effect
Net capitalised interest
Net extensions
Gross loans (%)



Page 3/11 

 

Figure 3: SFIs’ NPL ratios (Percent) 

 
Source: BOU 

Box 1: Update on the Credit Relief Measures 

Program 

The targeted COVID-19 Credit Relief Measures 

(CRM) program for the education and hospitality 

sectors, which was instituted for one year effective 

1st October 2021 to assist the said sectors to recover 

from the effects of their prolonged lockdown 

measures, ended on 30th September 2022. This 

effectively ended all the COVID-19 credit relief 

measures implemented by BOU during the 

pandemic. Indicators show that the program 

achieved its objectives and supported financial 

stability through the pandemic:  

▪ Approximately 40.1 percent of total banking 

sector loans valued at UGX 7.6 trillion benefitted 

from the program between April 2020 and 

September 2022. 

▪ As at end-September 2022, the stock of loans that 

remained under the credit relief program had 

reduced to UGX 1.8 trillion, equivalent to 9.2 

percent of gross loans. 

▪ However, it is clear that some borrowers 

continue to face challenges in resuming loan 

repayments even after accessing the credit relief. 

As a result, the value of CRM loans that were in 

default by at least one instalment increased from 

UGX 978.2 billion in June 2022 to UGX 1.1 

trillion at end-September 2022 (5.8 percent of 

total bank loans). This trend is indicative that the 

said loans may have been permanently impaired 

by the pandemic, and SFIs may have to write 

them off as they fall due. As a mitigation 

measure, BOU continues to engage the affected 

SFIs to ensure they proactively make provisions 

to cover potential losses. In addition, solvency 

stress tests conducted by BOU indicate that most 

SFIs are resilient to those potential losses.  

To further mitigate credit risk, The Financial 

Institutions (Credit Reference Bureau) Regulations 

2022 were gazetted on September 30, 2022. The 

regulations will expand access to credit reference 

services to other non-regulated credit providers such as 

utility companies and private corporations and regulate 

the competitive market. It envisaged that this will 

facilitate the implementation of a credit scoring system 

and enable good borrowers to access credit at lower 

rates. 

 Funding and Liquidity Conditions 

Liquidity risk remained heightened on account of 

the continued tightening in global and domestic 

funding and liquidity conditions, and BOU policy 

actions.  

Reflective of these trends, the cost of wholesale 

funding in the shilling interbank and swap markets 

increased. The average spread between the 7-day 

interbank rate and the CBR increased from 0.5 percent 

in the quarter ended-June 2022 to 1.6 percent in the 

quarter-ended September 2022, while average spread 

between the 7-day swap implied rate and the CBR also 

increased from 2.4 percent to 4.5 percent over the same 

period (Figure 4). 

Figure 4: Spreads between interbank market rates and 

the central bank rate (percent) 

 
Source: BOU 

On liquidity, the banking sector continued to hold 

strong liquidity buffers. The banks’ consolidated 

Liquidity Coverage Ratio (LCR), which measures the 

ability of banks to withstand a 30-day liquidity stress 
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period, remained well above the prudential level of 100 

percent but decreased from 184.5 percent to 169.5 

percent. All banks, but two, met the minimum 

prudential LCR requirement.. The decrease was largely 

attributed to a decline in the aggregate industry stock of 

high-quality liquid assets (HQLA), as banks drew 

down their investment securities to meet liquidity 

needs. Relatedly, the banks’ aggregate ratio of liquid 

assets-to-deposits (liquidity ratio) decreased from 46.5 

percent to 38.5 percent, over the quarter ended 

September 2022. Similarly, for MDIs, the aggregate 

liquidity ratio reduced from 63.8 percent to 59.6 

percent but increased for CIs, from 54.9 percent to 72.8 

percent. Nonetheless, all SFIs met the liquidity ratio 

minimum regulatory requirement of 20.0 percent for 

banks and CIs, and 15.0 percent for MDIs. 

Figure 5: SFIs’ aggregate liquidity ratios and LCR 

(Percent) 

 
Source: BOU 

Going forward, studies by BOU show that most banks 

hold adequate liquidity buffers to fund anticipated and 

contractual liquidity needs, as well as emerging risks 

including any pick-up in offshore capital outflows, 

increase in NPLs and the effects of further tightening 

of monetary policy. 

To mitigate these risks, BOU allowed banks to access 

overnight liquidity from the Central Bank through the 

Standing Lending Facility (SLF) at 200 basis points 

above the CBR since July 2020, while any solvent 

banks facing temporary liquidity distress may access 

the Emergency Liquidity Assistance (ELA) facility that 

was operationalized in June 2022.  

 Profitability and Capital Adequacy 

The banking sector remains well capitalized and 

resilient to emerging global and domestic shocks. 

Aggregate profitability remained strong but 

registered a declining trend for the quarter ended 

September 2022, largely due to a rise in provisions 

for bad loans and higher interest expenses.  

The aggregate commercial banks’ aggregate net profit-

after-tax (NPAT) reduced by 9.4 percent to UGX 299.0 

billion in the quarter ended September 2022. The 

reduction in NPAT was mainly due to increases in 

provisions and interest expenses. 

MDIs’ aggregate NPAT reduced by 80.7 percent, from 

UGX 6.0 billion for the quarter ended June 2022 to 

UGX 1.2 billion for the quarter ended September 2022, 

largely due to provisions for impaired loans. CIs’ 

profitability has been affected by necessary provisions 

for legacy loans impaired by the pandemic. However, 

the CIs’ aggregate net loss-after-tax reduced by 91.1 

percent to UGX 126.9 million from a UGX 1.4 billion 

loss for the June 2022 quarter. 

Figure 6: Quarterly changes in banks’ earnings (UGX 

billions) 

 
Source: BOU 

Aggregate SFIs’ capital adequacy remained strong 

during the quarter. The commercial banks’ aggregate 

core capital–to–risk-weighted assets ratio (core CAR) 

and total capital–to–risk-weighted assets ratio 

improved marginally from 21.43 percent to 21.44 

percent and 22.8 percent to 22.9 percent respectively, 

over the quarter ended September 2022. CIs’ aggregate 

core CAR rose from 12.4 percent to 15.9 percent driven 

by a capital injection at one CI, while MDIs’ core CAR 

reduced slightly from 38.6 percent to 38.1 percent. All 

SFIs, except one CI, were compliant with the minimum 

core CAR regulatory requirement of 10.0 percent for 

banks and CIs and 15.0 percent for MDIs. Additionally, 
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all SFIs except one complied with the capital 

conservation buffer (CCB) requirement of 2.5 percent. 

Furthermore, all five domestic systemically important 

banks (DSIBs) met the regulatory capital adequacy 

requirements, including the CCB and their respective 

systemic risk buffers. Details on the buffers are 

provided in the Appendix. 

While SFIs still maintain strong capital buffers, going 

forward, a continuation of challenging macroeconomic 

conditions and inflationary pressures over the short 

term could increase SFIs’ expected credit losses and 

thus affect their capital reserves and solvency. SFIs will 

be expected to indicate their capital resilience to 

emerging risks through the internal capital adequacy 

assessment process (ICAAP) that is due at end-

December 2022. In the meantime, BOU continues to 

monitor SFIs’ solvency and resilience to the evolving 

risks and engage them to ensure ongoing compliance 

with the regulatory capital requirements and other 

macroprudential policy measures.  

Figure 7: SFIs’ core capital adequacy ratios (Percent) 

 
Source: BOU 

Box 2: Update on the increase of minimum paid-up 

capital for SFIs 

On 16th November 2022, the Honourable Minister of 

Finance, Planning, and Economic Development signed 

the statutory instrument for increasing the minimum 

paid-up capital requirement for commercial banks, 

credit institutions, and MDIs. BOU had announced the 

increase in 2021, with the aim of aligning bank capital 

with the growth in GDP since the last revision (yet 

paid-up capital had remained static), evolving and new 

risks of banking business, enhancing competitiveness 

in the regional financial services market, reducing 

regulatory arbitrage, building capacity to fund national 

projects, and to support monetary policy transmission 

and financial sector stability.  

Table 1 below outlines the phase-in period for the 

revised minimum paid-up capital requirements for all 

SFIs. By end-June 2023 and onwards, commercial 

banks, credit insitutions, and MDIs will be required to 

hold minimum paid-up capital amounting to UGX 150 

billion, UGX 25 billion, and UGX 10 billion, 

respectively.  

Table 1: Phase-in of revised minimum paid-up capital 

requirements (UGX billion) 

 Current 

By 31st 

Dec-2022 

By 30th 

Jun-2022 

Commercial 

Banks 25.0 120.0 150.0 

Credit 

Institutions 1.0 20.0 25.0 

MDIs 0.5 8.0 10.0 

In terms of compliance, as at end-September 2022, 

most SFIs had taken proactive steps and are already 

compliant with the enhanced requirement. 

 Structural Risk 

Banking sector concentration continued to decline from 

the previous quarter as indicated by the Herfindahl–

Hirschman Index of banks’ assets which reduced by 5.7 

percent in the quarter ended September 2022. The five 

largest banks, also DSIBs, accounted for 57.4 percent 

of total banking sector assets, a reduction from 58.5 

percent in June 2022. The improvement in the index 

points towards increased market competitiveness as the 

industry becomes more diversified, which is expected 

to support financial sector soundness. 

Figure 8: Herfindahl–Hirschman Index of banks’ assets 

 
Source: BOU 

In order to address structural factors and improve 

corporate governance in banks, BOU implemented the 
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following measures during the quarter ended 

September 2022. 

▪ Enhanced Consolidated Corporate Governance 

Guidelines were issued to the sector on October 

14, 2022, and they will be implemented with 

effect from January 1, 2023. 

▪ BOU enhanced the Risk-Based Assessment 

Criteria for Vetting of Substantial 

Shareholders, Directors, and the Executive 

Management for SFIs, and they were gazetted 

on October 14, 2022 as part of the Financial 

Institutions (Amendment of 3rd Schedule). The 

improved criteria will strengthen the previous fit-

and-proper criteria of 2005, which were neither 

risk-based nor entailed comprehensive guidance 

on the vetting process, and strengthen risk 

management in the financial sector. 

 Payment Systems and Operational Risk 

 Systemically Important Payment Systems 

The systemically important payment systems (SIPS) 

operated without significant disruption during the 

quarter ended September 2022. SIPs include the 

Uganda National Interbank Settlement System 

(UNISS, the RTGS system), the Central Securities 

Depository (CSD) and the Automated Clearing House 

(ACH). One of the Mobile Money Operators 

experienced a significant disruption in October 2022 

and BOU has engaged the affected provider to ensure 

enhancing the robustness of the infrastructure against 

Cyber risk and related operational risk. 

 Digital Channels and Operational Risk   

The use of electronic payment systems continued to 

grow on both bank and non-bank platforms, as detailed 

in Table 2. For example, the value of internet and 

mobile banking fund transfers rose significantly by 

129.8 percent and 117.9 percent respectively while the 

value of mobile money transactions rose by 30.1 

percent to reach UGX 161.8 trillion in the year to 

September 2022. 

Table 2: Activity on digital payment platforms 

 Year ended Sept-21 Sept-22 
Percent 

Change 

Debit 

Cards 

Active number of debit 

cards (millions) 
2.7 3.4 25.9 

 Year ended Sept-21 Sept-22 
Percent 

Change 

Volume of payments 

(millions)  
5.1 6.6 29.4 

Value of payments (UGX 

billions) 
1,116.6 1,310.8 17.4 

Credit 

Cards 

Active number of credit 

cards 
10,930 9,324 -14.7 

Volume of payments 

('000s) 
179.0 296.6 65.7 

Value of payments (UGX 

billions) 
46.0 72.4 57.4 

Point of 

Sale 

POS (millions) 3.5 4.4 25.7 

POS (UGX billions) 842.2 810.6 -3.8 

Internet 

Banking 

Active number of users 

(millions) 
0.9 1.0 11.1 

Volume of fund transfers 

(millions)  
4.2 9.3 121.4 

Value of fund transfers 

(UGX trillions) 
45.5 104.6 129.8 

Mobile 

Banking  

Active number of users 

(millions) 
1.4 1.5 7.1 

Volume fund transfers 

(millions) 
44.5 40.6 -8.8 

Value Fund transfers 

(UGX trillions) 
7.8 17.0 117.9 

Mobile 

Money  

Number of transactions 

(billions) 
4.1 5.0 22.0 

Value of transactions 

(trillions) 
124.4 161.8 30.1 

Escrow account balances 

(UGX trillions) 
1.2 2.1 75.0 

Source: BOU 

The demand for digital payment services continues to 

be mainly driven by increased SFIs’ initiatives to 

promote their usage, a favorable regulatory 

environment that allows for innovation in digital 

payments and integration within several economic 

sectors including transport and trade.  

To foster safe operation and usage of digital financial 

channels, which is key to deepening financial inclusion, 

BOU is developing banking industry guidelines on the 

assessment and mitigation of cyber risks and will 

continue to engage the SFIs and payment system 

providers with a view to enhance cybersecurity and 

fraud surveillance.  

 Summary of Systemic Risks  

The risk dashboard shown in Table 3 summarizes the 

key drivers of systemic risks to Uganda’s banking 

sector, highlighting an assessment of risk severity 

during the quarter ended September 2022 and 

providing a projection of risk in the short-term.  
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Table 3: Direction of risk in the quarter ended 

September 2022 

Risk category 
Risk 

severity 
Risk  

direction  

Overall risk   
Macro risk   
Credit risk   
Liquidity risk   
Market risk   
Operational risk   
Profitability and solvency   

Structural/concentration risk   

Risk key: 

Severity High Moderate Low 

Direction Increasing Unchanged Decreasing 

Source: BOU 

 Policy Stance and Outlook for Financial 

Stability 

Overall, systemic risks to the banking sector remain 

heightened as the spill-over effects from external risk 

factors continue to pass through to the domestic 

macroeconomy and financial system, especially due to 

slow economic growth, inflation pressures, and 

tightening funding conditions.  

Going forward, the banking sector’s performance will 

depend on the robustness of domestic economic growth 

and macroeconomic conditions, as these affect 

households’ and businesses’ income. Furthermore, the 

direction of monetary policy, both domestic and in 

advanced economies, will influence domestic funding 

conditions, credit risk, and market risk for SFIs. 

BOU stands ready to appropriately implement or adjust 

policy measures to foster financial system stability as 

the economic shocks evolve. 
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 APPENDIX 

 Summary status of BOU policy measures for financial stability 

Type of risk Intermediate 

objective 

Tools/Instruments Effective Date Status 

Time-varying 

risk 

 

Resilience 

against COVID-

19 shock 

Covid-19 Credit Relief 

Measures 
April 2020 

Ended on  

30th September 2021 

Targeted Covid-19 Credit 

Relief Measures for Education 

and Hospitality Sectors 

October 2021 
Ended on  

30th September 2022 

Resilience 

against credit 

and other risks 

Capital Conservation Buffer. 

(2.5 percent of RWA) 

Applicable to Commercial Banks 

and Credit Institutions  

December 2021 

Ongoing 

Countercyclical Capital 

Buffer. 

(0.0 percent of RWA)  

Applicable to Commercial Banks 

and Credit Institutions  

December 2021 

Leverage Ratio: 6%/Total 

Assets. 

Applicable to Commercial Banks 

and Credit Institutions 

December 2021 

Loan to Value Ratio Limit: 85 

percent. 

Applicable to Commercial 

Banks, Credit Institutions and 

MDIs. 

May 2020 

Funding/ 

liquidity risk 

Liquidity Coverage Ratio: 

100.0 percent 

Applicable to Commercial Banks 

and Credit Institutions  

January 2014 

Ongoing 
Emergency Liquidity 

Assistance (ELA) 

Eligible for Commercial Banks 

and Credit Institutions 

1st June 2022 

Cross-

sectional risk 

Resilience of 

market structure 

• Enhanced disclosure 

requirements for DSIBs 

• Framework for Regulation 

of Domestic Systemically 

Important Banks. 

• Systemic Risk Capital 

Buffer for DSIBS of 0.0–3.5 

percent of RWA 

December 2021 Ongoing 

Enhance 

capacity to 

manage a 

financial crisis 

Crisis Management Plan 

(updating of the plan is 

underway).  

June 2012 
On-going 

Recovery Plans for DSIBs. June 2019 
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 Selected financial soundness indicators for commercial banks (Percent) 
 

Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 

Capital Adequacy 
     

Regulatory capital to risk-weighted assets 24.1 23.7 25.6 22.8 22.9 

Regulatory tier 1 capital to risk-weighted assets 22.6 22.2 24.2 21.4 21.4 

NPLs less specific provisions to capital  8.5 8.8 8.9 8.7 8.5 

Insider loans to total capital 2.3 2.3 2.2 2.6 1.8 

Total capital to total assets 18.1 18.0 18.3 17.2 17.6 

Leverage ratio 11.6 12.1 12.9 11.7 11.8 

Asset Quality 
     

NPLs to total gross loans 5.4 5.3 5.8 5.3 5.2 

Specific provisions to NPLs 46.5 42.7 42.3 43.4 44.8 

Earning assets to total assets 71.5 68.7 71.0 69.0 68.9 

Large exposures to gross loans 40.1 36.8 35.0 38.8 35.9 

Large exposures to total capital 93.5 86.8 80.6 93.7 87.8 

Earnings & Profitability (YoY) 
     

Return on assets 2.6 2.7 2.7 2.7 2.8 

Return on equity 14.9 15.6 15.4 15.5 15.6 

Net interest margin 10.1 10.4 10.3 10.2 10.4 

Yield on advances 14.4 14.2 14.3 14.4 14.4 

Cost of deposits 2.4 2.3 2.2 2.1 2.2 

Cost to income 72.6 71.8 72.2 72.1 71.6 

Overhead to income 48.7 47.6 47.9 48.1 48.2 

Liquidity 
     

Short term gap -24.5 -25.1 -27.4 -27.0 -26.6 

Liquid assets to total deposits 49.2 48.0 49.6 46.5 38.5 

Liquid assets to total assets 34.1 33.0 34.5 32.4 26.8 

Total loans to total deposits 60.8 61.9 60.5 59.8 62.1 

Interbank borrowings to total deposits 1.9 2.6 2.4 2.4 1.9 

Market Sensitivity 
     

Forex exposure to regulatory tier 1 capital  -7.6 5.8 -5.0 -8.3 -5.9 

Forex loans to forex deposits  59.8 60.4 58.1 62.3 59.5 

Forex assets to forex liabilities  86.4 98.9 92.6 95.3 94.3 

Source: BOU 

 

 

  



Page 10/11 

 

 Selected financial soundness indicators for credit institutions (Percent) 
 

Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 

Capital Adequacy 
     

Regulatory tier 1 capital to risk-weighted assets 15.3 14.7 13.7 12.4 15.9 

Regulatory capital to risk-weighted assets 16.5 15.4 14.6 13.3 16.9 

Specific provisions to core capital 23.2 27.1 23.1 19.7 11.3 

Insider loans to core capital  2.5 4.6 5.3 2.9 2.0 

Asset Quality 
     

NPLs to total gross loans 8.7 8.5 7.5 6.1 4.9 

Specific provisions to NPLs 48.8 55.7 52.7 51.6 47.8 

Total provisions to total loans 5.3 5.8 5.0 4.2 3.4 

Earning assets to total assets 83.0 83.6 84.4 84.7 86.5 

Large exposures to total capital 41.0 126.8 141.0 153.1 100.5 

Earnings & Profitability (YoY) 
     

Return on assets 0.3 0.7 -0.7 -1.3 -0.1 

Return on equity 2.2 4.3 -4.7 -8.9 -0.7 

Net interest margin 16.9 12.6 22.2 21.9 19.2 

Yield on advances 26.9 21.8 38.9 39.3 38.7 

Cost of deposits 4.4 3.5 7.0 6.9 8.1 

Cost to income 103.9 97.0 102.3 104.9 101.4 

Overhead to income 83.7 73.4 80.2 82.6 74.0 

Liquidity 
     

Short term gap 1.4 -2.6 -6.9 -3.4 4.0 

Liquid assets to total deposits 47.5 52.0 54.3 54.9 72.8 

Liquid assets to total assets 28.7 28.1 29.0 30.7 38.2 

Total loans to total deposits 95.8 104.2 105.6 98.5 93.4 

Note: The change in aggregate credit institutions’ positions between September and December 2021 was 

partly due to the upgrade of Post Bank (U) Ltd from a credit institution to a commercial bank during the 

quarter ended December 2021 

Source: BOU 
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 Selected financial soundness indicators for microfinance deposit-taking institutions (MDIs) 
 

Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 

Capital Adequacy 
     

Regulatory tier 1 capital to risk-weighted assets 36.4 38.6 39.3 38.6 38.1 

Regulatory capital to risk-weighted assets 39.2 41.1 41.8 41.3 40.9 

NPLs less specific provisions to core capital  8.3 3.3 3.0 2.9 2.1 

Asset Quality 
     

NPLs to total gross loans 17.4 10.1 8.0 6.8 6.1 

Specific provisions to NPLs 73.6 75.6 69.0 64.9 68.6 

Earning assets to total assets 57.8 58.6 58.6 58.3 63.1 

Earnings & Profitability (YoY) 
     

Return on assets -4.0 -0.7 4.5 3.8 3.1 

Return on equity -13.6 -2.3 15.1 13.0 10.6 

Net interest margin 15.0 20.3 5.6 11.4 16.8 

Yield on advances 16.1 27.2 10.2 19.3 27.3 

Cost to income 114.0 101.2 80.1 82.5 85.8 

Overhead to income 60.5 60.6 56.7 58.6 61.5 

Liquidity 
     

Liquid assets to total deposits 72.8 68.9 65.7 65.2 59.6 

Liquid assets to total assets 39.0 35.3 33.6 32.4 28.3 

Total loans to total deposits 71.3 73.3 67.4 69.1 77.7 

Source: BOU 

 


