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A NOTE ON FINANCIAL STABILITY  

The Bank of Uganda’s mandate is to foster macroeconomic and financial system stability. A stable financial 

system is one in which financial institutions carry out their normal function of intermediating funds between 

savers and investors, and facilitating payments. By extension, financial instability is a systemic disruption 

to the intermediation and payments processes, which has damaging consequences for the real economy. 

Financial stability analysis involves a continuous assessment of potential risks to the financial system and 

the development of policies to mitigate these risks. The early detection of risks to the financial system is 

necessary to give policy makers sufficient lead-time to take pre-emptive action to avert a systemic crisis.  

The Financial Stability Report (FSR) is intended to enhance the understanding of financial system 

vulnerabilities among policymakers, financial market participants and the public. By making the FSR 

available to the public, the Bank aims to stimulate debate on policies necessary to manage and mitigate 

risks to the financial system. A better public awareness of financial system vulnerabilities may itself serve 

to encourage financial institutions to curb activities that might exacerbate systemic risks and will also help 

to promote policy reforms to strengthen the resilience of the financial sector.   
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FOREWORD AND ASSESSMENT OF FINANCIAL STABILITY 

In line with its mandate of ensuring a sound financial system, Bank of Uganda (BOU) conducts regular 

monitoring and assessment of developments relevant to financial stability and the capacity of the financial 

sector to withstand various shocks, with the ultimate objective of implementing mitigation policy measures. 

The Financial Stability Report (FSR) provides BOU’s current assessment of the main systemic risks to the 

financial system.  

Macro financial conditions continue to be conditioned by the COVID-19 pandemic and related containment 

measures. The pandemic and its associated lockdowns induced an economic contraction, which resulted in 

loss of income for both households and corporations and adversely affected debt serviceability in the most 

affected sectors including education, hospitality, and real estate sectors. During the period, the adoption of 

digital payments and contactless financial services has continued to grow significantly partly to reduce the 

risk of Covid-19 transmission. These developments have resulted mainly in increased credit risk, liquidity 

risk and operational risk. In response to the risks to financial stability, BOU has continued to implement 

monetary and macroprudential policy measures aimed at safeguarding financial system stability, as well as 

supporting economic recovery. Notably, the Covid-19 Credit Relief Measures (CRM) program, SFIs were 

given permission to grant credit relief to borrowers affected by the pandemic, that was due to expire in March 

2021 was extended by six months to September 2021.   

Notwithstanding the heightened systemic risk, the financial sector on aggregate remains resilient to the 

pandemic shock, supported by BOU policy measures. Since the publication of the June 2020 FSR, the 

Supervised Financial Institutions (SFIs) have continued to cope relatively well with the challenging operating 

environment. The banking institutions remain adequately capitalized and liquid, which has cushioned them 

against the adverse effect of the lockdowns while all systemically important payment systems continued 

operating without any major disruptions. 

Going forward, the banking system’s resilience will be tested by the effect of several factors including the 

slow economic recovery, effect of tighter financial conditions on liquidity risk as advanced economies 

normalize policy interventions, and the projected rise in credit risk in the near term after the expiry of the 

CRM program. The above downside risks, and the unpredictable nature of the future trajectory of the 

pandemic and its economic stresses, makes it important that financial institutions are resilient, so that they 

are in a strong position to keep supporting their customers and the economy. BOU stands ready review the 

measures in place and take additional appropriate action as the pandemic evolves in order to safeguard 

financial sector stability. 

 

Emmanuel Tumusiime-Mutebile (Prof.) 

GOVERNOR 
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EXECUTIVE SUMMARY 

The Covid-19 pandemic and the containment measures put in place to suppress the spread of the virus have 

continued to impact economic activity around the world and in Uganda, with adverse implications for the 

financial condition of households and businesses. However, the increasing uptake of vaccination programs, 

ease of restrictions, and policy support initiatives have supported economic recovery.  

As the pandemic continues into its second year, rising government expenditure has increased the level of 

public debt in Uganda and across the East African Community (EAC) region amidst a decline in revenues 

and investment in infrastructure. In Uganda, the pandemic-related effects on global financial markets have 

continued to affect the domestic financial system. Offshore investor outflows coupled with market 

uncertainty, aggravated exchange rate volatility, and resulted in a sharp depreciation of the local currency. 

However, by June 2021, offshore investor activity had recovered to pre-pandemic levels. In addition, BOU 

policy measures, donor budget support and increased export revenue have helped to cushion any 

depreciation effects on the financial sector. 

Banks continue to hold strong liquidity and capital buffers, which have cushioned them against the impact of 

the initial pandemic lockdowns. The sector registered relatively strong aggregate earnings during the year 

to June 2021, supported by BOU’s restriction on dividend payments during the pandemic period, which 

contributed to boosting capital buffers. While credit risk remains elevated, the potential impact on banking 

sector stability has been relatively moderated by the broad BOU Covid-19 Credit Relief Measures (CRM) 

program which began in April 2020. To mitigate the fallout from adverse credit losses upon the expiry of the 

program on 30th September 2021, BOU granted exceptional permission for targeted credit relief for the 

education and hospitality sectors on account of the impact of prolonged pandemic lockdown measures on 

both sectors. The extended credit relief is to be implemented for a further 12 months ending 30th September 

2022. 

In the financial infrastructure, all systemically important payment systems operated without significant 

disruptions during the year to June 2021. During this period, the use of digital payments and financial 

services continued to grow significantly, partly due to on-going initiatives by the Government and supervised 

financial institutions (SFIs) to improve financial inclusion and financial sector development, and the 

increasing adoption of contactless payments options to reduce the risk of Covid-19 transmission. 

Going forward, the banking system’s resilience and performance will be tested by the slow and uneven pace 

in economic recovery, and the projected rise in NPLs in the near-term following the end of the broad-based 

BOU CRM program. Furthermore, tighter global financial conditions, as advanced economies normalize 

policy interventions, may affect domestic financial markets’ liquidity and funding conditions. Considering that 

the duration of the pandemic remains uncertain, it is expected that the risks to financial stability will remain 

heightened in the short term but reduce over the medium term. The outlook for financial stability remains 

dependent on the path and robustness of economic growth, the effectiveness of the pandemic containment 
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measures and the pace and coverage of vaccination at the global and domestic levels. Additional downside 

risks to the outlook include the emergence of new pandemic waves, potential shocks from the external sector 

in the form of disruptions to trade and supply channels, and tight global financing conditions. 

BOU remains mindful of the evolution of the adverse effects of the pandemic and stands ready to review the 

macroprudential policy measures in place and to take other appropriate measures as the pandemic evolves, 

to safeguard the stability of the financial system. BOU continues to enhance the regulatory and supervisory 

framework for the banking sector, and for the broader financial system in collaboration with other financial 

sector regulators and strategic partners. These measures also aim to align Uganda’s framework with 

international standards, in developing a resilient and efficient financial system.  
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CHAPTER 1: THE MACRO-FINANCIAL ENVIRONMENT  

The Covid-19 pandemic and the necessary containment measures put in place to suppress the 
spread of the virus have continued to impact economic activity around the world and in Uganda, 
with adverse implications for the financial condition of households and businesses. However, the 
increasing uptake of vaccination programs, ease of restrictions, policy support initiatives have 
supported economic recovery. The duration of the pandemic remains uncertain and the outlook for 
macro-financial risks depends on the pace of economic recovery. 

 
1.1 Global macroeconomic developments 

The global economy is projected to grow at 6.0 percent in 2021 and 4.9 percent in 20221. This growth is 

supported by the gradual recovery in industrial production and manufacturing as well as the services sector, 

especially in economies where infections are under better control (In particular, advanced economies are 

expected to grow by 5.6 percent in 2021 and 4.4 percent in 2022, which is a revision of growth projections 

of 5.1 percent and 3.6 percent, respectively. The projected uptick in growth is on account of the anticipated 

additional fiscal support in the second half of 2021 and improved health metrics. On the contrary, the 

prospects for emerging and low-income economies remain uncertain and growth is projected at 6.3 percent 

for 2021 and 5.3 percent for 2022. 

Chart 1). 

In particular, advanced economies are expected to grow by 5.6 percent in 2021 and 4.4 percent in 2022, 

which is a revision of growth projections of 5.1 percent and 3.6 percent, respectively. The projected uptick in 

growth is on account of the anticipated additional fiscal support in the second half of 2021 and improved 

health metrics. On the contrary, the prospects for emerging and low-income economies remain uncertain 

and growth is projected at 6.3 percent for 2021 and 5.3 percent for 2022. 

 
1 World Economic Outlook Update, July 2021, International Monetary Fund   
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Chart 1: Global activity indicators2 

 

Source: International Monetary Fund 

The divergent growth outlook across developed and emerging economies is largely on account of one key 

difference; differential access to and uptake of Covid-19 vaccines. In some advanced economies, a speedy 

vaccine rollout has helped bring down caseloads in a short time span. Nearly 40 percent of the population in 

advanced economies has been fully vaccinated compared to less than half that number in emerging 

economies and even less than 2 percent in low-income economies (Chart 2). As a result, economic recovery 

in the former is expected to further normalize in the second half of 2021, while the latter economies could 

face a combination of resurgent infections and rising death tolls. As such, the differences in the pace of 

vaccine rollout and policy support have created an environment where economic recovery may diverge even 

further over the medium term.  

In addition, two additional macro factors are likely to influence the direction of financial stability risks. First, 

as lock downs are reduced, it may take time for productive capacity to return to pre-pandemic levels. There 

is a risk that this could increase supply chain disruptions that are already starting to manifest, thereby driving 

up supply side prices especially for imported goods. Secondly, policy normalization and the need to curb 

inflation pressures in the advanced economies could witness a more rapid increase of interest rates 

compared to previous forecasts, which may result in tighter financial conditions and large portfolio outflows 

in emerging and low income markets including Uganda (Chart 3), thereby increasing the financial 

vulnerabilities in these economies.  The success and speed with which central banks contain the resulting 

inflationary pressures and manage the potential offshore outflows will determine the rate of pass through 

and impact of the above factors on the stability of the financial system. 

 
2 Three-month moving average, annualized percent change; deviations from 50 for purchasing manager’s indices (PMI). PMI above 

50 indicates expansion while below 50 indicates contraction. 



Financial Stability Report June 2021 | Bank of Uganda 14 

 

Chart 2: Vaccine courses (Percent of population as 
at July 6, 2021) 

 

 

Chart 3: Emerging markets and US policy rates 
(Percent) 

 

Source: International Monetary Fund 

 

1.2 Developments in the East African Region 

1.2.1 Overview of regional macroeconomic conditions 

The East African Community (EAC) comprises of Burundi, Kenya, Rwanda, South Sudan, Tanzania, and 

Uganda. The global Covid-19 pandemic has had differential implications for the region. In regard to economic 

growth in the year to December 2020, Burundi and Tanzania were more resilient and recorded real GDP 

growth of 0.3 percent and 2.0 percent respectively, while growth in Kenya, Rwanda and Uganda decelerated 

to -0.3 percent, -3.4 percent and -0.8 percent in 2020 (Table 1). Given that the EAC region is a strong market 

for Ugandan firms, the slowed pace of economic recovery is bound to continue adversely affecting the 

revenue and financial condition of enterprises in Uganda, until sustained and stronger economic growth is 

realized.  

Table 1: Real GDP growth rates in the EAC region (Percent) 

YEAR 2016 2017 2018 2019 2020 2021 - 
Projected 

Burundi -1.0 0.0 1.4 0.4 0.3 3.3 

Kenya 4.2 3.8 5.6 5.0 -0.3 6.6 

Rwanda 6.0 6.2 8.6 7.8 -3.4 5.1 

Tanzania 6.9 6.8 6.6 4.0 2.0 5.6 

Uganda 2.3 5.0 6.2 6.3 -0.8 5.5 

Source: EAC Partner States Central Banks 

 

As the pandemic continues into its second year, rising fiscal deficit and government expenditure has 

increased the level of public debt in the region amidst a decline in revenues and investment in infrastructure. 

By June 2021, Kenya’s public debt–to–GDP was highest at 74.8 percent, while in Uganda, Tanzania and 
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Rwanda, the ratio of public debt to GDP stood at 46.2 percent, 39.5 percent, and 71.3 percent, respectively. 

Overall, the rise in government indebtedness has been driven by the additional expenditure requirements to 

support the economic and health response to the pandemic, which necessitated higher-than-expected 

borrowing. Of concern is that the increase in public debt may increase domestic interest rates and stifle 

private sector credit growth. Moreover, the joint World Bank-IMF Debt Sustainability Analysis Report of May 

2020 elevated Uganda's risk of debt distress from low to moderate, citing an increase in risks and 

vulnerabilities in the next few years.  

Exchange rate-related risks have remained moderate across the EAC with only a slight depreciation against 

major international currencies, except for the Ugandan Shilling, which appreciated. Regarding inflation, 

besides in Kenya, inflation in the EAC countries decreased in the year to 2021, due to favorable weather 

conditions that supported agricultural production, as well as subdued aggregate demand and low global oil 

prices. This allowed the EAC Central Banks some headroom to pursue more accommodative monetary 

policies which has contributed to economic recovery and enabled the region to minimize the impact of the 

Covid-19 pandemic. As a result, EAC states either maintained or reduced their policy rates from June 2020 

to June 2021 (Table 2). 

Table 2: EAC Central bank rates and headline inflation rates 

YEAR June 2017 June 2018 June 2019 June 2020 June 2021 

Central Bank Monetary Policy Rate (%) 

Burundi 2.9 3.8 2.8 3.0 2.2 

Kenya 10.0 9.5 9.0 7.0 7.0 

Rwanda 6.0 5.5 5.0 4.5 4.5 

Tanzania 12.0 9.0 7.0 5.0 5.0 

Uganda 10.7 9.0 10.0 7.0 6.5 

Inflation Rate (%) 

Burundi 17.5 -1.1 -4.1 8.5 7.8 

Kenya 10.8 4.3 5.7 4.6 5.4 

Rwanda 6.2 3.0 0.4 8.7 0.7 

Tanzania 5.4 3.4 3.7 3.2 3.4 

Uganda 6.4 2.1 2.2 2.9 2.0 

   Source: EAC Partner States Central Banks 

1.2.2 Stability and performance of the banking sector in the region3 

The banking sector in the EAC region remained resilient to the pandemic and other shocks in the year to 

June 2021, supported by strong capital and liquidity buffers and decisive monetary and macroprudential 

policy interventions. 

▪ The total assets of banking institutions in the EAC grew by 4.6 percent from US$87.8 billion as at June 

2020 to US$91.8 billion as at June 2021. These assets were predominantly in the form of loans that 

 
3 The data for the regional comparison presented in this section is available in Appendix 4 of this Report. 



Financial Stability Report June 2021 | Bank of Uganda 16 

 

accounted for 47.0 percent, followed by government securities at 23.2 percent. 

▪ With the exception of Rwanda, credit growth decelerated compared to the previous year. The annual 

credit growth in Rwanda rose from 14.6 percent in June 2020 to 20.0 percent in June 2021. On the 

other hand, the credit growth in Burundi, Kenya, Tanzania and Uganda declined from 22.4 percent, 

7.9 percent, 4.2 percent and 13.0 percent to 9.0 percent, 3.3 percent, 0.6 percent and 7.0 percent 

respectively, over the same period. The decline in credit growth reflected both demand and supply 

factors driven by the disruptive impact of the pandemic on economic activity, as well as concerns by 

banks regarding asset quality.  

▪ Credit risk as measured by the ratio of non-performing loans to gross loans (NPL ratio) remained 

elevated as firms’ and households’ debt-service capacity was impaired by the pandemic induced 

slowdown in economic activity. In Rwanda, the NPL ratio deteriorated from 5.4 percent to 5.7 percent. 

However, Burundi, Kenya, Tanzania, and Uganda recorded a decline in the NPL ratios from 6.2 

percent, 13.1 percent, 10.8 percent and 6.0 percent to 4.8 percent, 12.3 percent, 9.3 percent and 4.8 

percent respectively, mainly on account of prudent loan write-offs. However, the anticipated adverse 

effect of the lockdown on loan quality is yet to materialise and has largely been masked by policy 

measures including loan restructuring and the temporary forbearance on loan provisioning.  

Chart 4: Aggregate ratio of NPLs to total loans in the EAC region (percent) 

 

 Source: EAC Partner State Central Banks 

▪ In spite of the slowdown in economic activity and elevated NPLs, banking institutions in the region 

have maintained strong loss absorption capacity, with capital and liquidity positions that were well 

above the minimum required positions. In Burundi, Tanzania and Uganda, the ratio of total regulatory 

capital to risk-weighted assets rose from 26.2 percent, 17.9 percent, and 22.7 percent to 29.0 

percent, 18.9 percent, and 23.5 percent, respectively. However, in Kenya and Rwanda, the ratio 

declined from 18.5 percent and 23.6 percent to 16.5 percent and 22.5 percent, respectively. 

Regarding liquidity, except for Burundi, the other regional countries held strong liquidity buffers, with 

liquidity ratios well above the EAC regional harmonized regulatory requirement of 20.0 percent. 

Kenya, Rwanda, Tanzania and Uganda’s liquid assets-to-total deposit ratios were at 57.3 percent, 



Financial Stability Report June 2021 | Bank of Uganda 17 

 

38.1 percent, 35.6 percent and 51.5 percent respectively. Strong capital and liquidity buffers were 

boosted by strong growth in liquid assets, as well as deposit growth, rise in the use of digital platforms 

for delivery of financial services and agent banking, strong profitability, and the restriction on dividend 

payments. The strong profitability of banks as measured by the average return on assets (ROA) was 

driven by an increase in operating income, digitization of transactions, and reduction in operational 

costs. 

Table 3: Selected aggregate banking sector indicators for the EAC region, end-June 2021 (Percent) 

 
Burundi Kenya Rwanda Tanzania Uganda 

Asset growth 15.9 3.1 20.0 1.0 10.9 

Annual credit growth 33.6 7.7 18.6 3.6 7.0 

Restructured loans to total loans N/A 57.0 28.5 13.6 19.1 

Total capital to risk-weighted assets 29.0 16.5 22.5 18.9 23.5 

NPL ratio 4.1 12.3 5.7 9.3 4.8 

Average return on assets 1.7 3.4 2.5 2.4 2.7 

Liquid assets to total deposits 11.6 57.3 38.1 35.6 51.5 

    Source: EAC Partner States Central Banks 

 

 

1.2.3 Policy responses to COVID-19 effects in the EAC region 

In order to safeguard financial sector stability, mitigate the effects of the pandemic and support economic 

recovery, the EAC countries implemented a variety of fiscal, monetary and macroprudential policy measures. 

a) Easing of monetary policy: Kenya, Rwanda, Tanzania and Uganda reduced central bank policy 

rates and have maintained accommodative monetary policies over the period to June 2021. Kenya, 

Rwanda and Tanzania reduced the cash reserve requirements (CRR) which released USD 309 

million, USD 23.9 million and USD 188.3 million to banks respectively. These measures have helped 

to spur economic recovery and provided additional liquidity to banks. 

b) Exceptional permission to lending institutions to restructure loans of borrowers that have 

been affected by the pandemic: All the EAC members, except Burundi, provided some form of 

credit relief measures to borrowers affected by the pandemic. This regulatory forbearance was 

mainly in the form of granting banks permission to provide a repayment moratorium to borrowers or 

extension of the loan tenure. In Kenya, this measure was allowed to lapse in March 2021, remains 

in place in Tanzania on a case-by-case basis, while in Rwanda and Uganda, the measure is set to 

expire at the end of September 2021. 

c) Exceptional liquidity assistance to banking institutions: Rwanda, Kenya and Tanzania set up 

Covid-19 liquidity facilities. Uganda set up a Covid-19 Liquidity Assistance Program (CLAP) which 

remains in place to support banking institutions that may come under liquidity stress and enhance 
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market confidence. Tanzania reduced and maintained lower haircuts on government securities in 

order to increase the ability of banks to borrow from the Central Bank in case of tight liquidity 

conditions. 

d) Government support funds: In April 2020, Rwanda established an Economic Recovery Fund 

(ERF) to support businesses affected by the pandemic. The ERF was initially launched with USD 

100 million, and the Rwandan Government plans to expand the fund to USD 350 million by the end 

of 2021. 

e) Restriction on payment of dividends and other discretionary distributions: In Uganda, Kenya 

and Rwanda, the central banks restricted payment of dividends. The policy measure was intended 

to ensure that the banks retained more of the earnings and to boost capital buffers, in order to 

enhance their resilience against potential increase in risks.  

The measures above have supported economic recovery and enhanced the stability of the financial system 

and the ability of banks to provide credit to businesses and households. The outlook of the financial sector 

in the region will depend on the duration of the pandemic, distribution and uptake of Covid-19 vaccines, the 

pace of unwinding fiscal, monetary and financial policies and on the pace of recovery of the economy. 

Moreover, some economic sectors such as tourism and education have remained in lockdown or various 

restrictions, and as such may take longer to recover to pre-pandemic level in some partner states. 

 

1.3 Domestic macro financial conditions 

Uganda’s economy is projected to grow in the range of 3.5–4.0 percent during the financial year 2021/22.  

Prior to the resurgence of the of the pandemic in June/July 2021, real GDP growth was estimated to have 

increased by 6.2 percent in the quarter ended March 2021, up from 1.5 percent growth registered in 

December 2020. This outturn supported the improvement in bank performance during the quarter to June 

2021. However, following the recent lockdown of July 2021, trends in the Composite Indicator of Economic 

Activity (CIEA) and the Purchasing Managers’ Index (PMI) indicate that the growth momentum has slowed, 

with potentially adverse implications for the financial health of the banking sector, firms, and households.     

On a sectoral basis, the services sector has seen a marked improvement, with its contribution to GDP rising 

by UGX 3.0 trillion in the year to March 2021, compared to a decline of UGX 708 billion in the previous year 

(Chart 5). This was mainly attributed to the recovery in the performance of enterprises in the trade, transport 

and tourism sectors following the ease of the pandemic restrictions. However, the education sector which 

has largely remained under lockdown continues to under-perform with its contribution to GDP declining by 

UGX 99.0 billion in the year to March 2021. 
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Chart 5: Quarterly domestic GDP growth (percent) 

 

Chart 6: Selected indicators of economic activity 

 

Source: UBOS and BOU 

The residential and commercial property markets have faced unique challenges during the recent economic 

downturn. Anecdotal reports have shown that many commercial property owners had proactively offered 

rent reductions or holidays to support tenants during the state-wide lockdowns. However, the resurgence of 

the pandemic and the slow pace of economic recovery have put downward pressure on rents and led to 

increases in vacancy rates. Secondly, the increased financial stress on households could result in a decline 

in prices of residential properties which would augment a reduction in valuation of loan collateral and 

potentially negatively impact bank profits. Indicators show that residential property prices in the Greater 

Kampala Metropolitan Area (GKMA) as measured by the Residential Property Price Index (RPPI)4 have 

remained volatile, increasing by 5.6 percent over the quarter ended June 2021, compared to a decrease of 

2.9 percent registered over the quarter ended June 2020. In order to address the potential bank exposure to 

risks from volatility in property prices, Bank of Uganda set a loan-to-value (LTV) ratio limit of 85 percent in 

May 2020 for loans for residential property mortgages and land purchase and maintained the measure 

throughout the year to June 2021.  

The pandemic-related effects on global financial markets have continued to affect the domestic financial 

system. At the onset of the pandemic in 2020, offshore investor outflows increased (Chart 8). Offshore 

investor outflows coupled with market uncertainty, aggravated exchange rate volatility as depicted by the 30-

day moving standard deviation on the exchange rate, resulting in a sharp depreciation (Chart 8). By June 

2021, offshore investor activity had recovered to pre-pandemic levels. In addition, BOU policy measures, 

donor budget support and increased export revenue have fostered relative stability of the Shilling.  

 
4 Uganda Bureau of Statistics, Residential Property Price Index (RPPI) Q4 2019/20 Press Release; Website: 

https://www.ubos.org/wp-content/uploads/publications/07_2021RPPI_PRESS_RELEASE_FOR_THE_MONTH_OF_JUNE_2021.pdf   

https://www.ubos.org/wp-content/uploads/publications/07_2021RPPI_PRESS_RELEASE_FOR_THE_MONTH_OF_JUNE_2021.pdf
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Chart 7: Movements in the UGX/USD exchange rate 
(UGX) 

 

Chart 8: Offshore investor activity in the domestic 
financial markets (UGX billion) 

 

Source: UBOS and Bank of Uganda 

In order to mitigate the risk from the sudden exit of offshore funds on the domestic financial markets, BOU 

continued to maintain a strong level of foreign reserves, which were boosted by the recent allocation to 

Uganda of IMF Special Drawing Rights amounting to SDR 345 million, equivalent to US$345 million5. 

1.4 Conclusion 

Going forward, it is expected that the risks to financial stability will remain heightened in the short term but 

reduce over the medium term. The outlook for financial stability remains dependent on the path and 

robustness of economic growth, the effectiveness of the pandemic containment measures and the pace and 

coverage of vaccination at the global and domestic levels. In particular, the main economic downside risks 

to the outlook include the emergence of new pandemic waves, potential shocks from the external sector in 

the form of disruptions to trade and supply channels as well as trends in the global financial markets that 

result in tighter funding conditions.  

CHAPTER 2: PERFORMANCE OF THE BANKING SECTOR 

Uganda’s banking sector remained resilient to the pandemic shock during the year, supported by 

BOU policy measures. Banks hold strong liquidity and capital buffers, which have cushioned them 

against the impact of the initial pandemic lockdowns. However, the disruptive resurgence of the 

pandemic implies that banks’ operating environment is likely to remain challenging in the near term. 

Therefore, banks need to remain vigilant, and build more resilience to both known and potential 

risks.  

2.1 Structure of Uganda’s financial system 

 
5 The SDR is an international reserve asset, created by the IMF in 1969 to supplement its member countries’ official reserves 
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As of June 2021, total financial sector assets stood at UGX 66.3 trillion (equivalent to 44.7 percent of GDP), 

of which the banking institutions supervised by BOU – commercial banks, MDIs, and credit institutions – 

accounted for 63.0 percent. In the year to June 2021, the financial sector was reported to have contributed 

3.0 percent to the domestic economic growth. 

Chart 9: Financial sector assets as at end-June 2021 

 

2.2 Banking sector balance sheet  

The total assets of the banking sector grew by 10.9 percent over the year to June 2021, lower than 18.3 

percent in the previous year to June 2020. There was a notable risk-cautious adjustment in the composition 

of the balance sheet, reflecting the risks occasioned by the pandemic. As such, the increase in banks’ 

assets was mainly driven by banks’ increased holdings of Government of Uganda (GOU) securities, amidst 

aversion to private sector lending due to concerns about heightened credit risk. Banks’ holdings of GOU 

securities increased by 31.2 percent, from UGX 7.7 trillion as at end-June 2020 to UGX 10.1 trillion as at 

end-June 2021, which was higher than the 16.5 percent growth in the year to June 2020. Banks also 

increased their holdings of the BOU REPO loan and deposit auction facility by 12.0 percent to UGX 2.4 

trillion, over the year to June 2021. 

From a structural perspective, banking sector concentration remains high, with the Herfindahl–Hirschman 

Index (HHI) of total banking sector assets standing at 1,008.3 in June 2021. The five (5) Domestic 

Systemically Important Banks (DSIBs) – ABSA, Stanbic, Standard Chartered, Centenary bank, and dfcu 

bank – jointly accounted for 60.9 percent of the banking sector assets as at end-June 2021, which was a 

decrease from 62.2 percent in June 2020. To mitigate the potential systemic risk posed by the DSIBs, BOU 

continues to implement higher regulatory capital and supervisory requirements for DSIBs, as prescribed by 

the Financial Institutions (Capital Buffers and Leverage Ratio) Regulations 2020 and the BOU Framework 

for Identification, Regulation, and Supervision of Domestic Systemically Important Banks.  
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Chart 10: Banking industry HHI by total assets 

 

Source: Bank of Uganda 

 

Table 4: Annual changes in banks’ assets 

 
Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 

GOU securities (UGX billion) 7,705.3 8,180.8 10,070.4 9,965.3 10,110.3 

Annual growth (%) 16.5 24.6 39.6 35.3 31.2 

Quarterly growth (%) 4.6 6.2 23.1 (1.0) 1.5 

BOU REPO loan and deposit facility (UGX 
billion) 

2,113.1 2,914.3 406.4 1,606.4 2,366.5 

Annual growth (%) 0.5 4.0 (76.7) 35.2 12.0 

Quarterly growth (%) (77.9) 37.9 (86.1) (295.3) 47.3 

Gross loans (UGX billion) 15,503.8 15,687.2 16,281.2 16,420.5 16,571.5 

Annual growth (%) 14.1 13.5 12.6 13.3 7.0 

Quarterly growth (%) 7.0 1.2 3.8 0.9 1.0 

Total Assets (UGX billion) 35,825.4 36,859.2 38,299.8 38,338.8 39,728.4 

Annual growth (%) 18.3 19.0 16.7 14.2 10.9 

Quarterly growth (%) 6.7 2.9 3.9 0.1 3.6 

Source: Bank of Uganda 

Turning to credit institutions (CIs) and microfinance deposit-taking institutions (MDIs), their total assets grew 

by 18.9 percent from UGX 963.4 billion as at end-June 2020 to UGX 1,145.8 billion as at end-June 2021, 

while for MDIs, assets increased by 5.5 percent from UGX 675.3 billion to UGX 712.6 billion over the same 

period. The growth in total assets for CIs over the year was mainly on account of an increase of UGX 100.4 

billion in net loans and advances as well as growth of UGX 54.2 billion in holdings of government securities. 

The rise in MDIs’ aggregate assets was largely due to increased investment in government securities of 

UGX 16.5 billion to UGX 16.6 billion and a rise in cash assets of 29.1 percent to UGX 18.1 billion. 

2.3 Credit risk and the Credit Relief Measures (CRM) 

2.3.1 Credit risk  

Credit risk remains elevated, but the potential impact has been relatively moderated by the BOU Credit 
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Relief Measures (CRM) program. The aggregate ratio of non-performing loans to total loans (NPL ratio) for 

commercial banks reduced from 6.0 percent in June 2020 to 4.8 percent in June 2021 but would have been 

higher without the Covid-19 credit relief program and was also reflective of prudential write-off of bad loans 

amounting to UGX 301.5 billion during the year, in line with IFRS 9 guidelines. The aggregate NPL ratio for 

MDIs and CIs deteriorated from 10.8 percent and 7.6 percent in June 2020 to 12.0 percent and 8.1 percent 

in June 2021, respectively. 

Going forward, BOU projects that NPLs will begin to pick up over the financial year 2021/22, in line with 

trend of economic recovery as well as the resumption of repayments by loans that had benefitted from the 

CRM program. In order to address the above risk, BOU continues to engage banks to ensure that they 

proactively increase prudential provisions for potential write-off of NPLs (Chart 12). 

Chart 11: Banking industry NPL ratios (percent) 

 

Chart 12: Trend in provisions & Interest-in-suspense 

 

Source: Bank of Uganda 

Table 5: Selected sector NPL ratios (percent) 

SECTOR Jun-16 Jun-17 Jun-18 Jun-19 Jun-20 Jun-21 

Agriculture 17.4 12.5 11.0 9.1 9.4 4.2 

Manufacturing 2.3 2.7 1.4 2.7 2.2 2.1 

Trade & commerce 9.1 5.5 5.2 3.2 8.9 6.7 

Building, construction & real estate 11.1 4.7 3.4 3.0 6.5 6.2 

Business services 2.1 14.6 6.1 2.8 3.5 4.2 

Personal and household loans 3.7 4.2 2.8 2.6 5.0 4.2 

Source: Bank of Uganda 

By sector, trade, real estate, households, and agriculture recorded the highest NPL ratios at 6.7 percent, 

6.2 percent, 4.2 percent, and 4.2 percent, respectively. However, it should be noted that NPLs in the 

agriculture, and trade and commerce sectors reduced over the year to June 2021, supported by the gradual 

lifting of the lockdown measures during the year. In terms of currency, foreign currency denominated NPLs 
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reduced by 26.1 percent from UGX 306.8 billion to UGX 226.7 billion, while shilling denominated NPLs 

reduced by 1.7 percent from UGX 577.3 billion to UGX 567.2 billion.  

BOU continues to assess the evolution of credit risk and implement both micro-prudential and 

macroprudential measures to promote financial stability.  

▪ The broad CRM program will end on September 30 2021. However, BOU shall extend targeted 

credit relief measures to the education and hospitality sectors for a further twelve (12) months to 

September 2022, given that activity in both sectors suffered extended lockdowns.  

▪ Furthermore, BOU has maintained an accommodative monetary stance, with the central bank rate 

reduced to 6.5 percent – its lowest ever, which is expected to partly alleviate credit risk.  

2.3.2 Credit growth 

Credit growth remains weak, largely on account of concerns about asset quality, as well as the slow pace 

of economic recovery, which have continued to weigh on the risk appetite of supervised financial institutions 

(SFIs). On an annual basis, commercial banks’ gross loans and advances increased by 7.0 percent to UGX 

16.6 trillion in June 2021, slower than the 14.1 percent growth in June 2020. By sector, the household 

sector registered the biggest growth in credit over the year with an increase of 18.2 percent followed by the 

manufacturing and real estate sectors with 9.0 percent and 7.4 percent respectively. Lending to the 

agriculture and community and social services (including education) sectors reduced.  

Table 6: Loans and advances, by sector 

 
Jun-17 Jun-18 Jun-19 Jun-20 Jun-21 

 Annual growth in Stock of Loans (percent) Stock of Loans 
(UGX Billion) 

Personal and household loans 17.0  13.8  7.7  5.8  18.2  3,115.6  
Building, construction & real estate -12.2  8.7  11.0  16.9  7.4  3,423.8  
Manufacturing -8.2  9.8  20.5  -1.9  9.0  2,074.7  
Trade & commerce 6.4  12.5  10.7  0.7  4.1  2,714.9  
Agriculture 17.1  19.8  14.7  12.2  1.5  1,951.7  
Community, social & other services -2.2  27.6  -5.9  178.2  3.3  1,234.8  
Transport & communication -3.5  -12.2  -8.6  44.3  4.6  908.3  
Business services 14.0  5.5  28.9  15.1  -5.9  674.2  
Electricity & water -6.1  28.1  -0.0  -0.9  18.0  318.5  
Mining & quarrying 3.1  18.6  -10.6  -43.9  14.3  48.4  
Other Activities -48.7  -35.4  153.6  30.0  -30.7  106.8  
Total 0.9 11.0 11.2 14.1 6.9 16,571.5 

Source: Bank of Uganda 
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Chart 13: Growth of gross loans & advances (percent) 

 

Chart 14: Decomposition of quarterly growth in gross 
loans (UGX billion) 

 

Source: Bank of Uganda 

2.3.3 Performance and way forward on the Credit Relief Measures (CRM)  

The broad BOU Credit Relief Measures (CRM) program ended on 30th September 2021 and the focus 

shifted to implementing targeted credit measures for the sectors that remained under prolonged lockdown 

during the pandemic.  

a) Performance of loans under CRM, to June 2021  

Since its inception in April 2020, the CRM program effectively alleviated the initial impact of the pandemic 

on borrowers and SFIs and supported financial system stability. The performance of the program was as 

follows: 

▪ Demand for credit relief: Over the period of April 2020 to June 2021, the cumulative credit relief 

that borrowers applied for amounted to UGX 7.4 trillion, of which UGX 7.0 trillion was granted by 

the SFIs, resulting in a high approval rate of 94.5 percent. This also implies that approximately 39.9 

percent of the gross loans in the banking industry benefitted from the program. 

▪ The stock of loans that remains under credit relief peaked at UGX 5.2 trillion in September 

2020 but has since reduced to UGX 3.3 trillion, equivalent to 19.1 percent of the industry gross 

loans in June 2021 (Chart 16). This trend reflects a reduction in demand and increase in loan 

repayments as the lockdown measures were gradually lifted and borrowers were able to resume 

repayment of their loan obligations. Trade and commerce, manufacturing, and agriculture sectors 

have all registered decreases in the stock of loans under credit relief.  

▪ While demand for first time credit relief has reduced, the need to restructure some credit 

facilities more than once has picked up in a few sectors. The CRM program allowed SFIs to 
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restructure a credit facility up to a maximum of three (3) times. As such, by end of June 2021, of 

the UGX 3.3 trillion stock of loans under CRM, UGX 2.0 trillion had been restructured only once; 

UGX 1.2 trillion had been restructured twice; and loans amounting to UGX 143.8 billion had been 

restructured three times.   

Chart 15: Applications & approvals of restructured 
loans  

Chart 16: Sectoral loans still under credit relief 
(UGX trillion) 

  

  Source: Bank of Uganda 

▪ On a negative note, the proportion of loans under CRM whose repayment remains in arrears 

has increased. Of the UGX 3.3 trillion loans that remained under credit relief as at end-June 2021, 

4.3 percent (or UGX 1.5 trillion) were in arrears by at least one monthly instalment, up from 2.7 

percent in July 2020. The amount of UGX 1.5 trillion of past due restructured loans as of June 30, 

2021 is equivalent to 8.4 percent of total gross loans in the banking sector. It should be noted that 

of the UGX 1.5 trillion past due restructured loans as at end June 2021, 21.7 percent was classified 

as non-performing, that is, in arrears by at least 90 days (30 days for MDIs). The trend portends 

further deterioration in asset quality in the near-term, especially when the broad-based CRM 

program ends. It is suggestive of borrowers/businesses whose financial health was possibly 

permanently impaired by the pandemic and are unable to resume normal repayment of obligations, 

despite the gradual recovery in economic activity. 
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Chart 17: Asset quality of loans under CRM Table 7: Sectoral share of CRM loans in arrears 

 

Sector Percent (%) 

Real estate & 

construction 

30.8 

Trade & commerce 21.4 

Agriculture 16.4 

Community, social & 

other Services 

6.3 

Business services 6.6 

Transport & 

communication 

5.3 

Manufacturing 9.0 

Personal & households’ 

loans 

3.9 

Mining & quarrying 0.2 

Electricity & Water 0.1 

TOTAL 100.0 
 

 

b) Unwinding of the Credit Relief Measures 

A key policy question relates to managing the exit from the credit relief program, which was in place for 

eighteen (18) months by 30th September 2021. Credit relief programs are designed to be short-term, and 

in line with IMF guidance should be ended first among the pandemic support measures. BOU’s decision to 

end the Covid-19 credit relief support effective 30th September 2021 involved weighing the downside risks 

and trade-offs. 

▪ Ending the CRM had several downside risks including the need for borrower support for sectors under 

prolonged lockdown, uncertainty over the economic outlook and further pandemic waves. NPLs and 

provisions are also likely to increase in the short-term, as SFIs return to normal loan classification rules 

and as a result SFIs with marginal liquidity and capital ratios may face challenges, especially CIs and 

MDIs.  

▪ However, prolonged credit relief support is distortionary and would increase banking sector 

vulnerabilities. First, the prognosis for the pandemic shock and its duration remains uncertain. 

Secondly, extended credit relief for loans masks banks’ ‘true’ balance sheet exposure and solvency 

and may disguise the irreparable impact of the pandemic on the viability of some borrowers, and in 

turn undermine market confidence in banking system. Thirdly, anecdotal evidence shows that accruing 

interest on restructured loans is leading to loan exposure of some borrowers to increase to 

unsustainable levels, with net capitalized interest accounting for 46.8 percent of the UGX 1.1 trillion 

increase in loans in the year to June 2021. This trend could increase both the debt burden of borrowers 

and SFI loan exposure beyond collateral values, and invariably artificially inflate bank profitability. 

Fourth, prolonged credit support may lead to moral hazard characterized by imprudent lending or credit 

risk management by banks, increasing reluctance by borrowers to repay loans with expectations of 

continued relief. 
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▪ Moreover, the decision to end the CRM was supported by SFIs’ resilience to the potential rise in non-

performing loans after expiry of the program. The stress tests assumed two scenarios. The first, a 

moderate scenario, assessed the impact of a downgrade by September 2021 of ALL past due 

restructured loans as at June 2021 that are not yet classified as NPLs (UGX 1,160.2 billion) to 

‘substandard’ and restructured loans already classified as NPLs (substandard – UGX 134.7 billion; 

doubtful – UGX 136.1 billion;) to lower categories. The second, a severe scenario assumed that 25 

percent of the loans remaining under credit relief as at June 2021 and are not in arrears (UGX 498.5 

billion) deteriorate to NPL status (‘substandard’) by December 2021, combined with the further 

downgrading of NPLs in the first scenario to the next NPL status. The stress test results indicated that 

the aggregate NPL ratio may increase from 5.1 percent to 14.5 percent under the severe scenario by 

December 2021. However, most SFIs, including all the DSIBs, are resilient to the potential rise in NPLs 

in the short-term to December 2021, except for a few smaller banks. In addition, the stress tests 

indicated that a few SFIs would be unable to meet the new Capital Conservation Buffer (CCB) 

requirement by the deadline of 31st December 2021. 

▪ However, it was noted that some sectors including education and hospitality continue to be adversely 

affected by the prolonged lockdown measures and may require additional support. 

Due to the foregoing, BOU ended the broad-based Credit Relief Measures on 30th September 2021 but will 

continue to implement policy interventions for those sectors that remain under lockdown, on a case-by-

case basis. To this end, BOU implemented targeted credit relief measures for the education and hospitality 

sectors for twelve (12) months to 30th September 2022. Box A provides the details. 

To ensure adequate resilience to any implications of this measure, BOU directed SFIs to enhance existing 

credit risk management, including capacity to manage impaired and good loan book; proactively make 

provisions for borrowers that have exhausted the allowable restructures under the CRM; and to conduct 

forward-looking capital and liquidity assessments to ensure that they maintain prudent and credible plans 

to absorb any evolving shocks. 

BOX A: Brief on targeted credit relief measures for the education and hospitality 

sectors  

In the Monetary Policy Statement of August 2021, BOU announced the implementation of targeted credit 

relief for the education and hospitality sectors, for a further 12 months ending 30th September 2022. This 

was on account of the prolonged impact of pandemic lockdown measures on both sectors. To 

operationalize the said targeted credit relief, on 1st November 2021 BOU issued a circular to supervised 

financial institutions (SFIs) under its jurisdiction, providing them with exceptional permission to provide a 

repayment credit relief to borrowers in the stated sectors, at their discretion, that continue to be negatively 
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affected by the Covid-19 pandemic. The following Guidelines shall apply in implementing the targeted 

CRM. 

▪ In the 12 months to 30th September 2022, SFIs are permitted to grant one restructuring to credit 

exposures in the education and hospitality sectors. These credit facilities must have been 

extended before 1st April 2020 and were not classified as loss as of that date and continue to be 

adversely affected by the pandemic. The eligible credit exposures are those reported under 

respective sub-sectors, as well as staff loans to the said sectors, in the BS100 and MDI100 

Forms.  

▪ The restructuring may be in the form of a repayment moratorium, extension of tenor, reduction 

of principle loan repayment instalment, reduction of applicable interest rate, or a combination of 

the above. The duration of any credit relief so granted shall expire on or before 30 th September 

2022. 

▪ The event of any restructuring granted will not be treated as an adverse change in the credit risk 

profile of the borrower for reporting to the Credit Reference Bureau nor will it affect the credit 

classification status or lead to a downgrade of such a credit facility, for the duration of the CRMs. 

▪ This targeted forbearance shall, however, strictly be subject to the SFIs stopping (not postponing) 

accrual of interest and compounding of interest on the said loans for the duration that the facility 

is under credit relief. In addition, SFIs will be required to waive penalties for late payment and 

fees for early redemption for these loan facilities during the period that they are under this 

extended credit relief.  Consumer protection must be prioritized and SFIs must ensure full 

disclosure of the terms and conditions of the restructured credit facility. SFIs are required to 

maintain records of such credit exposures in a format that can be verified by BOU and should 

also obtain the borrower’s consent in writing. 

In addition, the implication of the expiry of the CRM program was that effective 1st October 2021, all SFIs 

reverted to compliance with credit classification and provisioning rules under the FIA 2004 and MDIA 

2003 and can continue supporting borrowers affected the pandemic by applying the restructurings 

allowed under the regulatory framework.  

 

2.4 Funding and liquidity conditions 

Liquidity risk remains low and liquidity conditions improved during the year to June 2021, mainly 

due to increase in SFIs’ holdings of Government securities (liquid assets), growth in retail deposits, and 

lower cost of wholesale funding.  

2.4.1 Liquidity buffers 
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Indicators show that on an aggregate level, SFIs maintained satisfactory liquidity buffers over the period 

under review.  

▪ The aggregate commercial banks’ liquid assets-to-deposit ratio rose from 49.1 percent in June 

2020 to 51.5 percent in June 2021, well above the regulatory minimum of 20 percent. Only one 

bank breached the minimum requirement during the period under review. Similarly, the CI’s liquid 

assets-to-deposit ratio stood at 53.7 percent at end June 2021, well above the 20 percent 

requirement. The MDIs’ aggregate liquid assets-to-deposit ratio increased from 70.9 percent to 

73.9 percent over the year, with all MDIs maintaining liquid assets in excess of the statutory 

minimum requirement of 15.0 percent of total deposit liabilities. 

▪ The aggregate Liquidity Coverage Ratio (LCR), which reflects the ability of banks to withstand a 

30-day liquidity stress period using their High-Quality Liquid Assets (HQLA) holdings to meet net 

cash outflows, was 240.2 percent as at end of June 2021. This is well above the minimum 

requirement of 100 percent, and only one (1) of the twenty-five (25) banks was in breach of the 

prudential LCR minimum requirement. 

 

Chart 18: Commercial bank liquidity indicators 

 

Chart 19: Commercial banks’ structure of deposits 

 

 
The build-up in liquidity buffers was supported by an increase in customer deposits, which are a 

stable source of funding for the banking institutions. Constituting 84.2 percent of total liabilities as at 

end June 2021, retail deposits increased by 8.7 percent (or UGX 2.2 trillion) to UGX 27.7 trillion over the 

year under review. For CIs, total deposits increased by 24.7 percent, from UGX 550.8 billion as at end June 

2020 to UGX 687.0 billion as at end June 2021, while for MDIs, deposits increased by 7.41 percent, from 

UGX 325.1 billion to UGX 349.2 billion, over the same period. Moreover, the banks’ aggregate cost of 

deposits reduced from 2.46 percent in June 2020 to 2.35 percent in June 2021.  
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The early pandemic period witnessed increased volatility in the wholesale funding market, characterized by 

heightened risk aversion among banks, reports of liquidity hoarding among banks due to concerns over 

counterparty risk, and a “flight-to-safety” as offshore investors increased their outflows from domestic 

financial markets. However, strong liquidity buffers and BOU monetary and macroprudential policy 

measures enabled banks to weather the stress period.  

Subsequently, liquidity conditions improved in the rest of the period to June 2021 and volatility eased further, 

with the spreads between the 7-day interbank rate and 7-day implied swap rate and the Central bank rate 

narrowing. As such, the average spread between 7-day interbank rate and the Central Bank Rate (CBR) 

reduced from 66 basis points over the quarter ending June 2020 to 45 basis points during the quarter to 

June 2021. In addition, the spread between the 7-day swap implied rate and the CBR also significantly 

reduced from 319 basis points in the quarter to June 2020 to 60 basis points in the quarter ending June 

2021.   

Foreign investors’ position in the domestic foreign currency swap market changed from a net payable 

amount of UGX 462.8 billion to a net receivable amount of UGX 396.6 billion which signaled an improved 

risk appetite in the market. This was on the back of an appreciating shilling that saw a 4.4 percent 

appreciation over the year to June 2021. 

Chart 20: Cost of wholesale funding (percent) 

 
Source: Bank of Uganda 

 

BOU has also implemented the following policy measures in order to strengthen liquidity of banks. 

▪ During the year to June 2021, the BOU Covid-19 Liquidity Assistance Program (CLAP) has 

continued to provide in the liquidity markets and remains available to address any systemic liquidity 

constraints that may arise among banks. Thus far, none of the banking institutions has needed to 

utilize the facility, which is indicative of low systemic liquidity stress, as most institutions hold strong 

liquidity buffers.  

▪ BOU reformed the Lombard Window by splitting it into a Standing Lending Facility (SLF) for 

monetary policy operations and the Emergency Liquidity Assistance (ELA) facility for financial 
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stability as the Lender of Last resort (LoLR) function. The SLF was operationalized in July 2020 to 

address normal day-to-day liquidity gaps that banking institutions may face, while ELA will be 

operational by end of FY2021/22. These liquidity programs are expected to provide liquidity to 

address idiosyncratic or system-wide liquidity stress in extraordinary situations. 

2.5 Banking Sector Profitability 

On aggregate, banking sector profitability improved during the year to June 2021, enabling banks to build-

up of capital buffers. In the year to June 2021, net after tax profit (NPAT) increased by 17.5 percent, to UGX 

1.0 trillion, up from UGX 853.8 billion in the year to June 2020. The increase in profit was partly driven by 

an increase in interest income from Government securities as shown in Chart 21 which decomposes the 

banks’ income and expenses. However, seven (7) banks were loss-making for the year mainly due to a rise 

in provisioning for bad debts. In addition, the five (5) Domestic Systemically Important Banks (DSIBs) i.e. 

ABSA, Stanbic, Standard Chartered, Centenary bank and dfcu bank jointly accounted for 69.9 percent of 

industry NPAT for the year, underscoring the concerns of structural risk in the sector. 

Credit Institutions (CIs) and Microfinance Deposit-Taking Institutions (MDIs) posted aggregate net losses 

of UGX 13.3 billion and UGX 8.4 billion, up from losses of UGX 0.8 billion and UGX 4.8 billion in the prior 

year, respectively. The loss-making trend of CIs and MDIs was largely the consequence of increased 

prudential provisions for the bad debts which increased by UGX 12.5 billion and UGX 1.4 billion, 

respectively, during the year. Moreover, the CIs and MDIs expenses increased as their interest expenses 

on deposits rose by UGX 8.9 billion and UGX 2.4 billion, respectively, during the period. 

A key impact of the pandemic period on bank soundness was the increase in recapitalized interest on loans 

as well as interest in suspense as shown in Error! Reference source not found.. The recapitalization of 

interest mainly picked up owing to restructuring of loans under the COVID-19 Credit Relief Measures 

program. The risk is that the accumulation of such recapitalized interest could lead to overstating of bank 

profitability if the said interest is not realized in future. BOU continues to engage banks to ensure that they 

continue to provide for such an eventuality.  
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Chart 21: Commercial banks income statement (UGX  
billion), for year end 

 

Chart 22: Effect of NPLs on commercial banks’ 
profitability 

 

Source: Bank of Uganda 

 

Table 8: Aggregate profitability indicators (percent) 

Indicator Institution type June 2017 June 2018 June 2019 June 2020 June 2021 

Return on assets 

Commercial banks 1.7 2.8 2.7 2.6 2.7 

Credit institutions 0.1 2.2 2.0 0.6 -1.3 

MDIs 3.1 3.1 3.5 -1.4 -2.3 

Cost to income 
Commercial banks 81.6 72.8 72.9 74.3 72.6 

Credit institutions 99.4 91.9 90.9 104.3 103.7 

Source: Bank of Uganda 

 

2.6 Banking Sector Resilience: Capital Position 

On aggregate, the banking sector capital buffers remain strong, supported by increased profits, and 

BOU restriction on dividend distributions. The commercial banks’ aggregate core capital–to–risk-

weighted assets (RWA) ratio and total capital–to–RWA ratios stood at 22.1 percent and 23.5 percent 

respectively, as at the end of June 2021, an improvement compared to 21.1 percent and 22.7 percent 

respectively, in June 2020. As a prudential measure, to enable banking institutions to build more resilience 

to potential shocks, BOU has not approved dividend payments, totaling UGX 281.5 billion that were 

proposed and requested by nine (9) banks and one (1) Microfinance Deposit-Taking Institutions (MDIs). All 

commercial banks maintained capital adequacy ratios above the minimum requirement of 10 percent for 

core capital–to–RWA and 12 percent for total capital–to–RWA.  

-3,500

1,500

Jun-15 Jun-16 Jun-17 Jun-18 Jun-19 Jun-20 Jun-21

UGX bn

 Other Expenses  Staff costs
 Provisions for Bad Debts  Interest Expense
 Other Income  Foreign Exchange Income
 Charges, Fees and Commissions  Other Interest Income
Interest Income – Govt Securities  Interest Income on Advances

0.0

0.1

0.2

0.3

0.4

0.5

-60.0

-40.0

-20.0

0.0

20.0

40.0

60.0

M
ar

-1
8

Ju
n

-1
8

Se
p

-1
8

D
e

c-
1

8

M
ar

-1
9

Ju
n

-1
9

Se
p

-1
9

D
e

c-
1

9

M
ar

-2
0

Ju
n

-2
0

Se
p

-2
0

D
e

c-
2

0

M
ar

-2
1

Ju
n

-2
1

%% Net Capitalized Interest & other net
debits / Interest Income on Advances



Financial Stability Report June 2021 | Bank of Uganda 34 

 

 

Table 9: Aggregate capital adequacy ratios (percent) 

  Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 

Commercial Banks 

Core capital-to-RWA ratio 21.1 20.9 20.6 22.2 22.1 

Total capital-to-RWA ratio 22.7 22.5 22.2 23.8 23.5 

Leverage ratio  11.6 11.3 11.0 12.0 11.5 

Credit Institutions (CIs) 

Core capital-to-RWA ratio 22.8 20.8 16.1 16.9 15.6 

Total capital-to-RWA ratio 24.0 22.0 17.3 18.1 16.8 

Microfinance Deposit-Taking Institutions (MDIs) 

Core capital-to-RWA ratio 36.6 35.9 35.4 38.5 38.2 

Total capital-to-RWA ratio 39.4 38.6 38.1 41.3 41.0 

Source: Bank of Uganda 

Going forward, the banking institutions’ resilience and performance will be tested by the slow and uneven 

in economic recovery, and the projected rise in NPLs in the near-term following the end of the broad-based 

BOU COVID-19 Credit Relief Measures (CRM). Furthermore, tighter global financial conditions, as 

advanced economies normalize policy interventions, may affect domestic financial markets’ liquidity and 

funding conditions.  
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CHAPTER 3: REGULATORY AND SUPERVISORY DEVELOPMENTS 

This section highlights key enhancements to the financial sector regulatory and supervisory 

framework, aimed at enhancing soundness and resilience to risk, and to ultimately foster financial 

system stability. 

During FY2020/21, BOU continued to enhance the regulatory and supervisory framework for the banking 

sector, and for the broader financial system in collaboration with other financial sector regulators and 

strategic partners. These measures also aim to align Uganda’s framework with international standards, in 

developing a resilient and efficient financial system. 

3.1 Regulatory framework developments 

a) The Financial Institutions (Capital Buffers and Leverage Ratio) Regulations 2020 

In the Financial Stability Report for June 2020, BOU published plans to introduce the Financial Institutions 

(Capital Buffers and Leverage Ratio) Regulations 2020, in a bid to boost bank resilience to shocks. The 

said regulations took effect on 31st December 2021. To this end, BOU issued a notice to the banking sector, 

well in advance of the compliance date.  

Broadly, these regulations aim to enhance the resilience of financial institutions (commercial banks and 

credit institutions) to potential shocks, by maintaining strong capital positions, and compliance with the 

Basel III accord and East African Monetary Union (EAMU) convergence criteria. The key aspects of the 

Regulations include the introduction of: 

(i) A Capital Conservation Buffer (CCB) of 2.5% of RWA over and above the minimum ongoing 

capital adequacy requirements;  

(ii) Systemic Risk Buffer for DSIBs only, ranging from 0.0% to 3.5% of RWA, over and above the 

core capital, total capital, and CCB;  

(iii) A Countercyclical Capital (Ccy) Buffer ranging from 0% to 2.5% of RWA, which will be deployed 

during periods of excessive credit growth; and, 

(iv) A Leverage Ratio of at least 6% of the total balance sheet and off-balance sheet assets.   

(v) In addition to corrective actions under the FIA (2004), financial institutions that fail to maintain 

the buffers shall face sanctions, including: not being allowed to pay dividends, bonuses, and 

other discretionary distributions; limits on expansion; and any others that BOU will deem 

appropriate. 

Under the regulations, BOU shall designate DSIBs on an annual basis, and prescribe a systemic risk capital 

buffer for each in writing. To this end, BOU intends to publish a Framework for Identifying and Regulating 

DSIBs, which will outline the methodology for designating DSIBs and calibration of the systemic risk buffer, 

as well as the enhanced supervisory requirements for the DSIBs. 
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Based on the capital positions as at end June 2021, all the current DSIBs would be able to meet their 

respective systemic risk capital buffer requirement and the Capital Conservation Buffer requirement of 2.5 

percent. However, from the June 2021 capital positions, some other six (6) SFIs would be in breach of the 

Capital Conservation Buffer requirement. The affected institutions have instituted capital plans to ensure 

that they comply by the deadline.  

b) The draft Financial Institutions (Liquidity) Regulations, 2021 

BOU is reviewing the Liquidity Regulations 2005, and the draft shall be issued to banking institutions for 

their comments and thereafter will be forwarded to the First Parliamentary Council (FPC) for final drafting 

and gazetting, by March 2022. They key enhancements to the liquidity regulations include; 

▪ A requirement for financial institutions to enhance liquidity risk management by implementing 

Internal Liquidity Adequacy Assessment Process (ILAAP), Liquidity Contingency Plan (LCP) and 

stress testing. 

▪ Comply with the Basel III liquidity standards including making the Liquidity Coverage Ratio (LCR) 

and Net Stable Funding Ratio (NSFR) as prudential requirements, and other liquidity risk monitoring 

tools.  

▪ Expand the list of eligible liquid assets to reflect the evolution of the financial sector, by including 

the BOU Bill and Deposit Auction Facility.  

 

c) Basel II Implementation 

The implementation of the Basel II framework remains on course, with full phase in scheduled for January 

2022. The Basel II framework will enhance SFIs’ risk analysis and management, improve market discipline, 

and augment BOU’s regulatory and supervisory framework. 

▪ The draft Basel II guidelines for the assessment of credit risk, operational risk, stress testing, the 

Internal Capital Adequacy Assessment Process (ICAAP) reports and guidelines for the 

computation of minimum capital requirements were issued to the SFIs in July 2021.  

▪ The first submission of the Basel II ICAAP is expected in October 2021. The parallel implementation 

of Basel II and I is scheduled to continue until January 31, 2022 when BOU will fully adopt the Basel 

II minimum capital adequacy computation framework.  

 

d) Enhancing the Resolution Framework for SFIs 

▪ During the year, BOU developed a Framework for Resolution of Problem Financial Institutions 

(Resolution framework). The framework was benchmarked on international standards including the 

Basel Key Principles for Effective Resolution Regimes, and also implemented the 

recommendations of the Parliamentary COSASE probe into closed banks.  

▪ BOU has developed an Early Warning and Intervention System (EWIS) framework, motivated by 

Principle 8 of the Basel Core Principles for Effective Banking Supervision which requires that 
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central banks should have in place a framework for early intervention and conduct resolution 

planning in order to resolve banks in an orderly manner, starting in normal times rather than during 

periods of distress. The EWIS shall enhance BOU’s existing supervisory framework and 

operationalize part of the Board approved Resolution Policy by enabling early identification and 

monitoring of potential problem Banks long before any resolution related interventions are put in 

place. The EWIS framework puts in place triggers to guide the timing for the activation of corrective 

actions and/or recovery options; and enables adequate lead time to develop and implement 

appropriate supervisory/regulatory measures for stress events within SFIs and wider banking 

sector. 

3.2 The Financial Sector Stability Forum (FSSF) 

BOU continues to collaborate with other domestic financial sector regulators under the Financial Sector 

Stability Forum (FSSF), in order to harmonize and coordinate policies for financial sector stability and 

development. The FSSF is organized under a memorandum of understanding (MOU) and its membership 

includes BOU, the Insurance Regulatory Authority, the Capital Markets Authority, the Uganda Microfinance 

Regulatory Authority, the Deposit Protection Fund of Uganda, the Uganda Retirements Benefits Regulatory 

Authority, and the Ministry of Finance, Planning and Economic Development.  

▪ The 6th meeting of the Technical sub-committee (TSC) of the FSSF was held virtually on June 18, 

2021. The TSC reviewed and discussed the financial sector risk assessment and status of 

prudential policy interventions, and an impact assessment of the NSSF Bill 2019 on financial sector 

stability. The TSC also recommended that the financial sector regulators conduct joint public 

awareness events and inspections of regulated financial institutions. The TSC agreed to 

recommended that the Financial Intelligence Authority (FIA) be invited to join the FSSF, for approval 

by the main FSSF meeting due in October 2021.  

▪ To strengthen the crisis management framework in the financial sector, the members of the FSSF 

embarked on developing a national crisis management plan, and have scheduled to conduct a 

crisis simulation exercise in 2022. In preparation, the FSSF started by building capacity through a 

program on crisis preparedness that was concluded by Toronto Centre in June 2021, through which 

members were introduced to international best practice and enhanced their capacity for preparing 

agency specific and sector wide crisis binder/plans that sets out how various authorities involved 

in the financial safety net would coordinate with one another in dealing with a financial sector crisis.  

3.3 Harmonization of Financial Stability Frameworks in the EAC 

BOU has made significant progress in implementing the harmonization of regional financial stability 

assessment frameworks in preparation for EAMU. A progress review undertaken at the Technical Working 

Group meetings of the East African Community Monetary Affairs Committee (MAC) in June/July 2021 and 
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hosted by Bank of Tanzania, revealed the following. 

▪ Technical Working Group on Macro-Prudential Analysis, Stress Testing and Statistics (TWG-

MASS): The TWG-MASS conducted an EAC Regional Financial Stability Risk Assessment and 

developed a Regional Financial Stability Index Framework (FSSI). BOU has completed implementation 

of nineteen (19) out of the twenty-nine (29) MAC decisions on Basel III and G20 post crisis 

recommendations, while the action on the outstanding decisions are underway. 

▪ Technical Working Group on Crisis Management (TWG-CM): The TWG-CM agreed to embark on 

conducting Resolvability Assessments by June 2022, and to operationalize Institution-Specific Cross-

Border Cooperation Agreements between home and host Authorities, for Regional Banks, consistent 

with Financial Stability Board (FSB) Key Attributes for Effective Resolution Regimes by December 2023. 

▪ Technical Working Group on Financial Soundness Indicators (TWG FSI): In a bid to harmonize 

systemic risk indicators in preparation for EAMU, the TWG FSI under the EAC Statistics Harmonization 

and Regional Project (EAC StatDHRP) met in July 2021 and finalized the structure of EAC regional 

guidelines on harmonization of Financial Soundness Indicators (FSIs) and developed country specific 

work plans. BOU has implemented the majority of the recommendations. 
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CHAPTER 4: DEVELOPMENT IN OTHER FINANCIAL INSTITUTIONS AND 

FINANCIAL MARKET INFRASTRUCTURES 

This section analyses the performance of financial market infrastructures, the insurance sector, 

microfinance sector, pension sector, deposit protection fund, and capital markets during the year 

to June 2021. On aggregate, these remained resilient in the face of the disruptive impact of the 

pandemic, supported by regulatory measures.6 

4.1 Financial infrastructure developments 

Financial Market Infrastructure (FMIs) are an integral part of an economy and are responsible for the smooth 

and efficient flow of routine and timely payments and settlements. Uganda’s Systemically Important 

Payment Systems (SIPs) as at end June 2021 included the Uganda National Interbank Settlement System 

(UNISS) which is Uganda’s Real Time Gross Settlement System (RTGS); the Automated Clearing House 

(ACH) for cheques, direct debit and credit card transfers; the Central Securities Depository (CSD) for 

government securities, and mobile money operators (MMO) platforms. Significant disruptions of financial 

infrastructure and payment systems can result into structural vulnerabilities that may threaten financial 

system stability. 

4.1.1 Performance of Financial Market Infrastructures 

All SIPs operated without significant disruptions during the year to June 2021. Notably, growth of digital 

platforms for payments and financial services continued during the year to June 2021, as detailed in the 

next section. The said trend was partly due to on-going initiatives by the Government and Supervised 

Financial Institutions (SFIs) to improve financial inclusion and financial sector development, as well as a 

response to the pandemic whereby banks and economic agents increasingly adopted contactless 

payments options instead of cash so as to reduce the risk of Covid-19 transmission. 

 

a) Clearing and Settlement Systems 

During the year to June 2021, the value of UNISS transactions increased by 32.8 percent to UGX 487.5 

trillion while volumes that were processed through the system rose by 23.1 percent from 896,351 

transactions in June 2020 to 1,102,983 transactions in June 2021. Similarly, there was an upsurge in the 

use of ACH for clearing and settlement of transactions with a bias towards EFTs. As such, the value of EFT 

transactions increased by 16.6 percent from UGX 31.7 trillion in the year to June 2020 to UGX 37.0 trillion 

for the year to June 2021. 

 

 
6 The Insurance Regulatory Authority, the Capital Markets Authority, the Uganda Microfinance Regulatory Authority, 

the Deposit Protection Fund of Uganda, and the Uganda Retirements Benefits Regulatory Authority, provided the base 
information reported under this chapter. 



Financial Stability Report June 2021 | Bank of Uganda 40 

 

Chart 23: Annual changes in UNISS volumes and transactions 

 

Source: Bank of Uganda 

 

b) Mobile money payments 

Mobile money remains the main payment system for a significant share of households and small enterprises 

across the country. On an annual basis to June 2021, the value of money transactions grew significantly 

by 42.2 percent to UGX 113.4 trillion and the number of active mobile money users increased from 1.1 

million in June 2020 to 1.4 million in June 2021. Low value transactions (in the range of   UGX 0 - 50,000) 

remained dominant accounting for 93.2 percent of the total transactions with cash in and cash out 

transactions also accounting for the bulk of the transaction values at a combined 65 percent as at end June 

2021.  

The continued growth of mobile money payments is indicative of the success of on-going initiatives by the 

Government and mobile money operators (MNOs) to encourage the use of digital payments as a strategy 

for financial inclusion and to limit the spread of Covid-19 and its new variants. In addition, mobile money 

payments have been boosted through the expansion of the range of channels by MNOs such as MTN 

momo pay and Airtel money pay channels that allow the public to receive payment for goods and services, 

pay suppliers, pay salaries as well as transfer money to their respective banks and vice versa (Bank to 

Wallet, Wallet to Brank) at significantly reduced fees. 

 

c) Other Electronic and Digital Payments 

The use of other electronic and digital payments also continued to rise in the year to June 2021. The number 

of active users on internet and mobile banking grew by 11.1 percent and 28.6 percent respectively, while 

the use of debit cards and Point of Sale (POS) transactions also increased by 14.4 percent and 35.3 percent, 

respectively, as SFIs continued to digitize bank services.  
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Table 10: Digital transactions 

Platform Indicator Jun-20 Jun-21 Percent Change 

Debit cards Active cards (millions) 2.4 2.7 14.4 

Value of payments (UGX billion) 886.7 1,561.1 76.1 

Credit cards Active cards  10,004 10,719 7.1 

Value of payments (UGX billion) 67.5 41.3 -38.8 

Points of sale Volume (million) 2.5 3.4 35.3 

Value (UGX billion) 555.9 837.6 50.7 

Internet banking Active users 764,533 849,327 11.1 

Value of fund transfers (UGX trillion) 32.7 39.0 19.4 

Mobile banking Active users (million) 1.1 1.4 28.6 

Value of fund transfers (UGX trillion) 2.8 2.4 -15.6 

Mobile Money Value of fund transfers (UGX trillion) 79.8 113.4 42.2 

Escrow account balances (UGX Billion) 960.2 1,134.8 18.2 

Source: Bank of Uganda 

The Shared Agent Banking Platform registered significant growth in volume and value of 388.9 percent and 

346.9 percent, respectively, despite a reduction in the number of active agents by 23.0 percent. The majority 

of agency transactions were cash deposits, with a share of 85.0 percent. This suggests that SFIs need to 

encourage more use of the platform as a means of tapping into the countrywide cash deposits base and 

may enhance availability of funds for intermediation. 

 

Chart 24: Transactions on the Shared Agency Platform 

 

Source: Bank of Uganda 
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4.1.2 Key Supervisory Developments for financial market infrastructure 

▪ In June 2021, BOU published the Financial Markets Infrastructure (FMI) Oversight  

Framework, which is based on the Committee on Payments and Market Infrastructures (CPMI) 

principles. The framework lays out the oversight objectives, methodology and overall approach of 

Bank of Uganda for assessing risks in FMIs. It is expected to enhance BOU’s efforts in the 

identification and management of potential risks posed by the payment systems, to promote safety 

and efficiency of Uganda’s payment systems.  

▪ BOU is also working with the International Monetary Fund (IMF) to develop a framework for assessing 

systemic risk from digital payments and to mitigate existing and emerging risks therefrom.  

▪ Five licenses issued - Airtel Mobile Commerce (U) Ltd, MTN Mobile Money (U) Ltd, Micropay (U) Ltd, 

Mcash (U) Ltd and Interswitch (U) Ltd. Wave Transfer was approved to operate under the regulatory 

sandbox. 

▪ The June 2021 lockdown disrupted banks’ operations. However, the impact was minimized by 

remote-working capabilities that SFIs had developed following the 2020 lockdown. SFIs leveraged 

contact-less channels, such as internet and mobile banking platforms, to continue serving customers, 

and mitigate the spread of COVID-19 through physical face-to-face interaction in banking halls. 

4.1.3 Risks related to digital payment systems 

While the increased uptake of digital channels for delivery of financial services is important for financial 

inclusion, the trend has also increased the risks associated with their use. These include cyber risk and 

fraud, and could increase vulnerabilities related to financial stability. In this regard, BOU continues to 

encourage SFIs to leverage electronic banking and payment channels by adopting prudent and cautious 

strategies that substantially diminish the occurrence of these vulnerabilities. 

4.2 Capital markets 

The Capital Markets Authority (CMA) licensed and approved the following persons during the year ending 

June 2021; Fund Managers (7), Unit Trust Managers (5), Stockbrokers (7), Investment Advisers (9), 

Trustees (2), Dealers (2), Exchanges (2), Securities Central Depositary (2) and Transaction Adviser (1).  

a) Collective investment schemes (CIS) and Fund Managers  

Despite the impact of the COVID-19 pandemic, Assets Under Management (AUM) for the Collective 

Investment Schemes (CIS) grew by 88.6 percent to USh.732 Billion over the year ended June 2021. 

However, the CIS business is heavily exposed to market concentration risk with UAP-Old Mutual Financial 

Services Limited commanding 63 percent of total CIS AUM market share. The market AUM held by fund 

managers as at end June 2021 was USh.4,012 Billion, having increased by 14.5 percent over the year. 

Sanlam holds the largest share, at 45.4 percent. 
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Table 11: Assets Under Management (Ush. Billion) 

CIS 
Manager 

Jun-
20 

Jun-21 % Change   Fund 
Manager 

Jun-20 Jun-21 % Change  

UAP-OM 271 464 71.2  SANLAM  1,551 1,822 17.5 

ICEA  62 101 62.9  ICEA  163 201 23.3 

XENO 15 26 73.3  UAP-OM 363 410 12.9 

BRITAM 40 140 250.0  GEN-AFRICA 1,017 766 -24.7 

SANLAM  1   BRITAM 410 814 98.5 

Total 388 732 88.7  Total 3,505 4,012 14.5 

Source: Capital Markets Authority 

 

b) Capital Buffers 

All fund managers generally remained financially sound during the period under review, with some 

increasing their shareholder funds over the year to June 2021. However, high operating costs relative to 

their income continue to pose a challenge, that could affect some fund managers, in the event of stress. 

c) Exposure to other financial institutions 

As at end June 2021, CIS had the following exposure in the banking sector: Ushs.7.2 billion was held in 

cash, Ush.100.4 Billion in fixed deposits, Ush.8.6 Billion in call deposits and Ush.11.8 billion in commercial 

paper. Regarding the equities market in Uganda, CIS Managers invested a total of Ush.1.0 billion. Fund 

Managers’ exposure to the banking sector included Ush.21 billion held in cash, Ush.231 Billion in fixed 

deposits, Ush.5.0 billion in corporate bonds. The Fund Managers invested a total of Ush.431 billion in 

quoted equities, Ush.2.0 billion in unquoted equities.  

d) Equities market on the Uganda Securities Exchange (USE)   

Turnover on the USE reduced by 85.0 percent to UGX 17.3 billion in the year to June 2021 from UGX 115.4 

billion recorded in the prior to June 2020, while the share volume fell to UGX 0.47 billion from UGX 1.55 

billion in the previous year. The dip in market activity was partly attributable to muted participation from both 

domestic investors and off-shore investors (who account for over 70 percent of turnover at the USE) due 

to the increased risk perception. This was largely reflective of concerns about the impact of pandemic on 

the domestic economic activity and resilience of capital markets. 

The USE Local Counter Index (LCI) grew by 1.6 percent to close the year at 344.76 points from 339.17 

points during the year ending June 2021. Relatedly, domestic market capitalization, representing the value 

of all Ugandan listed companies, grew by 1.5 percent in the year ending June 2021 at UGX 4,330 billion 

from UGX 4,270 billion reported in the previous year. This was mainly due to a gain in share prices of two 

locally listed counters, Stanbic Uganda Holdings Limited and Bank of Baroda.  
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The USE All Share Index (ALSI) also increased by 9.4 percent to close at 1,498.22 points as at June 2021 

from 1,369.84 points recorded at the end of the previous year. Total market capitalization for all companies 

listed on the USE grew by 9.2 percent to UGX 20,840 billion in the year ending June 2021, from UGX 

19,090 billion reported at the end of the year June 2020. The increase in total market capitalization was 

driven by gains registered on the share prices of five cross-listed stocks and the two locally listed counters. 

Table 12: Trends in market activity at the USE (2019/20-2020/21) 

  FY 2020/21 FY 2019/20 Change (%) 

Share Volume (Million) 468.9 1,554.4 -69.8 

Turnover (UGX Billion) 17.3 115.4 -85.0 

Domestic Market Cap (UGX Billion, Closing) 4,330.8 4,266.6 1.5 

Total Market Cap (UGX Billion, Closing) 20,844.8 19,089.5 9.2 

All Share Index (Closing) 1,498.2 1,369.8 9.4 

Local Counter Index (Closing) 344.8 339.2 1.6 

  Source: USE market reports 

e) Regulatory measures and Policy developments for capital markets 

▪ In a bid to strengthen the capital markets, CMA introduced the consolidated USE Rule Book and 

the amendments made therein. The rules that were amended include: the USE Listing Rules, USE 

Rules, USE Trading Rules, USE Fees, Charges and Penalties Rules, listing by introduction 

requirements; and provisions specific to fixed income securities requirements. Additionally, during 

the period under review, the CMA considered and approved the ALTX Depository Receipt Rules, 

2020.  

▪ CMA continued with its investor education program which is aimed at creating awareness about 

capital markets among the public in order to drive market activity through Collective Investment 

Schemes (CIS). The program is conducted through external resource persons contracted by CMA 

to reach out to potential investors in the capital markets.  

▪ CMA also continued with its Issuer Resource Person Program which seeks to increase the supply 

of securities in the capital markets. The program involves the use of external resource persons to 

reach out to key persons of prospective issuers to sensitize them on opportunities presented by 

market-based financing.  

▪ To increase access to market-based financing for business enterprises in Uganda, the CMA, in 

partnership with the Financial Sector Deepening (FSD) Uganda and the European Union, launched 

a Deal Flow Facility (DFF) on 8th June 2021. The DFF will prepare and enhance business access 

to long term market-based financing (both private and public equity and or debt). This will be done 

by actively matchmaking them to long-term investment capital to allow businesses to focus on 

growth rather than short-term funding needs. In addition to matchmaking, the facility will provide 

business development services to at least 220 companies over a five-year period, with the first 
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cohort expected to start in September 2021. The facility is actively targeting relatively mature 

companies that are seeking investments of not less than US$ 500,000 (about UGX 1.8 billion).  

4.3 Insurance Sector 

As at June 2021, the Insurance industry consisted of the following number of licensed players; reinsurance 

companies (2); non-life insurance companies (21); life insurance companies (9); specialized micro-

insurance companies (2); Health Management Organizations (5); insurance brokers (42); reinsurance 

brokers (3); loss assessors/adjusters (25); bancassurance agents (19) and insurance agents (3,120). In 

addition to the above, two (2) foreign reinsurers – Africa Re, and PTA Re – are operating liaison offices in 

Uganda.  

a) Performance of the insurance sector 

The Gross Written Premium (GWP) income for the sector grew from UGX 534.5 billion in 2020 to UGX 600 

billion which represents an increase of 12.3 percent relative to June 2020. The decomposed data shows 

that non-life GWP income grew to UGX 390 billion in June 2021 up from UGX 347 billion, representing a 

growth of 12.5 percent, while life insurance business GWP income grew to UGX 183.7 billion in June 2021 

up from UGX 149.6billion, representing a growth of 22.8 percent. The GWP income for Health Management 

Organisations (HMOs) decreased by 32.2 percent to UGX 25 billion from UGX 37 billion in June 2020. For 

Micro-insurance, GWP increased by 61.4 percent, from UGX 0.21 billion to UGX 0.34 billion. Micro-

insurance business and life business had the highest growth rates. Non-life insurance contributed most of, 

65.1 percent, the total GWP income 

Table 13: Insurance gross written premiums (UGX Billion) 

 
June 2020 June 2021 Change (%) Market Share, June 2021 (%) 

Non-life   347.6   390.9  12.5 65.1 

Life   149.7   183.7  22.8 30.6 

HMO   37.1   25.1  -32.2 4.2 

Micro-insurer  0.2   0.3  61.4 0.1 

Total  534.5   600.1  12.3 100.0 

Source: IRA 

However, the pandemic affected insurance sector’s underwriting performance and led to an increase in 

incurred claims. The profitability of non-life underwriting business decreasing significantly from UGX 37 

billion for the year to June 2020 to UGX 8.7 billion for the year ended June 2021. During the year ended 

June 2021, relative to the prior year to June 2020, the net incurred claims of non-life insurers, life insurers, 

HMOs and micro-insurers increased by 42.2 percent, 56.6 percent, 9.6 percent, and 424.1 percent 

respectively.  
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b) Risk assessment 

The main risks faced by the insurance sector mainly stem from the slow economic recovery, credit risk, and 

liquidity risk. The disruptive resurgence of the pandemic and its effect on effect on economic recovery has 

consequently slowed the growth in insurance uptake and adversely affected the profitability of the sector. 

Credit risk is mostly related to high outstanding premium receivables, at about USh.120 billion (which is 

about 10% of the GWP), which the IRA has mitigated by instituting directives to insurance institutions to 

implement Cash and Carry. In respect to liquidity, a few players in the market are over exposed to 

investment in real estate thus affecting their liquidity/ability to meet some obligations. To alleviate the 

abovementioned liquidity risk, IRA introduced the Insurance (Capital Adequacy and Prudential 

Requirements) Regulations, 2020 under which players are required to hold a higher capital charge on 

illiquid assets thereby providing an incentive to hold liquid or near cash assets. 

c) Regulatory measures and Policy developments 

The Insurance Regulatory Authority made significant progress developing Regulations to operationalize the 

provisions of the Insurance Act. Seven (07) regulations were gazetted during the year ending June 2021, 

and these included: the Insurance (Fees) Regulations, 2020; the Insurance (Mobile Insurance) Regulations, 

2020; the Insurance (Reinsurance) Regulations, 2020; the Insurance (Capital Adequacy and Prudential 

Requirement) Regulations, 2020; the Insurance (Insurance Training College) Regulations, 2020; the 

Insurance (Licensing and Governance) Regulations, 2020; and the Insurance (Index Contracts) 

Regulations, 2020. Generally, these Regulations aim to enhance the management and governance of 

insurance institutions; policyholder protection and conduct of business; and the sector supervisory 

framework. 

4.4 The Retirement Benefits Sector 

a) Performance of the insurance sector 

In spite of the impact of the pandemic, the pension sector’s Assets Under Management (AUM) increased 

by 4.1 percent during the year to June 2021, to UGX 17.8 trillion. Of these AUM, UGX 15.4 trillion was 

attributed to the National Social Security Fund (a systemically important Financial Institution in the 

Retirement Benefits Sector) and UGX 2.4 trillion for voluntary occupational schemes. The growth is 

attributed to contributions and investment income which cumulatively stood at UGX 1.6 trillion and UGX 1.7 

trillion respectively for the year ended June 2021. However, the above contributions represented a reduction 

of UGX 200 billion compared to the prior year to June 2020, as a number of employers and employees 

were affected by the pandemic. 

Most of the AUM in the Retirement Benefits sector are held in Government securities, which account for 

74.5 percent of their investment portfolio.  Quoted equities account for only 13.3 percent of the sector AUM, 
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of which a significant proportion amounting to 41.4 percent (or Ush.2.38 trillion) is held in financial sector 

stocks comprising mainly of banking institutions. The fixed income portfolio returned a 12-month median of 

16.7 percent while money market and quoted equities registered median returns of 10.1 percent and 15.1 

percent respectively.  

Table 14: Pension sector allocation of AUM 

Asset Class June 2018 June 2019 June 2020 June 2021 

Total investments (billions) 11,416 13,015 15,207 17,867 

Asset class Proportion (%) Proportion (%) Proportion (%) Proportion (%) 

Cash and demand 0.3 0.5 0.4 0.8 

Fixed deposit 1.5 1.9 2.2 2.1 

Other fixed income* 1.1 0.8 0.6 0.4 

Government securities 72.5 74.6 75.9 74.5 

Quoted equities 17.2 13.5 12.4 13.3 

Unquoted equities 2.1 2.6 2.4 2.2 

Immovable property 5.3 6.1 6.1 6.6 

Other investments** 0.01 0.1 0.1 0.1 

* Other Fixed income asset class represents (Commercial Paper, Corporate bonds, ABS, CIS), 

** Other investments represent guaranteed funds and other approved assets structures. 

Source: URBRA 

b) Risk overview  

▪ Default/Credit Risk: Schemes’ investments in government securities are in the respective 

countries’ currencies, so default risk is largely minimized. As at June 2021, schemes had about 

USh.53.7 billion and USh.25.2 billion in corporate bonds and collective investment schemes 

respectively. 

▪ Interest rate risk: During the period under review, yields fell across all tenors as BOU eased the 

monetary policy. At the same time, schemes increased their appetite for government securities 

amongst a shortage of investment options brought about by the effect of the pandemic on 

enterprises. As such, there is a risk that schemes could register a loss in market value of their 

portfolios (re-investment risk) as rates go up. 

▪ Volatility Risk: Schemes’ equity investments are majorly exposed to the financial sector, at 41 

percent, mainly comprising the banking stocks; and the technology & telecom sector, at 27 percent 

mainly consisting of two dominant stocks i.e. “Safaricom” and Vodacom. Despite limited activity on 

the USE, the pension sector’s major equities holdings, in the financial sector, were boosted by 

gains from Nairobi Stock Exchange’s (NSE) top banking stocks during the June 2021.  

 

c) Regulation developments and Initiatives for the Retirement Benefits Sector 

▪ In 2020, the URBRA (Operation and Management of Retirement Benefits Schemes) Regulations 

2020; and URBRA (Merger & Winding up of Retirement Benefits Schemes) Regulations 2020 were 
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gazetted. URBRA also developed guidelines on Retirement Benefits Schemes outsourcing, 

complaints handling, and preparation of retirement benefits scheme annual reports. 

▪ The disruption caused by the Covid-19 pandemic brought a strong focus on the need to strengthen 

URBRA’s digital capability to facilitate efficient operations, strengthen the capacity of service 

providers, provide flexible regulatory oversight, and has reinforced the need to fast-track the 

establishment of a National Micro-pension Scheme.  

▪ URBRA, issued guidelines for virtual inspections, permitted flexible remittance of contributions and 

recovery plans, and increased communication with schemes and service providers. The impact of 

the COVID-19 pandemic on the sector has demonstrated the importance of having a well-balanced 

and diversified portfolio to permit enhancement of risk management where trustees diversify into 

alternative assets that tend to have lower correlations with equity or bond markets. The Authority 

has also introduced risk-based supervision putting emphasis on transparency of scheme operating 

costs to permit value for money comparisons, review of fees payable for managing fixed income 

instruments and underperforming fund managers, and promotion of industry-wide consolidation of 

schemes to enhance performance.  

4.5 The Deposit Protection Fund (DPF) 

a) Deposit insurance coverage 

▪ Total deposits within the banking sector were UGX 31 trillion as at end June 2021, out of which, 

18.6 percent (or UGX 5.8 trillion) were protected. The 18.9 percent coverage is well above the 10.0 

percent benchmark under the East African Monetary Union (EAMU) convergence criteria.  

▪ The number of accounts in the banking sector rose to 19,068,805 as at June 30 2021, up from 

16,682,703 as at June 30, 2020, reflective of growing confidence in the sector. It is important to 

note that approximately 98.0 percent of the total number of accounts had balances of at least UGX 

10 million and hence were fully protected by the DPF. This was well above the 90 percent 

benchmark set under the EAMU convergence criteria. 

▪ The fund size increased by 22.7 percent over the year ended June 2021, to UGX 966 billion. At this 

fund size, DPF could pay 16.7 percent of total protected deposits, though this slightly below the 20 

percent benchmark recommended by the EAC-MAC. However, it is worth noting that with the 

current fund size, DPF has an effective coverage ratio of 3.1 percent which meets the 3 percent 

benchmark set under the EAMU convergence criteria. 

b) Regulatory and Supervision Developments for Deposit Protection 

▪ During the period under review, DPF together with BOU engaged banking institutions to update 

their depositors’ records with a unique identifier – National Identity Numbers (NIN) for Ugandans, 
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passport numbers for foreigners, and registration numbers for non-Individuals. As of June 30, 2021, 

the level of compliance with the requirement to maintain updated depositor information stood at 

74.3 percent compared to 61.8 percent in June 2020. However, the banking institutions fell short 

of the 80 percent target, largely due to the disruptive impact of the pandemic. To expedite the pay-

out process, customers are required to provide either an alternative bank account or mobile money 

number which can be used to effect payment of the protected deposits.  

▪ DPF and BOU have also enhanced collaboration through holding quarterly coordination meetings 

in line with the provisions of the memorandum of understanding between the two institutions. These 

engagements facilitate discussion and mitigation of risks to the DPF, which could emanate from 

the performance of Supervised Financial Institutions, among other issues.  

4.6 Tier 4 Microfinance Institutions 

The Uganda Microfinance Regulatory Authority (UMRA) regulates the non-deposit-taking microfinance 

institutions (MFIs) and Savings and Credit Cooperatives (SACCOs). Data from UMRA indicated that as of 

end June 2021, twenty-six (26) SACCOs had been licensed, and these had aggregate assets and share 

capital of Ush.58.19 billion and Ush.16.67 billion, respectively. Table 15 shows that the SACCO have strong 

capital and liquidity positions. As at end June 2021, the core capital-to-total assets ratio was at 48.2 percent, 

well above the minimum requirement of 10 percent and the industry capital-to-total assets stood at 19.6 

percent, well above the minimum requirement of 8 percent. Regarding liquidity, the aggregate liquidity ratio 

was 44.8 percent as at June 2021, well above the minimum of 15 percent.  The strong liquidity is partly 

attributed to reduced lending due to the reduction in economic activities caused by COVID-19 pandemic. 

Table 15: Aggregate Financial Soundness Indicators, percent 

 Soundness Indicators (percent) Dec 2020 June 2021 

Capital Adequacy Core Capital/Total Assets  46.7 48.2 

Core Capital/Total Deposit  117.5 124.2 

Institutional Capital/ Total Assets 18.6 19.6 

Asset Quality NPLs/Total Portfolio 30.6 32.5 

NPL (Net of provision)/Core Capital 29.8 31.9 

Liquidity Liquidity Ratio 49.0 44.8 

Liquidity Assets/Total Deposits 51.2 47.0 

Liquid Assets/Total Assets 20.3 18.3 

External Loans/Total Assets 10.0 9.5 

Source: UMRA 

However, non-performing loans-to-total portfolio (or Portfolio at Risk) deteriorated to 32.5 percent as at end 

June 2021 from 30.6 percent as at end December 2020, due to the impact of the pandemic on economic 

activity and borrowers’ ability to meet loan obligations. Asset quality poses a risk to SACCOs’ liquidity and 

capital position. 
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UMRA’s guidelines on credit management and restructuring during the COVID-19 pandemic were still in 

effect. Institutions were advised to consider offering payment moratoria for loans that were disbursed before 

the pandemic, and borrowers were encouraged to request for credit relief where eligible.  
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CHAPTER 5: SUMMARY OF SYSTEMIC RISKS AND OUTLOOK FOR 

FINANCIAL STABILITY 

5.1 Overview of systemic risks to Uganda’s banking system 

Overall, systemic risks to financial stability reduced during the year to June 2021 due to stable 

conditions in the financial markets, improved banking sector solvency, and reduced structural risks.  

Bank of Uganda’s Systemic Risk Dashboard, a composite tool for assessing key risks to Uganda’s banking 

system, shows that overall systemic risk reduced by slightly 4.3 percent during the year to June 2021, but 

remains heightened.  

The trend in the aggregate systemic risk was supported by shoots of recovery in economic activity, and the 

strong capital and liquidity buffers held by the banking sector backed BOU prudential policy measures. The 

uptick of recovery in economic activity, if sustained, will reduce macro risk. However public debt levels 

continue to rise, elevating concerns about its sustainability and potential adverse impact on financial system 

stability going forward. Furthermore, the pace of economy recovery remains slow, with considerable 

uncertainty about the path and robustness of recovery and some sectors remain under partial lockdowns, 

which could affect performance of the banking sector.  

Credit risk increased and remains a concern to financial stability, as the stock of past-due loans that were 

restructured under the Credit Relief Program continue to increase. Moreover, with the credit relief measures 

scheduled to end in September 2021, credit risk is projected to increase if stronger economic recovery is 

not realized faster. Market risk remains low, as interest rate and foreign exchange rates have been relatively 

low and stable. However, this could change, adversely, as Advanced Economies reverse their 

accommodative policy stance. Also, liquidity risk remains stable, supported by low funding costs. However, 

the potential increase in non-performing loans and tightening of monetary policy stance going forward could 

upset the banking institutions’ liquidity conditions. 

Chart 25: Bank of Uganda systemic risk dashboard 

Summary Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 
Annual 

change (%): 

Overall risk      -4.3 

Macro risk      -26.3 

Credit risk      9.5 

Credit growth      -10.9 

Credit concentration      10.2 

Credit quality      30.3 

Liquidity risk      16.3 

Market liquidity      26.1 

Funding liquidity      7.6 

Market risk      2.2 
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Foreign exchange risk      -17.3 

Interest rate risk      -24.9 

Asset price risk      48.5 

Profitability & solvency      -7.0 

Profitability      0.9 

Solvency      -28.1 

Structural risk      -6.1 

    Source: Bank of Uganda 

Concentration, as measured by the HHI of banking industry assets, reduced during the quarter, due to 

increased competitiveness among the small and medium-sized banks. However, dominance of the sector 

by the DSIBs persists and remains a concern. Accordingly, BOU continues to implement more stringent 

regulation and supervision of the DSIBs, pursuant to the Financial Institutions (Capital buffers and Leverage 

Ratio) Regulations 2020, to mitigate the potential risk that these banks pose to systemic stability. 

 

5.2 Results of banking sector solvency stress tests 

In order to assess the resilience of financial institutions to the key systemic risks, BOU conducts micro and 

macro stress tests. This Report focuses on micro stress tests that were performed using sensitivity analysis 

in order to determine the impact of individual risk factors on the performance and stability of the banking 

system.  

The stress testing results presented below focus only on credit risk, which has emerged as the most 

pertinent to the performance of the banking system. In particular, one scenario was considered, that is, the 

impact of a further deterioration in credit facilities that have been restructured under BOU’s Credit Relief 

Measures program. In the scenario; 

• It was assumed that up to 50 percent of the outstanding stock of restructured loans, amounting to 

UGX 1.7 trillion, would become NPLs by end-December 2021.  

• A bank was then deemed to have failed the stress test if the impact of the shock resulted in losses 

that depleted the bank’s core capital to the point where it breaches the regulatory minimum core 

CAR of 10 percent. 

      Table 16: Results of credit risk stress test for June 2021 

 
Pre-shock: Jun-21 Post-shock: Dec-21 

Core CAR (%) 22.1 19.0 

Core capital (UGX billion) 5,968.7 5,113.7 

NPLs (UGX billion) 895.2 2,551.8 

NPL ratio (%) 5.1 14.5 

      Source: Bank of Uganda 
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The results of the stress test showed that following the above-mentioned shock, the banking sector’s 

aggregate NPLs would increase from UGX 895.2 billion to UGX 2,551.8 billion over the six months to 

December 2021, which would push the NPL ratio from 5.1 percent to 14.5 percent. Consequently, assuming 

minimal growth in the banks’ risk-weighted assets during this period (a possibility given the anemic credit 

growth and slow economic recovery), the industry’s core CAR would reduce from 22.1 percent (in June 

2021) to 19.0 percent by end-December 2021. Nonetheless, the results revealed that as at end-June 2021, 

most banks held sufficient capital buffers to absorb any further significant credit losses in the short-term. 

 

5.3 Outlook for financial stability 

The outlook for systemic risks in Uganda’s financial system remains highly uncertain. Near-term aggregate 

risks to financial stability are likely to remain elevated and the SFIs’ operating environment is likely to remain 

challenging, until stronger and robust economic growth prevails.  

Going forward, the banking system’s resilience is likely to be affected by several factors including the slow 

economic recovery, potential resurgence of the pandemic, effect of tighter global financial conditions on 

liquidity risk as Advanced Economies normalize policy interventions and the projected rise in credit risk in 

the near term after the expiry of the CRM program. The aforementioned downside risks and the unpredictable 

nature of future economic stresses necessitate that financial institutions should maintain and enhance their 

resilience, in readiness to continue supporting their customers and economy recovery.  

BOU remains mindful of the evolution of the adverse effects of the pandemic and stands ready to review 

the macroprudential policy measures highlighted in this Report and to take other appropriate measures as 

the pandemic evolves, in order to safeguard the stability of the financial system. 
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STATISTICAL APPENDICES 

Appendix 1: Commercial banks’ quarterly financial soundness indicators (percentage ratios) 

Source: Bank of Uganda 

  
June Sept Dec Mar June Sept Dec Mar June 

2019 2019 2019 2020 2020 2020 2020 2021 2021 

Capital adequacy          

Regulatory capital-to-risk-weighted 
assets 

22.1 21.4 21.8 21.9 22.7 22.5 22.2 23.8 23.5 

Regulatory tier 1 capital-to-risk-
weighted assets 

19.6 19.6 20.1 20.3 21.1 20.9 20.6 22.2 22.1 

Leverage ratio 11.1 11.0 10.7 11.8 11.6 11.3 10.9 12.0 11.5 

Asset quality          

NPLs-to-total gross loans 3.8 4.4 4.9 5.4 6.0 5.1 5.3 5.4 4.8 

NPLs-to-total deposits 2.5 2.8 3.1 3.3 3.7 3.1 3.2 3.3 2.9 

Sectoral distribution of gross loans (%)          

Agriculture 12.6 13.4 13.5 13.1 12.4 12.4 12.2 11.8 11.8 

Mining and quarrying 0.6 0.5 0.6 0.3 0.3 0.3 0.3 0.3 0.3 

Manufacturing 14.3 13.5 12.8 12.3 12.3 12.0 12.1 12.4 12.5 

Trade 19.1 18.9 19.2 18.7 16.8 16.6 16.4 16.8 16.4 

Transport and comm. 4.4 3.7 3.9 5.0 5.6 5.0 6.2 5.7 5.5 

Building and construction 20.1 21.1 20.2 20.9 20.6 20.5 19.8 20.2 20.7 

Personal loans 18.3 18.5 18.4 18.9 17.0 17.6 17.8 18.2 18.8 

Others 10.6 10.5 11.4 10.7 15.1 15.5 15.3 14.6 14.1 

Large exposures-to-total capital 116.7 116.7 110.0 101.7 107.5 107.3 110.7 105.2 97.0 

Earnings & profitability           

Return on assets 2.7 2.8 2.9 2.8 2.6 2.6 2.4 2.5 2.7 

Return on equity 15.8 16.1 16.7 15.9 15.2 15.1 14.2 14.7 15.5 

Net interest margin 11.2 11.2 11.3 11.2 10.9 10.4 10.2 10.4 10.2 

Cost of deposits 2.3 2.5 2.5 2.6 2.5 2.5 2.4 2.4 2.4 

Cost-to-income 72.9 72.2 72.0 73.2 74.3 74.3 75.1 73.5 71.7 

Overhead-to-income 52.2 51.4 51.6 51.6 51.0 50.8 50.9 49.5 49.1 

Liquidity          

Liquid assets-to-total deposits 45.5 50.3 48.6 48.8 49.4 48.8 50.7 47.6 51.5 

Total loans-to-total deposits 64.7 64.2 63.2 61.5 60.9 60.4 60.8 61.2 59.9 

Market sensitivity          

Foreign currency exposure-to-
regulatory tier 1 capital  

-3.6 -2.4 -4.7 -6.5 -6.9 -7.5 -6.0 5.5 -6.6 

Foreign currency loans-to-foreign 
currency deposits  

61.8 62.8 60.1 56.6 62.7 62.2 62.1 62.3 59.2 

Foreign currency assets-to-foreign 
currency liabilities  

88.2 86.5 92.4 93.8 98.2 95.7 99.5 94.3 93.5 
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Appendix 2: Commercial banks’ quarterly balance sheet (UGX billion) 

  
June  
2019 

Sept  
2019 

Dec  
2019 

Mar  
2020 

June 
2020 

Sept  
2020 

Dec  
2020 

Mar  
2021 

June 
2021 

ASSETS (UGX billion)                   

Cash & cash assets 949.5 997.4 1,318.3 11,710.8 1,240.3 1,355.5 1,623.2 1,481.1 1,309.0 

Balances with BOU 2,771.6 2,663.4 3,331.4 2,969.6 3,948.8 3,606.2 3,596.6 4,136.2 4,502.5 

Due from financial institutions 2,905.3 2,747.4 3,203.9 3,997.3 3,829.9 3,891.5 4.079.9 3,597.9 3,553.2 

Government securities 6,615.2 6,566.1 7,214.9 7,366.8 7,705.3 8,180.8 10,070.4 9,965.3 10,241.8 

Total gross loans & advances 13,583.4 13,827.2 14,459.5 14,490.3 15,503.8 15,687.2 16,281.2 16,420.5 16,571.5 

 LESS: Provisions -298.0 -333.7 -347.9 -345.1 -433.7 -423.0 -465.2 -498.7 -452.7 

Net loans & advances 13,285.4 13,493.5 14,111.6 14,145.1 15,070.1 15,264.2 15,816.0 15,921.8 16,118.9 

Net fixed assets 989.3 1,110.1 1,160.9 1,193.1 1,187.9 1,123.7 1,134.8 1,144.7 1,108.1 

Other assets 2,760.0 3,396.0 2,487.1 2,742.4 2,843.2 3,437.2 1,978.9 2,091.8 2,937.4 

TOTAL ASSETS 30,276.3 30,973.8 32,828.2 33,585.2 35,825.4 36,859.2 38,299.8 38,338.8 39,770.8 

           

LIABILITIES (UGX billion)          

Deposits 20,988.8 21,550.9 22,870.6 23,576.8 25,471.3 25,957.6  26,774.4  26,832.2  27,685.7  

Due to financial institutions 553.6 553.8 683.9 896.4 725.7 1,019.1  849.7  1,080.7  991.9  

Administered funds 1,038.0 1,127.1 941.4 918.9 1,017.7 1,204.3  1,150.5  1,149.4  1,056.3  

Other liabilities 2,545.7 2,408.4 2,712.3 2,405.5 2,558.1 2,449.3  3,265.8  2,716.6  3,131.0  

TOTAL LIABILITIES 25,126.1 25,640.2 27,208.1 27,797.6 29,772.7 30,630.2  32,040.3  31,778.9  32,865.0  

           

CAPITAL (UGX billion)          

Paid-up capital 1,358.7 1,363.5 1,400.4 1,434.8 1,425.4  1,425.4   1,445.2   1,538.1   1,563.6  

Share premium 1,177.7 1,177.7 1,177.7 1,177.7 1,177.7  1,763.0   1,763.0   1,847.6   1,847.6  

Retained reserves 1,959.3 1,917.2 1,926.8 2,732.4 2,692.2  2,040.5   1,929.5   2,582.8   2,488.0  

Other reserves/subordinated 
debt 

278.3 267.5 307.8 225.4 322.4  313.2   266.9   311.8   412.1  

Profit – Loss (current year) 376.1 607.7 807.5 217.4 435.0  686.8   855.0   279.7   594.5  

TOTAL SHAREHOLDERS' 
FUNDS 

5,150.3 5,333.6 5,620.2 5,787.6 6,052.7  6,229.0   6,259.5   6,559.9   6,905.8  

           

OFF BALANCE SHEET ITEMS 
(UGX billion) 

         

Letters of credit 493.5 422.5 417.8 533.3 525.9  651.9   596.3   628.7   722.4  

Guarantees & performance 
bonds 

4,015.9 3,807.3 3,913.7 3,897.6 3,504.0  3,738.5   3,545.9   3,644.6   3,936.3  

Unused loans/overdrafts 
commitment 

2,879.2 2,953.9 3,521.3 3,633.3 3,443.2  3,966.2   3,915.6   3,845.2   3,839.8  

Other off-balance sheet items 839.9 1,073.3 1,199.4 767.9 521.9  445.3   420.4   429.7   785.5  

TOTAL OFF-BALANCE 
SHEET ITEMS 

8,228.5 8,257.1 9,052.2 8,832.2 7,994.9  8,801.9   8,478.2   8,548.2   9,284.1  

Source: Bank of Uganda 
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Appendix 3: Commercial banks’ quarterly income statement, year-on-year figures 

 UGX Billion 
June 
2019 

Sept 
2019 

Dec 
2019 

Mar 
2020 

June 
2020 

Sept 
2020 

Dec 
2020 

Mar 
2021 

June 
2021 

 INCOME                    

Interest income                   

Advances 2,011.3 2,092.1 2,157.0 2,210.2 2,258.2  2,249.5   2,235.2   2,253.3   2,273.8  

Government securities 676.8 710.3 729.3 750.0 769.8  805.0   856.3   895.8   958.8  

Deposits abroad 46.2 57.3 65.2 68.4 60.2  53.9   44.0   40.9   38.1  

Other 139.6 119.7 125.2 131.2 140.4  152.2   152.6   150.2   147.7  

Charges, fees & 
commissions 

551.4 563.4 581.2 620.7 590.1  592.7   598.5   588.3   624.5  

Foreign exchange 
income 

253.6 245.3 243.3 244.6 266.3  270.0   302.8   347.7   344.4  

Other income 303.5 338.9 357.4 352.6 351.4  375.4   351.2   388.4   463.7  

TOTAL INCOME 3,982.4 4,127.1 4,258.5 4,377.8 4,436.3  4,498.7   4,540.6   4,664.5   4,851.0  

           

EXPENSES           

Interest expense on 
deposits 

463.5 500.1 529.2 551.6 570.4  586.9   602.1   611.6   625.1  

Other interest expenses 152.4 158.2 157.7 159.9 160.9  155.7   157.9   154.3   155.4  

Provisions for bad debts 206.2 202.1 180.9 234.5 300.1  313.6   339.1   356.6   318.7  

Salaries, wages, staff 
costs 

870.5 890.3 912.0 924.6 931.1  929.9   930.2   923.6   938.7  

Premises, depreciation, 
transport 

356.1 364.7 371.8 383.9 390.7  399.1   412.2   415.5   422.3  

Other expenses 850.9 864.7 914.1 950.2 941.3  955.4   967.8   967.7   1,020.0  

TOTAL EXPENSES 2,899.6 2,899.6 2,980.2 3,065.8 3,294.6  3,340.6   3,409.2   3,429.3   3,480.2  

ADD: Extraordinary 
credits/charges 

2,202.0 898.2 - - -  -     -     -     -    

Net profit before tax 1,080.6 1,146.1 1,192.8 1,172.8 1,141.7  1,158.1   1,131.4   1,235.2   1,370.9  

LESS: Corporation tax 305.4 329.2 309.4 313.4 288.0  283.8   285.2   326.7   368.0  

NET PROFIT AFTER 
TAX 

775.1 816.9 883.4 859.5 853.8  874.3   846.2   908.5   1,002.9  

Source: Bank of Uganda 
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Appendix 4: Selected quarterly financial soundness indicators for East African countries (percentage ratios) 

    
June 
2019 

Sept 
2019 

Dec 
2019 

Mar 
2020 

June 
2020 

Sept 
2020 

Dec 
2020 

Mar 
2021 

June 
2021 

Regulatory 
capital to risk-
weighted 
assets 

Uganda 21.3 21.4 21.8 21.9 22.7 22.5 22.2 23.8 23.5 

Kenya 18.2 18.3 18.8 18.5 18.5 15.6 16.7 16.5 16.5 

Tanzania 18.1 18.0 17.6 18.0 17.9 18.3 18.1 18.9 18.9 

Rwanda 23.3 23.7 24.1 24.9 23.6 22.6 21.5 22.3 22.5 

Burundi 24.0 27.5 21.6 29.7 26.2 30.6 30.1 29.0 29.0 

NPLS to total 
gross loans 

Uganda 3.8 4.4 4.9 5.4 6.0 5.1 5.3 5.4 4.8 

Kenya 12.7 12.4 12.0 12.5 13.1 13.4 14.1 14.6 12.3 

Tanzania 10.7 11.1 10.1 11.0 10.8 10.4 9.4 9.3 9.3 

Rwanda 5.6 5.3 4.9 5.4 5.4 5.2 4.5 6.6 5.7 

Burundi 9.7 8.3 5.6 6.6 6.2 6.8 5.4 4.8 4.1 

Return on 
assets  

Uganda 2.7 2.8 2.9 2.8 2.6 2.6 2.4 2.5 2.7 

Kenya 2.8 2.7 2.7 2.6 0.7 1.7 1.6 2.6 3.4 

Tanzania 2.0 1.8 1.8 2.0 2.2 2.2 2.0 2.4 2.4 

Rwanda 2.6 3.1 3.3 3.2 1.8 1.9 2.0 2.4 2.5 

Burundi 2.2 3.4 4.1 1.1 2.1 3.4 3.9 1.0 1.7 

Return on 
equity  

Uganda 15.8 16.1 16.7 15.9 15.2 15.1 14.2 14.7 15.5 

Kenya 23.8 22.5 22.9 21.6 15.6 14.8 13.8 22.0 23.4 

Tanzania 8.8 7.8 6.6 8.5 9.9 9.4 7.8 10.0 10.2 

Rwanda 9.3 11.7 12.5 11.8 9.9 11.0 11.8 14.5 14.4 

Burundi 21.2 34.4 43.7 10.0 19.8 33.1 39.0 8.0  

Foreign 
currency 
exposure to 
regulatory tier 
1 capital 

Uganda -3.6 -2.4 -4.7 -6.5 -6.9 -7.5 -6.0 5.5 -6.6 

Kenya 2.9 2.0 2.3 1.9 1.7 1.2 1.4 1.8 2.8 

Tanzania 6.6 7.5 9.0 7.4 7.3 6.2 9.0 5.0 4.9 

Rwanda -8.6 -5.3 -4.6 -3.4 -6.6 -7.3 -4.4 -3.2 -4.7 

Burundi 4.6 5.2 9.3 12.0 0.7 7.0 17.0 11.6 4.5 

Liquid assets 
to total 
deposits 

Uganda 45.5 50.3 48.6 48.8 49.1 48.8 50.7 47.6 51.5 

Kenya 48.7 50.5 54.1 52.9 55.6 55.8 57.1 57.3 57.3 

Tanzania 45.7 43.1 41.0 37.7 39.0 38.2 37.0 35.6 35.6 

Rwanda 36.1 33.7 35.7 37.9 36.4 36.0 39.5 35.9 38.1 

Burundi 21.2 18.2 18.1 17.2 16.8 14.2 15.5 11.6 11.6 

Source: EAC Partner State Central Banks 

 

 

 

 


