
•  Bank of Uganda (BoU), through its Monetary Policy, aims  at maintaining price stability in the economy.  
     Thus, BoU issues the MPS to communicate its decision on the Central Bank Rate (CBR). 
•  The  CBR is a policy interest rate set to influence pricing  of financial assets in the economy  such as loans, exchange rate, 
     mortgages and ultimately goods & services.
•  The high inflation that the country has been experiencing in the recent past can hurt  everyone, most especially an ordinary
     Ugandan in the lowest income bracket, whose ability to buy goods & services can be eroded by high prices.
•  The Monetary Policy Statement is 1 of the communication tools by BoU about changes in the CBR, based on assessment of   
     the current economic situation & how inflation will evolve in future.

Monetary Policy Statement FAQs 

1     Bank of Uganda has issued the last Monetary Policy Statement (MPS) for the year 2022. Why should the ordinary 
       Ugandan care about the MPS?
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•  Bank of Uganda has been on a Monetary Policy tightening path  since June 2022 when inflation was increasing rapidly and
    spreading broadly across the basket of consumer goods and services.
•  While the high inflationary pressures are beginning to fade, there are many uncertainties surrounding the outlook. 
     Therefore, the journey to returning inflation to the 5 percent target, while keeping the domestic economy balanced remains          
     unclear.
•  Maintaining the CBR at 10 percent will allow Bank of Uganda time to assess the evolving economic outlook, and thereafter
     take necessary policy actions as more information becomes available.  
•  Therefore, households and businesses should make their economic choices for example borrowing, lending, investment &    
     consumption (especially during this season and the next) with these factors in mind.

3     What has been the overall impact of the various CBR decisions that BoU has taken throughout the year?

•  The Uganda shilling has been stronger than expected, appreciating by 1.6 percent in November 2022.
•  In addition, the high inflationary pressures previously experienced are beginning to fade. Indeed, annual headline inflation   
     decreased slightly from 10.7 percent in October 2022 to 10.6 percent in November 2022, while annual core inflation 
     declined from 8.9 percent to 8.8 percent over the same period.
•  BoU also projects that inflation will continue to moderate, averaging between 6 to 8 percent in 2023, and stabilize around 
     the 5 percent medium-term target by the end of 2023.

•  A recession occurs when economic activity declines across the economy and last more than 6 months (2 quarters).
•  The domestic economy remains largely resilient to the current external shock. Certainly, economic growth is now projected
     in the range of 5.0-5.3 percent in FY2022/23, from 4.7 percent in FY2021/22.
•  The notable slowdown of growth is attributed to moderation of external demand due to softening global growth, continued  
     adjustments in US interest rates which have contributed to a persistently strong US dollar, and tighter financial conditions
     due to higher interest rates.
•  Nonetheless, economic growth is projected to strengthen in coming years.

2     Why has the Central Bank Rate (CBR) been maintained at 10 percent in December 2022?

4     High-frequency indicators of economic activity show that economic activity weakened in the quarter to October
       2022. Should Ugandans brace themselves for a recession?  


