
Monetary Policy Statement FAQs 

1     What factors led the economy to bounce back in 2021 after the contraction noted in 2020?

The recovery in economic growth was driven by a rebound in both industry and services output growth. Growth in 
Agricultural output declined due to harsh weather conditions.

3    What factors caused the decline in the average price level of goods and services despite the
       continued rise in food crop, energy, and fuel prices? 

Falling transport fares, which more than offset rising fuel prices as the lifting of travel restrictions allowed passenger 
transport services to operate at full capacity.

4    What is likely to drive prices in the future?

Rising international crude oil prices; increasing household spending due to a recovery in economic activity; higher 
inflation in advanced and emerging market economies from which Uganda imports. It is important to note that the BOU 
forecasts show that although inflation will rise, it will stabilize around the medium target of 5 percent. 

 5    Why did Bank of Uganda decide to maintain the Central Bank Rate (CBR) at 6.5 percent?

The 6.5 percent is consistent with meeting the inflation target of 5 percent in the medium term while supporting eco-
nomic growth recovery.  Going forward, BOU will adjust the CBR depending on how fast the economy recovers relative 
to its long-run growth path and how quickly inflation evolves to its medium-term target of 5 percent.  

6    What other monetary policy support is being provided? 

BOU will continue, through commercial banks, to provide targeted credit relief to the education and hospitality sectors, 
which remained under lockdown for an extended period. In addition, Supervised Financial Institutions that may come 
under liquidity distress can continue to access the COVID-19 Liquidity Assistance Program (CLAP) until the economic 
situation normalises. 

2    What is driving the future path for economic recovery?

The full reopening of the economy is expected to allow the recovery in domestic demand to broaden to include more 
sectors, particularly the education and hospitality. In addition, Government investment in infrastructure, increased social 
spending and a rebound in tourism are expected to lead to economic growth. 

The recovery is however contingent on the evolution of COVID-19 variants and associated lockdown measures, the 
speed at which Government investments projects are undertaken and weather conditions. In addition,
domestic economic recovery could be stalled by lower global growth, continued supply disruptions and tightening 
global financing conditions. 
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