
• While the outlook for inflation is highly uncertain, the balance of risks is tilted upwards. These risks include :- 

   - The possibility that inflation expectations have shifted upwards leading to higher inflation being more persistent.

   - Increase in the ongoing conflicts, which could result in higher crude oil prices and intensified supply shortages of essential 

     commodities.

   - Faster monetary policy tightening by major central banks, which could result in a stronger weakening of the Uganda shilling       

     exchange rate.

   - Unpredictable weather patterns, which could negatively affect food production.

• Nonetheless, this could be countered by lower global growth, faster declines in commodity prices due to monetary policy 

  tightening, and lower domestic demand as incomes decline.

• Annual Inflation has been largely driven by a combination of external factors triggered by global shocks, the recent drought

 which drove a surge in food prices as well as a weaker Uganda shilling exchange rate.

• However, the pace of inflation has slowed down largely on account of an annual decline in average prices of items related to

 electricity, fuel, and utilities. Annual EFU (Electricity, Fuel & Utilities) Inflation declined to 18.7% in September 2022 from 

19.6% in August 2022. 

Monetary Policy Statement FAQs 

1      What factors have driven the rise in the average price level of goods and services (Inflation) in the country?

2     What is likely to drive prices in the future?
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• High uncertainties for the economy remain as several risks intensify. These risks include :– 

   - Weakening global economic activity under the impact of the conflict in Ukraine and aggressive monetary policy actions by 

      most advanced and emerging economies resulting in tight global financial conditions. 

   - As global financial conditions tighten, the shilling exchange rate is experiencing surges of volatility amidst reduced

      international reserves. 

   - In the months ahead, exports could also be constrained, and this could put further pressure on the shilling.

   - Furthermore, inflation and higher interest rates are putting pressure on business and household budgets and this is 

      expected to reduce spending.

•  However a slight pick-up in domestic activity, largely supported by a rebound in industrial activity, was observed in the

    quarter to August 2022. Business sentiments have also improved since the previous forecast.

4     Why did Bank of Uganda increase the Central Bank Rate (CBR) from 9 percent to 10 percent?

• BoU increased the CBR to 10% considering the outlook of higher inflation which is forecast to rise averaging around 7.3% in

   2022   and between 8 – 10% in 2023, before declining back to around 5% in 2024.

• The recent increases in the CBR have had somewhat an indirect effect in stabilizing the shilling exchange rate, which is 

   expected to cushion the inflationary pressures.

• The BoU remains committed to taking the necessary measures to restore inflation to the target of 5 percent in the medium

   term. 

3     What is driving the future path for economic growth?


