
•  Bank of Uganda, through its Monetary Policy role, aims at ensuring price stability in the economy.  Thus,  Bank of Uganda  
     (BoU) issues the MPS to publicize its decision on the Central Bank Rate (CBR). 
•  The CBR is a policy interest rate set to influence the pricing of financial assets in the economy, such as loans. 
•  The inflationary pressures the country has been experiencing in the recent past hurt everyone, but especially the ordinary    
     Ugandan who does not have vast resources to diversify in terms of financial assets and wealth.
•  The Monetary Policy Statements (changes in the CBR) are, therefore, a commitment by BoU to firmly contain Inflation 
     around the 5 percent target.

Monetary Policy Statement FAQs 

1     The Bank of Uganda has issued the first Monetary Policy Statements (MPS) for the year 2023. 
       Why should the ordinary Ugandan care about the MPS?
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•  Annual Inflation is measured as a percentage change in overall prices from the same period a year ago.    In January 2022, 
     when the economy fully reopened,  the Government allowed public transportation vehicles to resume carrying passengers
     at full capacity. This caused a significant drop in public transport fares. The increase in inflation observed in January 2023
     is therefore viewed in comparison to the one-off decline experienced in the previous year. This rise is thus expected to be
     short-lived.
•  Indeed, on average, Inflation registered declines in the three months to January 2023 compared to the three months to 
     October 2022. 
•  Inflation is expected to continue declining in the months ahead due to lower food and energy prices, lower than expected 
     global growth due to high interest rates, stability of the Uganda shilling and moderate demand pressures supported by 
     tight monetary conditions.
•  However, prices might rise on account of higher food crop prices if the weather conditions remain unfavourable. 
•  Nonetheless, BoU projects Core inflation to return to the 5% target by the end of 2023 

3     Bank of Uganda projects economic growth to range between 5.0-5.6 percent in FY 2022-2023. What will be the
       sources of this growth?

•  The latest Quarterly GDP (total value of goods and services produced within a country’s borders) data from the Uganda 
     Bureau of Statistics revealed that growth in the three quarters to September 2022 was higher than expected, averaging 6%. 
     This was on account of strong industrial and service output growth, which more than offset a decline in growth of the 
     agricultural output. 
•  The projected growth range of 5.0-5.6% is slightly higher than the previous projection of 5.0-5.3%. Indeed, the sources of 
     this   growth include :- Increased external demand for exports, a significant rebound in foreign direct and private investment,
     and  better supply-chain conditions.
•   Nonetheless, economic growth is projected to remain below its long-term trend until FY 2025/26.

•  The CBR decision is guided by Bank of Uganda’s mandate to ensure price stability. 
•  Based on the uncertainty surrounding the economic outlook, the current CBR was assessed to be appropriate to contain 
     domestic demand pressures and subsequently curb Inflation, while at the same time accommodating and supporting 
     economic recovery. 
•  The BOU will continuously review the monetary policy stance and stands ready to respond appropriately given any new 
     information.

2     What caused the increase in Inflation in January 2023? What should we expect going forward? 

4     Bank of Uganda has maintained the Central Bank Rate (CBR) at 10% in February 2023. What informed this
       decision?


