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Executive Summary 

 
Monetary Policy Actions in September 2011

In line with global and domestic developments, 

Bank of Uganda tightened monetary policy 
further in September 2011. The tight monetary 
policy stance was aimed at curbing the second 
round effects of supply-side induced inflationary 
pressures, anchoring medium-to-long term 
inflation expectations and mitigating 

depreciation pressures in the foreign exchange 
market that were starting to feed through to 
domestic inflation. The Central Bank Rate 
(CBR) was increased by two percentage points 
to 16 percent in September 2011 from 14 percent 
in August 2011. BOU also widened the band on 
the CBR to plus/minus 4 percentage points from 

plus/minus 2 percentage points in August 2011. 
In order to discourage banks from using the 
Lombard facilities as a permanent source of 
refinancing, the margin on the rediscount rate 
and bank rate were raised to 5 percentage points 
and 6 percentage points, respectively.  

BOU also changed the REPO/reverse REPO 

auction technique from variable (or multiple) 
rate auction to fixed rate auctions. The objective 
was to allow BOU to adequately respond to 
depreciation pressures in the foreign exchange 
market without causing unnecessary volatility 
in interbank market rates. BOU also issued 

Treasury securities in order to align structural 
liquidity with levels consistent with the 
monetary policy stance for the month. Yields on 
government securities, rose in line with the 
tight monetary policy stance. Notwithstanding 
the tight monetary policy stance, BOU issued 
reverse REPOs to fine-tune short-term liquidity 

conditions. BOU also intervened on the sale side 
in the interbank foreign exchange market in 
order to stem the depreciation pressures and 
restore stability in the foreign exchange market. 
BOU however continued with the daily 
purchase of US$ 0.5 million for reserve build-up. 

 
Domestic Economy 

The liquidity conditions in the interbank money 
market remained tight during the month in line 
with the tight monetary policy stance. The 
weighted average 7-day interbank money 
market rate for September stood at 20.6 percent, 
which was above the upper bound of the CBR. 
The growth in monetary aggregates also 
continued to decelerate in line with the tight 
monetary policy stance. On an annual basis, M1, 
M2 and M3 grew by 23.7 percent, 22.4 percent 
and 27.8 per cent, respectively compared to 
growth rates of 26.7 percent, 28.6 percent and 
30.3 percent in July 2011. The relatively high 
growth in M3 is explained by the persistent 
depreciation of the shilling. 

Private sector credit however remained robust, 
growing by 45.4 percent year-on-year in August 
compared to  41.8 in July 2011. Foreign currency 

denominated loans grew by 74.1 percent in 
August 2011 compared to 71.2 percent in July 
2011 while shilling denominated loans grew 
by35.1 percent compared to  31.5 percent during 
the same period of time. The increase in foreign 
currency denominated loans is partly explained 
by the depreciation of the shilling.  

The annual growth of credit to the productive 
sectors of the economy continues to be robust. 
Commercial banks‘ credit to the Trade, 
Manufacturing and Agriculture sectors grew by 
55.0 percent, 41.8 percent and 37.2 percent, 
respectively, compared to 53.4 percent, 33.1 
percent and 29.8 percent in July 2011. The 
annual growth in the personal and household 
loans also rose to 22.0 percent from 15.0 percent 
in July 2011. Though lending indicates economic 
activity could still be robust, it expected to 
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decline sharply as the impact of tight monetary 
policy stance is transmitted through the 
economy.  Government expenditure on goods 
and services, although erratic, continues to be 
on an upward trend. During Q1 of the current 
financial year, government expenditure on 
domestic goods and services averaged Shs. 517 
billion per month compared to an average of 
Shs. 407 billion in the corresponding period of 
the last fiscal year. Government consumption 
therefore remains upbeat, and will continue to 
boost aggregate demand.  On the income side, 
tax performance remains buoyant. In August 
2011, direct taxes and taxes on international 
trade grew by 49.2 percent and 34.5 percent, 

respectively, on a year-on-year basis. Excise 
taxes also grew by 19.2 percent on an annual 
basis.  

The trade balance, on the other hand continues 
to be weak. Imports continued to be robust, 
while export earnings remained low leading to a 
persistent trade deficit, which has had 
implications for aggregate demand and 
depreciation pressures in the foreign exchange 
market. The import bill stood at US$ 434 
million compared to about US$ 397 million in 
July 2011. Total export earnings declined from 
US$ 223 million US$ 221 million during the 
same period of time.  

 

Exchange Rate 

The average monthly exchange rate for 
September 2011 stood at Shs. 2,812.54 per US 
dollar, a depreciation of 2.2 per cent and 24.9 
per cent on monthly and annual basis, 
respectively. The depreciation pressures were 
largely driven by the global strengthening of the 
US dollar, coupled with sustained dollar 
demand from the manufacturing and energy 
sectors and offshore players.  

The currencies of Kenya and Tanzania also 
depreciated during the month in tandem with 
the depreciation of the Uganda shilling 
indicating that the depreciation of the Uganda 
shilling must in part be driven some external 
factor, which is also driving other regional 
currencies.

Inflation and its Determinants 

Inflation has risen swiftly and GDP growth 
prospects have worsened. Inflation has 
displayed some degree of persistence than in the 
past with annual headline inflation increasing 
by 6.8 percentage points to 28.3 percent in 
September 2011. This is by far the highest 
inflation rate since January 1993. Annual core 
inflation also rose to 27.5 percent from 20.1 
percent in August 2011. Annual food inflation 
and food crops inflation also edged up to 50.4 
percent and 38.8 percent from 42.9 per cent and 
33.7 percent, respectively in August 2011. Annual 
non-food and Energy, Fuel and Utilities (EFU) 
inflation also edged up to 18.1 percent and 12.1 
percent, respectively.  

The monthly headline and core inflation rose to 
6.8 percent and 6.7 percent respectively, 
compared to 2.7 percent and 3.9 percent in 

August 2011. Similarly, monthly food and non-
food inflation rose to 8.4 percent and 5.9 percent 
respectively from 2.5 percent and 2.9 percent in 
August 2011. Food crops inflation rose to 8.6 
percent from minus 2.5 percent during the same 
period of time. 

Changes in both commodity and non-
commodity import prices have affected inflation 
developments, with the effects becoming 
stronger over time due to high import intensity. 
This in turn implies that currency movements 
and world commodity prices influence domestic 
inflation, though their effects can be complex 
due to incomplete and changing pass-troughs. 
For instance, non-food inflation has been largely 
driven by the persistent weakening of the 
shilling, which has depreciated by about 25 
percent over the last 12 months. 
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In addition to the global developments, food 
prices have risen persistently since the 
beginning of the year, driven up by a 
combination of local supply shortages and 
higher international prices.  

Risks to inflation somewhat seem tilted to the 
upside, on account of persistent depreciation 
pressures. Nevertheless, due to the high 
uncertainty, risks to the economic growth 
outlook at the current juncture appear broadly 
on the downside and therefore the widening 
economic slack and subdued real income 

growth could limit the upsurge of core inflation 
and this could result in a sharp deceleration of 
core inflation. In addition, the recent market 
expectations concerning policy rate 
developments reflect the market‘s apparent 
view that a tighter monetary stance will prevail 
in the near future. Bond yields suggest that the 
market retains confidence in the will and ability 
of the BOU to contain inflation. If that 
confidence was to be lost, the cost of 
underpinning price stability will likely be 
considerably greater. 

 

Policy Stance 

In view of the need to anchor inflation 
expectations given the persistent risk of 
additional supply-side inflationary shocks, and 
the need to moderate depreciation pressures, 
which could continue to feed through to 
inflation, the BOU tightened monetary policy 

further in October 2011. The CBR was increased 
by 4 percentage points to 20 percent. The rate 
was set at this level in order to gradually bring 
down inflation and at the same time ensure that 
the amount of slack in the economy does not 

increase substantially as this would have 
adverse effects on the economy. The band on the 
CBR will remained at plus/minus 4 percentage 
points. Consequently, the lower and upper 
bounds of the CBR were set at 16 percent and 24 
percent, respectively. The margin on the re-

discount rate remained at 5 percentage points 
on the CBR. Thus, the rediscount rate and Bank 
rate were set at 25 percent and 26 percent, 
respectively.  
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1 Introduction 

The upside risks and uncertainties surrounding 
the near term domestic and global inflation 
outlook continued to September 2011. In line 
with these developments, BOU continued with 
the pursuance of a tight monetary policy stance 
in September 2011 with the objective curbing 
the second round effects of the supply side 
induced inflationary pressures, taming the 
depreciation pressures that would have in turn 
increased the upside risks to inflation, and 
anchoring medium-to-long-term inflation 

expectations at levels consistent with Bank of 
Uganda‘s inflation target. However, BOU also 

injected liquidity into the banking system to 
fine-tune short term liquidity conditions, which 

if allowed to persist, would have resulted in a 
structural liquidity stress in the banking system.  

This report analyses both global and domestic 
developments and assesses the future prospects 
for inflation and economic activity based on the 
outlook of both domestic and external factors 
that are likely to affect inflation and growth. A 
critical analysis of these developments and 
outlook is important in the design of an effective 
monetary policy. This is important because it 
helps to determine the level of domestic 
monetary conditions necessary for the desired 
level of inflation and growth. The report 

discusses the policy implication of these 
macroeconomic developments and outlook in 

the near term and proposes the monetary policy 
stance for October 2011. 

 
2 Global Economic Developments and Prospects  
 

2.1 Real Economic Activity  

The world economy has hit a rough patch on the 
road to recovery and is in danger of skidding off 
course. The Brookings Institution-FT Tracking 
Indices for the Global Economic Recovery 

(TIGER) reveals abundant cause for gloom. 
Growth in emerging markets has remained 
strong though, but the battle against domestic 
inflation and weaknesses in major export 
markets are beginning to bite. The September 
2011 issue of the IMF World Economic Outlook 
(WEO) also indicates that global economic 
recovery is still very weak and uneven while 
confidence continues to decline. It further notes 
that the continued expansion of the global 

economy has come with increasing cyclical 
diversity. The picture is one of excess capacity 
in advanced economies and signs of overheating 
in emerging and developing economies, but with 

significant diversities within each group. 

The recovery in the rest of H2-2011 and 2012 
might continue to remain weak. Indeed, IMF 
forecasts that global growth will decline to 4 
percent in 2011 and 2012 down from 5 percent in 

2010, with advanced economies facing anaemic 
growth of only 1.6 percent in 2011.The general 
picture among G-20 economies is one of slowing 
growth, swooning financial markets, and 
declining consumer and business confidence. 
Indeed, the growth trends in most major 
economies remained fragile in the first half of 
2011. A series of adverse shocks, coupled with 
political wrangling that has stymied effective 
policymaking and added to uncertainty, has 

crippled growth in advanced economies as 
shown in Figure 1. 
 

http://www.ft.com/tiger
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Figure 1: Annual real GDP growth rates 

 

Source: OECD database 

 

 
The global economic recovery is also weighed 
down by high inflation, political unrest in the 
Middle East and North Africa regions, 
unresolved debt woes in Europe and the U.S, 

volatility in the financial and commodity 
markets, weak housing and labour market in the 
U.S and U.K and weak business and consumer 
confidence. The recovery in most labour 

markets remains subdued, which has continued 
to have a negative impact on consumer 

confidence and economic recovery. 
Unemployment rates the U.S and U.K stood at 
9.1 percent and 7.1 percent, respectively, in 
August 2011, while in the euro zone it remained 
stable at 10 percent.  
 
In emerging countries, economic growth for Q2 
2011 decelerated to levels lower than those 
observed in Q1-2011. Industrial production and 
export growth were markedly lower for Q2-

2011, though domestic demand continued to be 
buoyant. China‘s annual real GDP for Q2-2011 
declined to 9.5 percent from 9.7 percent in Q2 
2011. South Korea‘s GDP declined to 3.3 percent 
in Q2 2011 from 3.9 percent in Q1 2011 as 
investment and net exports were remained 
weak. Brazil‘s annual real GDP for Q2-2011 also 
declined to 3.1 percent from 4.2 percent in Q1-
2011. However, India‘s annual real GDP grew by 

8.5 percent in Q2-2011 up from 7.7 in Q1-2011, 
driven largely by strong growth in investment 
spending. Growth in developing countries 
declined to 4.7 percent in Q2 2011 from 6.7 

percent in Q1 2011. 
 
The Purchasing Managers‘ Index (PMI) which 
signals the level of economic activity also 

indicates that global economic recovery has 
slowed down. It declined from 52.6 in July 2011 

to 51.5 in August 2011.  Most of the regional 
manufacturing PMIs have also declined, 
showing slackening global economic recovery. 
The euro zone‘s aggregate manufacturing PMI 
declined to 48.4 in September 2011 from 49 in 
August 2011. The PMI of Germany, the economic 
backbone of the euro zone also declined in 
September 2011. 
 
There are signs of increasing domestic policy 

tensions as concerns about high inflation square 
off against the desire to maintain strong 
domestic growth. Monetary tightening has 
moderated the pace of credit growth but it still 
remains a source of concern. The odds are about 
evenly balanced between a soft and hard 
landing, with global economic conditions being 
the wildcard. India‘s financial markets have also 
cooled-off and GDP growth has slowed slightly, 
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but foreign trade and industrial output continue 

to grow strongly. In Brazil, GDP and industrial 
production growth have both weakened. In 

these and many other emerging markets, 
continued strong credit growth even as 
confidence indexes are weakening indicates a 
major challenge for policymakers in maintaining 
strong growth while keeping inflation bottled 
up. Emerging markets continue to perform well 

but remain under pressure, with concerns about 

persistently high inflation and, in some cases, 
frothy asset markets. The challenge for these 

economies is to maintain high growth while 
tamping down inflation, a difficult proposition 
even in good times and particularly so when the 
advanced economies are dragging down global 
growth and adding to emerging markets‘ policy 
complications.  

 

2.2 Inflation 

Global inflationary pressures continue to 
persist, partly due to the rising commodity and 

energy prices and the second round effects of 

these commodity price increases. The inflation 
rates in the emerging economies have remained 
high because of rising constraints in production 
capacity and also a higher weight of commodity 
prices in the consumption baskets of these 
countries. The September 2011 issue of World 

Economic Outlook however indicates that 
headline and core inflation seem to be losing 
momentum in major advanced economies. The 
moderation in inflation in advanced and 
developing countries is attributed to an 
observed decline in commodity prices and 
further expected declines in prices of some 
commodities such as grain, whose production is 

expected to recover. According to the World 
Bank, energy and non-energy commodity prices 
declined by 6.3 percent and 1.6 percent, 
respectively in August, 2011. The decline in 
energy prices was mainly driven by crude oil 
prices which declined by 6.9 percent to an 
average of U.S. $ 100.5 per barrel in August 2011 
on growing concerns of slowing economic 

activity. The decline in inflation worries is 
notable in most advanced countries and some 

developing regions as oil prices decline and 
global economic recovery and demand remain 
weak. 
 
The Euro Area‘s annual inflation for August 2011 
remained unchanged at 2.5 percent. The 
components with the highest annual inflation 
rates were transport, housing and alcohol and 

tobacco at 5.6 percent, 4.9 percent and 3.1 
percent, respectively (Eurostat September 2011). 

In the U.S. however, annual CPI inflation 

increased from 3.6 percent in July 2011 to 3.8 
percent in August 2011. Inflation had stabilised 
at about 3.6 percent since May 2011. The rise in 
the energy index to 18.4 percent on an annual 
basis contributed to the rise in the U.S. inflation 
for August 2011. The expected further decline in 

oil prices might lead to a decline in inflation in 
the period ahead. Annual CPI inflation in the 
U.K remains above the Bank of England‘s target 
of 2 percent. It increased from 4.4 percent in 
July 2011 to 4.5 percent in August 2011. This 
increase was largely driven by high energy and 
import prices and tax increases especially in 
VAT.  

 
Inflation in most emerging market economies 
continued to rise with the exception of China 
whose annual CPI inflation for August 2011 
declined to 6.2 from 6.5 percent in July 2011, 
largely on account of the decline in food 
inflation. Japan‘s annual inflation for July 2011 
increased to 0.2 from -0.4 percent in June 2011. 

In South Africa, inflation for August 2011 
remained stable at 5.3 percent, with the 

Monetary policy Committee of the South 
African Reserve Bank  noting that the risks to 
the inflation outlook remain ‗delicately 
balanced‘ with the main downward pressures 
being the ongoing gloomy prospects for global 
economic recovery.  
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In India, the wholesale price index increased to 

9.8 percent in August 2011, up from 9.2 percent 
in July 2011. This rise forced the Reserve Bank of 

India to maintain a tight monetary policy stance. 
Indeed, benchmark rates have been increased 11 
times during the past 18 months. Inflation in 

Kenya also remains relatively high, driven 

mainly by increases in energy and food prices. 
Annual inflation increased from 16.67 in August 

2011 to 17.32 in September 2011. Inflation 
developments in selected countries are shown in 
Figure 2. 

 
 

 
 

Figure 2:  Annual Inflation in Selected Countries 
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Source: OECD database 

 

2.3 Global Financial markets 

Financial instability and the vulnerability of the 
international financial system has increased, 
largely driven by concerns about developments 
in the euro area and the strength of global 
economic activity, especially in the United 
States.  Sovereign debt sustainability concerns 
led to an increase in borrowing costs. Although 
initially only the euro periphery countries faced 
higher borrowing costs, this has recently spilled 
over to the core euro zone economies, such as 
Germany, France and Italy.  Credit default swap 
(CDS) spreads, which indicate the possibility of 

default risk on sovereign bonds have increased 
in both periphery and core euro zone. The 
spreads on Germany‘s five year CDS contracts 

rose by 73 basis points to 83 percent in August 
2011. France‘s CDS spreads also increased by 145 
basis points to 81 percent, while those of Italy 
more than doubled increasing by 386 basis 
points to 112 percent. Equity markets also faced 
a major decline as the sovereign debt crisis 
intensified and levels of uncertainty increase. 
The U.S. and European equity markets declined 
7 and 15 percent, respectively since July 2011. 
Between July and mid September 2011, the loss 
in world equity wealth has amounted to U.S$ 
6.1 billion, which is about 10 percent of global 

GDP.  In the U.S. key stock market indices, such 
as the Dow Jones industrial average and the 
S&P 500 declined by 4.4 percent and 5.7 
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percent in August 2011. Moreover a decline in 

equity wealth reduces the level of consumer 
spending. 

 
The global banking system has become more 
exposed to sovereign credit risk, as most 
financial institutions are strongly linked and 
leveraged. This is because a number of banks in 
Europe and the U.S hold a reasonable quantity 

of risky sovereign assets. In line with these 
developments, credit ratings of two (2) French 
banks, seven (7) Italian banks and three (3) U.S.  
banks were downgraded in September 2011. The 

global financial volatility might increase the 
downside risks to global economic recovery, 
increase the contraction in credit and raise the 
risk of more deleveraging. 

 
Currently, the lack of political consensus in 
Europe and the U.S on finding a lasting solution 
to the debt crisis has made the attainment of 
macro-financial stability difficult. There is need 
to resolve the sovereign debt crisis through 

attainment of political consensus and through 

consolidation of fiscal positions in order to 

stabilise the global financial and banking 
systems and curtail further contagion. 

 
Because of the slackening economic recovery, 
most of the advanced economies might continue 
with a low interest rate policy, with the 
objective of stimulating output. However, while 
the maintenance of low policy rates is essential 

for economic recovery, low interest rates might 
threaten financial stability as it makes some 
sectors more leveraged as they search for higher 
yields and credit creation becomes diverted into 

―opaque channels‖, such as ―shadow banking‖. 
In the long run, there might be deterioration in 
asset quality. This calls for the need to formulate 
appropriate policies to bridge banks from the 

risks they have been exposed to by the sovereign 
debt crisis. Banks can be strengthened by 
building their capital levels and implementing 
―balance sheet repairs‖. The advanced economies 
should conclude financial regulatory reforms 
while emerging economies should limit the 

build up of financial imbalances.  

2.4 Global Outlook 

The global economic outlook remains murky 
due to rising uncertainty‘ high risk perception, 

and declining consumer and business 
confidence, as global economy recovery remains 
low and financial markets remain volatile. 
Downside risks to economic recovery continue 
to be on the upside. Weak sovereigns and banks 
in major advanced economies, lack of 
sufficiently strong policies to address the legacy 
of the crisis in major advanced economies, 

volatility in commodity prices and geopolitical 
problems and vulnerabilities in a number of 

emerging economies may lead to a further 
decline in growth going forward. The failure of 
euro zone policymakers to agree on a lasting 
solution to the sovereign debt crisis and the lack 
of political resolve in the U.S. to deal with the 
country‘s debt situation especially by 
implementing fiscal consolidation also add to 
the downside risks to global economic recovery. 

Emerging and developing economies are 
expected to continue with fairly strong growth, 

with the major downside risks being attributed 
to both external economic issues (such as the 
lack of resolve in the U.S and euro sovereign 
debt crisis) and internal risk factors (such as 
high domestic inflation and weak export 
markets).  
Interest rates are expected to remain low in 
most of the advanced economies, as global 

rebalancing remains slow, commodity and 
financial markets remain volatile and the 

outlook for growth remains gloomy. Low 
interest rates may however encourage more risk 
in search for higher returns, which may increase 
the vulnerability of the global financial system. 
Developing countries might remain vulnerable 
amidst a slowing global economy with risks of 
contagion on the upside. This is because these 
economies have inadequate fiscal space to 
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counter global economic weakness. The 

domestic banking system might become 
exposed to the economic slowdown with non- 

performing loans increasing, poorer loan 
performance and restricted access to finance 
being observed.  
Inflation though, is expected to moderate. 
However, the path of inflation in the near-term 
will be determined by the evolution of energy 

and commodity prices, nature of the output 
gaps and the credibility of policy. Energy and 
food prices are currently below their 2011 peaks, 
and food prices which have been the main 

drivers of inflation in emerging and developing 
economies have fallen and are forecast to remain 
stable in the near-to-medium-term. Risks to 
price increases are however still tilted towards 

the upside and emerging and developing 
economies are more likely to experience 
inflation from the second-round effects of the 
past food and energy price hikes.  

 

The September 2011 Issue of the IMF‘s World 
Economic Outlook note that the output are not 

exceptionally large, which reduces the demand 
side driven risks to inflation. Even in the euro 
area, wage growth may well remain subdued 
because employment is lagging the rate of 
output expansion. Although central bank 
credibility is well established in many advance 

countries, it is not the case in many emerging 
and developing countries, which may amplify 
the second-round effects of the external price 
increases.  

 
IMF‘s WEO forecasts that headline inflation 
will average 2.5 percent in 2011, but then recede 
to 1.5 percent 2012, while in emerging and 

developing economies, it is projected to recede 
to 6 percent in 2012 from 7.5 percent in 2011, but 
demand pressures may raise core inflation.

 

2.5 Implications for the Ugandan Economy 

The global economic outlook poses both 
challenges and opportunities for Uganda. While 

the retreating global inflation outlook 
constitutes a downside risk to domestic 
inflation, the murky global economic outlook 
and the continued volatility of global financial 

markets have adverse implications for the 
domestic economy. The gloomy economic 
outlook in the developed world will have 
serious consequences for Uganda‘s external 

position as it reduces prospects for export 
growth, workers‘ remittances, official 
development assistance and foreign direct 
investment.  The magnitude of that impact will 
however depend on the nature of events and 
how they affected growth in individual 
countries. Should the strong growth momentum 

in emerging economies continue into the 
medium, then the high demand for commodities 

including oil may continue to feed through to 
domestic inflation. Furthermore, it could also 
increase domestic costs of production through 
increases input costs, which will lead to further 

increases in domestic prices, which may 
translate into larger-than expected domestic 
inflation with downside risk to domestic 
economic growth. The good news though is that 

commodity prices are projected to stabilise in 
the near-to-medium-term. Global financial 
volatility coupled with increasing uncertainty 
and financial risks may lead exchange rate 
volatility with adverse consequences for 
investment and growth in the domestic 
economy. 
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3  Domestic economy 
3.1  Monetary Policy Actions in September 2011 

Bank of Uganda tightened monetary policy 
further in September 2011 given the heightened 

risks to higher core inflation. The tight 
monetary policy stance was aimed at curbing 
the second round effects of supply-side induced 
inflationary pressures, anchoring medium-to-
long term inflation expectations and mitigating 
depreciation pressures in the foreign exchange 
market that were starting to feed through to 

domestic inflation. 
 

 In line with the global and domestic 
developments, the Central Bank Rate (CBR) 

was increased by two percentage points to 16 
percent in September 2011 from 14 percent in 
August 2011. BOU also widened the band on the 
CBR to plus/minus 4 percentage points from 
plus/minus 2 percentage points in August 2011. 
In order to discourage banks from using the 

Lombard facilities as a permanent source of 
refinancing, the margin on the rediscount rate 
and bank rate were raised to 5 percentage points 
and 6 percentage points, respectively from 3 

percentage points and 4 percentage points in 
August 2011. Subsequently, the rediscount rate 

and the bank rate for September 2011 rose to 21 
percent and 22 percent, respectively.  

 
BOU also changed the REPO/reverse REPO 
auction technique from variable (or multiple) 

rate auction to fixed rate auctions. Accordingly, 
REPO/reverse REPO auctions were to be 

effected at the lower/upper bound of the CBR, 
respectively. The objective was to allow BOU to 
adequately respond to depreciation pressures in 

the foreign exchange market without causing 
unnecessary volatility in interbank market rates.  

BOU also issued Treasury securities in order to 
align structural liquidity with levels consistent 
with the monetary policy stance for the month. 
Yields on government securities, rose in line 
with the tight monetary policy stance. 
Notwithstanding the tight monetary policy 
stance, BOU issued reverse REPOs to fine-tune 

short-term liquidity conditions.  In spite of the 
reverse repo injections, liquidity conditions in 

the banking system remained tight throughout 
the month leading to relatively high interbank 

money market rates with the weighted average 
7-day interbank money market rate for the 
month trending marginally above the upper 
bound of the CBR.  
 
BOU also intervened and sold US$ 15 million in 

the interbank foreign exchange market in order 
to stem the depreciation pressures and restore 
stability in the foreign exchange market. In 
addition, targeted sales totalling approximately 

US$ 44.0 million to UETCL were effected in an 
attempt to reduce demand pressures in the 

foreign exchange market. BOU however 
continued with the daily purchase of US$ 0.5 

million for reserve build-up and in addition 
effected a targeted purchase of US$ 10 million 
from Citi bank. The net effect of BOU actions in 

the foreign exchange market during the month 
was a net sale of US$ 38.7 million. 

 

3.2 Financial Sector Developments 

3.2.1 Interbank Money Market rates 
Consistent with the tight monetary policy 
stance, money market rates increased during the 
month. The weighted average 7-day rate trended 
significantly above the upper bound of the CBR 

in the first week of the month. This was a 

carryover effect of the very tight liquidity 
conditions in the interbank money market 
during the end of August 2011.  In the 
subsequent days however, the weighted average 

7-day rate declined gradually to trend below the 
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CBR before rising to trend marginally above the 

upper bound of the CBR. The weighted average 
7-day interbank money market rate for 

September 2011 was 20.6 percent which was 
higher than 19.4 percent realised in August 2011. 
This was however only marginally above the 
upper bound of the CBR, as shown in Figure 3. 
The issuance of reverse REPOs at the upper 
bound of the CBR did help stabilise the 

interbank money market rates. However, the 7-

day interbank money market rate trended 
marginally above the upper bound of the CBR 

because there were no lumpy autonomous 
injections during the month and commercial 
banks could not intermediate these resources at 
rates below the rate at which they were 
acquired.  

 

Figure 3: Evolution of the 7-day interbank rate  
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The overall weighted average interbank rate also 
increased to 19.7 per cent from 18.5 per cent 
reported in the previous month. The Reverse 
REPO rate also rose by 1.8 percentage points to 

20.6 percent in September 2011. The 
developments in the interbank money market 
and REPO market are as shown in Table 1. 

 

Table 1: Weighted REPO/Reverse REPO and Domestic Interbank Money Market rates 

 

REPO 

 

Reverse REPO Interbank 

  Aug-11 Sept-11 Aug-11 Sept-11 Aug-11 Sept-11 

Overnight 
    

18.10 19.67 

2-6 days 
    

17.72 18.88 

7 days 13.00 
 

18.86 20.64 19.42 20.60 

> 7 days 
  

18.00 
 

16.51 20.11 

overall 
  

18.78 
 

18.54 19.68 

Source: Bank of Uganda 
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3.2.2 Liquidity Conditions and money market rates 

Consistent with the tight monetary policy 
stance, liquidity conditions in the banking 
system remained tight during the month. This 
tightness was in part driven by the 
underperformance in government expenditure. 
Net fiscal injections for the month were 
projected at Shs. 209.8 billion. However, the 
outturn was a net injection of only Shs. 102 
billion. Furthermore, commercial banks‘ net 
repayments of short-term borrowing from BOU 
of Shs. 42 billion and net foreign exchange sales 
worth Shs. 110 billion also contributed to the 

tight liquidity conditions experienced during 
the month. In response to the tight liquidity 
conditions, BOU issued reverse REPOs to fine 
tune short-term liquidity conditions in the 
interbank money market. By the close of the 
month the outstanding stock of reverse REPOs 
amounted to Shs.271.0 billion. The net issuance 
of reverse REPOs during the month however 
amounted to Shs.36.4 billion. Commercial banks 
excess reserves during the month averaged Shs. 
71 billion. 

  

 

3.2.2 Treasury Securities Market 

Government securities were issued to align 

structural liquidity with the monetary policy 
stance for the month. Two Treasury bill issues 
of face value Shs. 85 billion and Shs. 90 billion 
respectively, were conducted. Both auctions 
were oversubscribed, save for the second 
auction in which the 182-day paper was 

undersubscribed by Shs. 1.6 billion in. In a bid to 
stem the sharp rise in yields, BOU rejected bids 
worth Shs. 9.0 billion and Shs. 21.0 billion for 
the 91-day and 182-day paper, respectively. The 
respective monthly average weighted 

annualized yields for the 91-day, 182-day, and 

364-day papers rose to 17.2, 18.2, and 20.1 
percent, during the month from 16.0, 16.1, and 
16.9 percent in August 2011. However on 
account of high demand yields for the 364-day 
tenor declined to 19.85 percent in the auction of 
September 21, 2011 from 20.44 percent during 

the previous auction.  Developments in Treasury 
bill yields are shown in Figure 4. 

 

  

 

Figure 4: Treasury bill yields, September 2008 to September 2011  
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BOU also issued a new 5-year Treasury bond 

worth Shs. 40 billion and reopened a 3-year 
treasury bond worth Shs. 40 billion during the 

month. The 5-year and 3-year papers were sold 
at a cost of Shs. 32 billion and 37 billion, 
respectively. The 3-year paper, whose 
annualised yield rose to 16.1 percent from 15.8 
percent realised in the auction of August 17, 
2011, was oversubscribed by Shs. 125 billion. 

Similarly, the 5-year bond was oversubscribed 

by Shs. 94 billion. The annualised yield for the 
5-year paper also edged up to 16.7 percent from 

12.7 percent realised in the auction of April 27, 
2011. The increase in yields is not only 
consistent with the tight monetary policy stance 
that BOU has been implementing since the 
beginning of 2011 but may also reflect high 
inflation expectations going forward. 

  

3.2.3 Commercial Banks’ interest rates 

The weighted average lending rates on domestic 

currency denominated loans increased only 
marginally to 21.7 percent in August 2011. Time 

deposit rates however, increased by 122 basis 
points to 14.2 percent in August 2011,while 
demand and saving deposit rates remained 
stable at 1.20 percent and 2.3 percent, 
respectively. Consequently, the spread 
narrowed to 7.52 percentage points from 8.48 

percentage points in July 2011.   
 
Lending rates on foreign currency denominated 
loans also increased by 10 basis points to 9.76 

percent. On the other hand, foreign currency 

savings deposit rate remained relatively stable 

while the average forex time deposit rates 
increased by 30 basis points to 2.42 percent as 

shown in Table 2. On the other hand, the 
average foreign currency demand deposit rate 
declined by 13 basis points to 0.95 percent in 
August 2011. The spread on foreign currency 
denominated loans also narrowed by 0.20 
percentage points to 7.34 percentage points. 

Developments in commercial banks‘ lending and 
deposit rates are shown in Table 2. 

  
Table 2: Commercial bank lending and deposit rates   

Rates Local currency denomination   Foreign currency denomination   

  Apr-11 May-11 Jun-11 Jul-11 Aug-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 

Lending (Shs)   19.97     19.87    19.94  21.47 21.72     9.93       9.70       9.43  9.66 9.76 

Demand      1.20       1.23      1.13  1.20 1.20     1.08       1.08       1.09  1.08 0.95 

Saving      2.36       2.35      2.30  2.33 2.29     1.49       1.49       1.49  1.49 1.49 

Time   10.78     10.42    11.01  12.99 14.20     3.47       3.30       2.40  2.12 2.42 

Spread      9.19       9.45      8.92  8.48 7.52     6.46       6.40       7.03  7.54 7.34 

Source: Bank of Uganda 

 

 

3.2.4 Developments in monetary aggregates 

Growth in monetary aggregates decelerated in 

August 2011. On an annual basis, M1, M2 and 
M3 grew by 23.7 percent, 22.4 percent and 27.8 
per cent, respectively compared to growth rates 
of 26.7 percent, 28.6 percent and 30.3 percent in 
July 2011. The relatively high growth in M3 is 

explained by the persistent depreciation of the 

shilling. Month-on-month however, M1, M2 and 
M3 increased by 5.3 percent, 0.3 percent and 3.8 
percent, respectively, in August 2011. The 
month-on-month growth in M1 in August was 
mainly driven by an increase in both demand 
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deposits and currency in circulation (CIC). In 

the July 2011, demand deposits declined by 9.6 
percent while CIC grew by 4.0 per cent. The 

growth in demand deposits in August of about 
Shs.180 billion was mainly driven by increase in 
deposits of National Social Security Fund 
(NSSF), private corporations and public non-

financial corporations. 

 

 Demand deposits of NSSF increased by Shs. 70 
billion, while those of  Uganda Electricity 
Distribution Company Limited (UEDCL) and 
Uganda Electricity Transmission Company 

Limited (UETCL) increased by Shs.36 billion 
and Shs.34 billion, respectively. The continued 

growth of CIC since May 2011 maybe a sign of 
the non-bank public‘s preference for cash 
balances for transaction purposes, given the 
high inflation expectations. 

 
 Foreign currency deposits grew by 14.9 percent 
while time and saving deposits fell by 6.3 
percent in August 2011. The increase in foreign 

currency deposits was mainly on account of the 

depreciation of the shilling, while time and 
saving deposits were driven by NSSF‘s change in 

its investment portfolio from fixed deposits to 
government paper and demand deposits. The 
fall in time and savings deposits however does 
not augur well with enhanced efficiency in 
financial intermediation.  
 

Deposits of private enterprises corporations and 
deposits of private individuals increased by Shs. 
210 billion and Shs. 140 billion in August 
compared to a decline of Shs. 277 billon and an 

increment of Shs. 184 billon respectively, in July 
2011. Currency in circulation also increased 
markedly as shown in Figure 5. The continued 
growth in currency in circulation and the fall in 

saving and time deposits are likely to be among 
the main contributors to the liquidity tightness 
in the banking system.  

 

Figure 5: Evolution of total deposits and currency in circulation 
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Private sector credit remained robust growing 
at an annual rate of 45.4 percent in August 2011, 
compared to 41.8 percent during the previous 
month. The annual growth in foreign currency 

denominated loans increased to 74.1 percent in 
August 2011 from 71.2 percent in July 2011. 
Growth in Shilling denominated loans also 
increased 35.1 percent from 31.5 percent during 
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the same period of time. The increase in foreign 

currency denominated loans is partly explained 
by the depreciation of the shilling.  

 
The annual growth of credit to the productive 
sectors of the economy continues to be robust. 
Commercial banks‘ credit to the Trade, 
Manufacturing and Agriculture sectors grew by 
55.0 percent, 41.8 percent and 37.2 percent, 

respectively, compared to 53.4 percent, 33.1 

percent and 29.8 percent in July 2011. The 

annual growth in the personal and household 
loans also rose to 22.0 percent from 15.0 percent 

in July 2011. The increase in personal & 
household loans for the fourth consecutive 
month since April 2011 may be indicative of high 
private consumption spending, which may have 
implications for inflation in the near-term. The 
sectoral growth rates of private sector credit are 

shown in Figure 6.  

 

Figure 6: Commercial Banks’ Credit to the Private Sector 
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In terms of sectoral distribution, trade and 
commerce accounted for about 22 percent of 
total private sector credit, followed by the 
building, mortgage, construction and real estate 
sector which accounted for about 20 percent. 
Personal and household loans and loans to the 

manufacturing sectors accounted for 17 percent 

and 13 percent, respectively.Net credit 
extensions also increased to Shs. 178.7 billion in 

August 2011 compared to a minus Shs. 19.8 billion 
registered in July 2011. This was largely driven 
by increase in gross extensions as shown in 
Figure 7. 
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Figure 7: Credit Extensions and Recoveries 
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The demand for credit, as proxied by the 

number of loan applications, also increased in 
August 2011. The number of loan applications 
increased by 2,047 in contrast to a decline of 262 
in July 2011. On the other hand, the number of 
loan approvals (proxy for supply of credit) 

significantly fell by 1,434 in August 2011 

compared to an increase of 27 in July 2011. The 
month-on-month reduction in the supply of 
credit may in part be explained by the tight 
monetary policy stance. 

 

3.3 Aggregate demand and output 

The design of an effective monetary policy 
requires a clear understanding of the level of 
aggregate demand in an economy and what 
drives that demand. Indeed, the inflationary 
pressures in the economy are in part determined 

by the level of spending in money terms relatives 
to the economy‘s ability to produce goods and 
services. Assessing the level of demand, whether 
it is growing more or less quickly than the 
economy's ability to supply goods and services, 
and whether this is likely to continue into the 

future is important for the design of an effective 
monetary policy since monetary policy tries to 
ensure that the level of demand, in money terms, 
is consistent with the inflation target. Many a 
time, information is produced with a lag, and as 
such policymakers assess aggregate demand by 
the use of proxies. In order to build an overall 
picture of the current and future level of demand 

in the economy, we trace the evolution of 
expenditure spending by consumers, 
government, investment and a foreign element 
of the demand component in the trade balance.  
 

Consumers expenditure patterns are mirrored 
by how much cash balances they hold whether 
in circulation or on their accounts in 
commercial banks. These balances are analysed 
in combination with the aggregate price changes 
in the economy. Since Uganda is largely a cash-

based economy, the level of private consumption 
may in part be estimated by how much 
households carry in cash balances, which makes 
real currency in circulation a relevant measure of 
private consumption. Year-on-year growth in 
real currency in real currency in circulation, 
which has been decelerating since the beginning 
of 2011, edged up slightly in August 2011, as 
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shown in Figure 8. After decelerating from 33 

percent in January 2011 to 14 percent in July 
2011, growth in real currency in circulation 

edged up to 16 percent in August 2011. Overall, 

growth in real currency in circulation remains 
higher than the levels observed in 2009/10.  

 

Figure 8: Real currency in circulation 
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Although gradually declining in line with the 
tight monetary policy stance, growth in 
monetary aggregates has not decelerated to 
levels that would signal potential stagnation in 

economic activity. In the four months to August 
2011 the annual growth in M1, M2 and M3 
averaged 25.5 percent, 24.7 percent, and 27.1 
percent respectively. This compares with the 
respective growth rates of 24.3 percent, 29.4 
percent and 30.8 percent in the corresponding 

period of the previous year. Private sector credit, 
which can be used as a proxy for investment 
expenditure in the economy, grew by 45.4 
percent in August 2011. In the four month period 
to August 2011, growth in private sector credit 
averaged 44 percent. The strong growth in 

private sector credit is indicative of continued 
robust economic activity going forward. 
 
Analysis of the consumption and income aspects 
of the operations of government also provides an 
insight to the overall level of aggregate demand 
in the economy. Government expenditure on 
goods and services, although erratic, continues 
to be on an upward trend. In Q1-2011/12, 

government expenditure on domestic goods and 
services averaged Shs. 517 billion per month 
compared to an average of Shs. 407 billion in the 
corresponding period of the last fiscal year. 

Government consumption therefore remains 
upbeat, and will continue to boost aggregate 
demand.  On the income side, tax performance 
on remains buoyant.  In August 2011, direct 
taxes and taxes on international trade grew by 
49.2 percent and 34.5 percent, respectively, on a 

year-on-year basis. Excise taxes also grew by 
19.2 percent on an annual basis. However, VAT 
on domestic goods and services remained 
relatively stable after declining by 6.0 percent in 
July 2011. 
 

External demand is another important indicator 
of the overall level of economic activity in the 
economy. Imports continue to be robust while 
export earnings remain low leading to a 
persistent trade deficit, which has had 
implications for aggregate demand and 
depreciation pressures in the foreign exchange 
market. In August 2011, the import bill stood at 
US$ 459.8 million compared to about US$ US$ 
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418.2 million in July 2011. This growth was 

driven by increases in both government and 
private sector imports. On the other hand, total 

export earnings declined by 2.8 percent to US$ 
216.3 million during the month. The decline was 
largely driven by a fall in coffee export volumes 
and ICBT export earnings.  The growth in the 

import bill coupled with the decline in export 

earnings resulted in a 24 percent rise in the 
trade deficit in August 2011, which might have 

contributed to the depreciation pressures 
experienced in the IFEM during the month. 
Developments in the trade balance are shown in 
Figure 9. 

 

Figure 9: Trade balance and the Terms of Trade (July 2010-Aug 2011) 
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In order to assess the impact of imports on 
economic activity, total imports are 
disaggregated according to use. Imports for 
production purposes, which constitute about 65 
percent of the total import bill, grew by 3.6 
percent in August 2011, up from a growth rate of 

0.4 percent recorded in July 2011. Imports for 
consumption purposes grew by 9.2 percent, 

from a growth rate of 15.3 percent registered in 
July 2011. The increase in goods imported for 
consumption purposes was mainly registered in 
the prepared food stuffs, beverages and tobacco, 
wood and textiles groups. The evolution of the 
different components of the import bill is shown 

in Figure 10.  
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Figure 10: Components of the Import Bill 
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3.4 Exchange Rate Developments 

3.4.1 Bilateral shilling –US Dollar rate 

The month was characterised by persistent 
depreciation pressures on account of the global 

strengthening of the US dollar, coupled with 
sustained dollar demand from the 
manufacturing and energy sectors and offshore 

players. On an average basis, the Uganda 
Shilling depreciated by 2.15 percent and 24.93 

percent, on monthly and annual basis, 
respectively to an average midrate of Shs. 

2,812.54 per US dollar from an average rate Shs. 
2753.2 per US. Dollar in August 2011. 

 
The currencies of Kenya and Tanzania also 
depreciated during the month in tandem with 

the depreciation of the Uganda shilling as 
shown in Figure 11. This trend indicates that the 

depreciation of the Uganda shilling must in part 
be driven some external factor, which is also 
driving other regional currencies. 

 
Figure 11: Trend of the regional currencies against the US dollars (2008=100) 

 
Source: Bank of Uganda 
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Although the desirable attribute of the floating 

exchange rate regime is the constant fluctuation 
against other currencies, which in part allows 

for efficient absorption of shocks to the balance 
of payments and structural adjustment of the 
economy to balance forces of external demand 
and supply, excessive volatility creates a lot of 
business uncertainty, which is disruptive to 
investment and economic activity. The 

variability of the Shs/US dollar rate and that of 
selected currencies against the US dollar is 

shown in Figure 12. As can be seen from the 

figure, the variability of most of the currencies 
against the United States dollar increased in 

September 2011 while the variability of the 
Shs/US dollar rate declined. This may in part be 
attributed to the anxiety in the global financial 
system created by concerns about the Euro area 
debt sustainability and the slackening economic 
recovery in the United States.  
 

 

Figure 12: Variability of exchange rates of selected currencies against the US Dollar 

 

Source: Bank of Uganda 

 

3.4.2 Nominal and real effective exchange rate 

The Nominal Effective Exchange Rate (NEER), 
which measures the relative strength of the 
Shilling vis-à-vis the currencies of Uganda‘s 
trading partners appreciated by 0.2 percent on a 
monthly basis in September 2011. It however 
registered a depreciation of 25 percent when 

compared to the corresponding period of 2010. 
The monthly appreciation of the NEER was 
mainly caused by the more than proportionate 
depreciation of the currencies of Uganda‘s major 
trading partners against the US dollar relative to 
the Shilling depreciation against the US dollar. 

Indeed, on a bilateral basis, the shilling 
registered a monthly appreciation against the 

Euro (by 1.7 percent), the Pound Sterling (1.2 
percent), the South African Rand (4.8 percent), 
the Kenya Shilling (1.5 percent) and the Swiss 
Franc (5.3 percent).  
 
The Real Effective Exchange Rate (REER), 

which measures the competitiveness of 
Uganda‘s domestic traded goods relative to 
those of its trading partners depreciated by 3.8 
percent and 12.1 percent on annual and monthly 
basis, respectively, in August 2011. Figure 13 
below shows the evolution of the real and 

nominal effective exchange rates. 
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Figure 13: Nominal and Real Effective Exchange Rate Movements. 

 

Source: Bank of Uganda 

 

3.5 Inflation 

3.5.1 Developments and determinants 

Inflation continued to gather momentum, with 

annual headline inflation increasing by 6.8 
percentage points to 28.3 percent in September 

2011. This is by far the highest inflation rate 
since January 1993. Annual core inflation also 
rose to 27.5 percent from 20.1 percent in August 
2011. Annual food inflation also edged up to 50.4 
percent from 42.9 per cent, while food crops 
inflation edged up to 38.8 percent from 33.7 

percent in August 2011. Annual non-food and 
Energy, Fuel and Utilities (EFU) inflation also 
edged up to 18.1 percent and 12.1 percent, 
respectively. The annual inflation developments 
are shown in Figure14. 

A lack of price stability exerts harmful effects on 

the economy not only through changes in the 

price level but also through increased price level 

uncertainty. High volatility of inflation over 

time raises such price level uncertainty. In a 

world with nominal contracts this induces risk 

premia for long-term arrangements, raises costs 

for hedging against inflation risks and leads to 

unanticipated redistribution of wealth. Thus, 

inflation volatility can impede growth even if 

inflation on average remains restrained. 
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Figure 14: Annual inflation developments: May 2008 – September 2011  
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The monthly headline and core inflation rose to 
6.8 percent and 6.7 percent respectively, 
compared to 2.7 percent and 3.9 percent in 

August 2011. Similarly, monthly food and non-
food inflation rose to 8.4 percent and 5.9 percent 

respectively from 2.5 percent and 2.9 percent in 
August 2011. Food crops inflation rose to 8.6 

percent from minus 2.5 percent during the same 

period of time. Developments in monthly 
inflation are depicted in Figure 15. 

 

Figure 15: Monthly headline and core inflation, May 2008 - September 2011 
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Food carries a weight of 27 percent in the overall 

CPI basket food, and by this month‘s food price 
changes, its contribution to the overall inflation 

is 13.6 percent, while non-food inflation, with a 
weight of 73 percent contributed 13.2 percent. 
The contribution of non-food inflation to the 
overall inflation has edged-up greatly, and 
remains a concern for monetary policy in the 

near-term. Developments in food and non-food 

inflation are shown in Figure 16.  The indices of 
beverages & tobacco, clothing & footwear, 

household & personal goods also increased 
markedly, which could in part be attributed to 
the exchange rate depreciation, considering that 
a sizable portion of those items are imported. 

 

Figure 16: Food and Non-food Inflation 
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There are two main factors driving inflation, 

that is, a food supply shock and the exchange 
rate depreciation. Indeed, food prices have risen 

persistently since the beginning of the year, 
driven up by a combination of local supply 
shortages and higher international prices. It is 
however likely that at least part of the 50 
percent increase in food prices that has taken 
place over the last 12 months will be reversed in 

the coming months, as supplies to markets 
improve. Non-food inflation, on the other hand 
has been largely driven by the exchange rate 

depreciation. The shilling/US dollar exchange 
rate has depreciated by about 25 percent over 
the last 12 months. Underlying the movements 

in the nominal exchange rate are sharp 

movements in the real exchange rate, which is 
the relative price of traded to non-traded goods. 

Given that services are generally non-traded, 
prices of services can be used as a proxy for 
prices of non-traded goods. Other goods prices, 
excluding food are also used as a proxy for 
traded goods prices. Food is excluded because of 
its supply driven volatility, and if food prices 

were included in traded goods prices, the real 
depreciation would be much greater). Figure 17 
plots the proxy for the real exchange rate shows 

defined as a ratio of the price of traded to non-
traded goods.  
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Figure 17: Real Exchange Rate Index: January 2006-September 2011 (2005/06 =100) 
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As can be seen from the figure, the real exchange 
rate has depreciated significantly since 
September 2010.Since a change in the real 
exchange rate reflects a change in relative prices, 

changes in the real exchange rate cannot be 
attributed a generalised shift in aggregate 

demand. Traded goods prices rose sharply 
relative to non- traded goods prices. Over the 
last 12 months, the former have risen by 35 
percent, while the latter have risen by only 8 

percent, as is evident from Figure 18.  

 

 

Figure 18: Price Indices for Food, non food goods and services (January 2009-Sept 2011) 
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What underlies the real exchange rate 

depreciation that has occurred over the last 12 
months? The most probable explanation is that 

the supply of resources available to purchase 
traded goods has fallen relative to demand for 
traded goods. On the supply side, two of the 
main sources of foreign exchange – exports and 
remittance remained virtually flat in 2010/11. On 
the demand side there has been a shift in the 

composition of government spending towards 
traded goods; e.g. defence procurement and 
power subsidies (which entail fuel imports). 
The required shift in the real exchange rate to 

equilibrate the balance of payments is larger 
because both the supply and demand for foreign 
exchange are relatively price inelastic in the 
short term. Although the real depreciation of the 

exchange rate was necessary to bring about 
external balance, it has implications for 
inflation? In theory a depreciation of the real 
exchange rate could be brought about by an 
increase in the numerator (traded goods prices) 

and/or a fall in the denominator (prices of non-

traded goods). In practise however, prices of 
non traded goods tend to be sticky downwards, 

for various reasons, not least because most non 
traded goods are labour intensive and workers 
will rarely accept a cut in nominal wages.  
 
As shown in Figure 19, annual services price 
inflation has always been positive, at relatively 

modest levels, for the past five years. Services 
price inflation over the last 12 months has been 
roughly similar to the average over the last 5 
years. The shift in the real exchange rate has 

been brought about by a strong rise in the prices 
of traded goods which, excluding food, rose by 
35 percent in the 12 months to September. 
Hence, given the downward stickiness of non 

traded goods prices, a rise in inflation was 
unavoidable to accommodate the required real 
exchange rate shift even before the impact of the 
food supply shock is taken into account.  

 

Figure 19: Annual inflation rates of food, goods excluding food and services 
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In the food category, the main drivers of 
inflation include staples, sugar and meat & 
poultry whose indices increased by 82.0 
percent, 138.1 percent and 43.5 percent, 

respectively. Oils and fats also increased by 34.7 
percent and 30.2 percent, respectively as shown 
in Table 3.  Notably, the annual percentage price 
changes for fresh vegetables moved about 30 
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percentage points to 17.9 percent between 

August and September 2011, on account of 

reduced supplies to the markets.   

 

 

Table 3: Annual percentage increases in prices of some commodities in the CPI basket 

 weight 2010

M10 

2010

M11 

2010

M12 

2011

M01 

2011

M02 

2011

M03 

2011

M04 

2011

M05 

2011 

M06 

2011 

M07 

2011 

M08 

2011

M09 

Food 27.16             

staples 6.62 -25.0 -18.8 -21.5 -13.8 -1.3 28.6 47.0 65.9 69.5 93.6 83.7 82.0 

Fresh Fruit 1.07 -1.9 9.5 26.7 21.6 11.8 24.2 22.7 37.1 33.7 37.6 30.2 29.5 

Fresh Vegetables 1.81 1.6 8.6 22.7 30.7 8.8 22.5 35.5 12.5 -1.1 -11.0 -11.7 17.9 

Dry Vegetables 2.46 -3.1 4.0 7.2 10.9 14.3 28.3 30.2 31.8 32.2 25.0 18.9 15.4 

Meat & poultry 3.16 3.2 8.1 9.1 15.0 17.4 20.4 24.2 32.2 32.3 33.4 39.2 43.5 

Fish 1.58 36.3 39.5 37.8 39.1 41.1 37.1 49.8 43.3 33.8 27.8 34.7 28.3 

Milk & eggs 2.09 7.3 9.6 7.9 8.2 10.8 28.9 25.3 25.5 18.8 13.2 6.8 5.2 

Oils & fats 0.99 4.5 8.5 13.4 21.3 28.2 34.4 36.5 38.1 36.2 39.9 36.2 42.5 

Sugar,  tea & spices 2.65 8.1 3.0 2.97 3.7 7.3 9.4 8.6 15.0 3.0 32.8 76.7 138.1 

Rent,fuel & utilities 14.84             

HH Repair & Main.  7.77 -2.8 -1.6 0.5 6.2 9.0 12.8 13.9 15.9 18.34 20.8 23.0 25.6 

HH. Personal goods 4.50             

Soap,toiletries etc 2.41 7.3 7.4 8.8 13.2 14.0 19.0 21.3 23.8 26.8 28.6 29.8 33.6 

HH textile & 

furniture. 

1.14 
11.1 11.4 12.4 12.3 12.5 13.1 16.2 21.7 20.5 22.6 23.4 

27.1 

Other HH. goods  0.9 0.1 0.2 2.9 3.9 8.38 7.9 9.5 12.1 14.7 15.6 18.1 20.6 

Transport & 

communication 

12.83 
            

Transport fares 4.44 4.4 3.0 10.6 6.6 9.3 14.1 15.5 14.2 18.8 19.5 21.2 24.2 

Communication 5.59 -46.1 -46.1 -46.1 -45.6 -45.6 -66.5 -66.5 -66.5 -66.5 -66.5 -66.5 -45.2 

Other transport & 

communication  

costs 

2.79 

14.1 12.6 13.1 15.1 16.6 17.5 16.2 18.8 

 

20.5 

 

21.7 22.2 23.8 

Health, 

Entertainment & 

others 

16.83 

            

Meals in 

Restaurants 

8.28 
12.1 11.7 15.9 15.9 15.5 16.8 17.5 19.2 15.8 15.6 17.9 22.2 

Source: UBOS  

3.5.2 Inflation Outlook

Inflation, exchange rate and money market 
volatility continue to pose a challenge to the 
economic outlook. The upside risks to inflation 
are still high and the speed at which inflation 
falls will depend on how quickly the supply side 
shocks to food prices dissipate and the extent to 

which further adjustment in the exchange rate 
is necessary to equilibrate the balance of 
payments. From the global front, the debt crisis 
in Europe continues to have a significant impact 
on the Uganda‘s economy through the exchange 
rate volatility. Events in the USA and Europe are 
expected to continue affecting the exchange 
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rate, and therefore domestic inflation through 
various channels. This is supported by the 
assessment of inflation risks and risks to 
economic growth, including those associated 
with the uncertainty of the outlook for global 
economic activity, as well as of current money 
market conditions and the dynamics of the 
factors affecting banking sector liquidity.  

 

Risks to inflation seem somewhat tilted to the 

upside, on account of on-going exchange rate 

depreciation and the fact that inflation is still 

high in a number of Asian countries, from which 

Uganda‘s imports originate. Subsequently, the 

inflation projection has been revised up more 

markedly. A surge in exchange rate depreciation 

and food prices in the previous four months 

have led to an uptick in both headline and core 

inflation. The inflation forecasts for 2011/12 are 

thus revised up, with core inflation projected to 

surge higher until December 2011 and thereafter 

decline due to higher imported inflation from 

emerging-market economies and exchange rate 

depreciation. Nevertheless, due to the high 

uncertainty, risks to the economic growth 

outlook at the current juncture appear broadly 

on the downside and therefore the widening 

economic slack and subdued real income 

growth could limit the upsurge of core inflation 

and this could result in a sharp deceleration of 

core inflation to around 14 per cent in June 2012.  

From a global perspective, with the developed 

markets policy gridlocked and their growth 

moving dangerously close to recession, the only 

way for global recovery to continue is for 

emerging markets policy to ease aggressively. 

However, most emerging economies are 

struggling to contain the inflation upsurge. 

Some emerging economies central banks such as 

for Israel, Turkey, Brazil and Russia have 

already started monetary policy easing, while 

China has already eased fiscally. These countries 

are forward-looking, predicting a turn for the 

worse in the global recovery. This monetary 

policy easing stance in response to global 

economic downturn is likely to become more 

widespread. With emerging markets central 

banks already easing in response to global 

growth risks this might exacerbate imported 

inflation. 

In addition, risks for economic slowdown are 

decidedly tilted to the downside because of the 

concerns over another round of global recession. 

Furthermore, private investment is expected to 

decline in the near future as a result of tight 

monetary policy, weak domestic demand due to 

falling real incomes, the exchange rate volatility 

and the increased concern over poorer economic 

prospects. As the economy slackens, tax 

receipts will fall, making it harder for the 

government to remain within in the budget 

provisions and this could limit public 

investment, which could further weaken growth 

prospects. A decline in household wealth often 

means that households increase their saving to 

compensate. The recent economic developments 

should eventually feed through to a decline in 

the consumer confidence. Additionally, the 

greater uncertainty means that households 

should not take on as much debt as before. 

Therefore, some slowdown in indebtedness is 

projected in the near future. A combination of 

these factors could see inflation easing but at a 

cost of increasing slack in the economy. 

4. Policy Implications  
 

There are significant downside risks to the 

economic outlook, including strains in global 

financial markets. Given that the slowdown in 

the Ugandan economy is expected to be more 

pronounced, the BOU faces challenge on how to 

bring inflation down without worsening the 

already weak economic prospects. The conduct 

of monetary policy has also to consider the 
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effects of spillovers from the global economy. 

The spillovers from the global developments 

complicate monetary policy management, 

accentuate the volatility of real activity and 

increase financial-sector risk. 

It is important to note those monetary policy is 

guided by forecasts of economic developments. 

This is because it takes time for changes in the 

CBR to have a full impact on inflation and the 

real economy. Put differently, monetary policy 

actions undertaken today should reflect the 

views on the developments in the near future 

rather than the current developments. In 

addition, policy is based on the need to find an 

appropriate balance between bringing down 

inflation and stabilising the real economy. The 

fact that the BOU tries to stabilise both inflation 

and the real economy does not mean that it 

disregards the fact that the inflation target takes 

precedence. Inflation should be slowly brought 

down but must be stabilised around the 

inflation target in the medium-to-long run. In 

this way the BOU will fulfil the statutory task of 

maintaining price stability while at the same 

time supporting the objectives of general 

economic policy through its endeavours to 

stabilise the real economy. There is no general 

answer to the question of how quickly the BOU 

should bring the inflation rate back to 5 per 

cent. However, BOU‘s monetary policy actions 

should aim at containing inflation such that it is 

fairly close to the target in two years‘ time. 

However, the exact horizon within which the 

BOU will bring inflation on its target will 

depend on factors driving inflation, the size of 

the deviation, and the effects on the real 

economy. 

In the current situations of global slowdown 

and gloomy economic outlook, there is a 

justification to allow more time for inflation to 

return to the target, as a rapid return could have 

undesirable effects on economic growth and 

welfare. However, if the return to the inflation 

target takes too long, on the other hand, there is 

a risk that the general public will begin to doubt 

the BOU‘s intentions and ability to attain the 

target even in the long term. The general public 

may then adjust their long-term inflation 

expectations upwards. The nominal anchor role 

of the inflation target in price-setting and wage 

formation may then be undermined and it may 

require a longer period of weak demand and low 

economic growth before confidence in the 

inflation target is restored. It is important to 

avoid this happening. It is, therefore, imperative 

to persist with the current anti-inflationary 

stance. In particular, the tight monetary policy 

stance should remain in the near future as 

premature change in the policy stance could 

harden inflationary expectations, thereby 

diluting the impact of past policy actions. Going 

forward, the stance will be influenced by signs 

of downward movement in the inflation 

trajectory, to which the moderation in demand 

is expected to contribute, and the implications 

of global developments. Although BOU will 

maintain a tight monetary policy stance, it will 

endeavour not to squeeze liquidity in the 

banking system to the extent of causing a crisis 

in the payment system as this could have serious 

repercussions for the real economy and 

jeopardise the price stability objective. As such, 

any monetary policy actions taken will have to 

safeguard financial stability. 

A tighter stance will eventually subdue inflation 

expectations, sacrificing growth if need be. 

However, the positive feedback loop between 

the shilling depreciation and inflation is a 

challenge to monetary policy that might not be 

solved by mere tightening of monetary policy. 

The Ugandan shilling has depreciated by more 

than 25 per cent on the annual basis in 

September 2011. This is putting more pressure 

on inflation since imported inflation rises and 

risks associated with exchange rate volatility 

are growing. Uganda, like all low-income open 

economies, is exposed to exchange rate 
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fluctuations. The greater vulnerability arises 

from, among other possible factors, patterns of 

consumption associated with relatively low 

incomes. Uganda has a larger portion of traded 

goods in the consumption basket, and therefore 

the significance of the exchange rate in the 

evolution of domestic inflation is quite high. The 

exchange rate fluctuations also impact on prices 

through expectations. Accordingly, BOU must 

be concerned about the exchange rate. Under 

inflation targeting in particular, exchange rate 

considerations play a prominent role given the 

substantial influence of the exchange rate on 

inflation. 

The basic concept of a market economy is that 

prices should be set freely, without government 

intervention. Since an exchange rate is also a 

price, the choice of a flexible rate should be an 

obvious one. But the exchange rate is a relative 

price for a means of payments (money) and 

money is not an ordinary commodity. The 

change in the price of money tantamount to 

inflation. A flexible nominal exchange rate 

constitutes a requirement for a well-functioning 

full-fledged IT regime. Its rationale is based on 

the policy dilemma of the ―impossibility trinity‖: 

in the context of capital mobility, an 

independent monetary policy cannot be 

combined with a fixed exchange rate or a peg to 

another currency via interventions in the foreign 

exchange markets. However, one of the costs of 

IT is precisely the higher volatility of exchange 

rates as a result of the floating exchange rate 

regime, which may entail negative effects of 

particular relevance for Uganda, given its 

greater financial and real vulnerabilities. 

In addition, a flexible exchange rate regime gives 

independence to monetary policy but only in the 

sense that Uganda can choose a rate of inflation 

independently of the World around it. 

Moreover, a flexible exchange rate creates 

various types of disturbances in the economy 

and accordingly creates considerable 

uncertainty in the sector that is dependent on 

foreign trade. Since this sector constitutes a 

substantial portion of the country‘s economy, 

total output is expected to be adversely affected 

by movement in the exchange rate. BOU faces a 

policy dilemma between fulfilling the 

theoretical conditions of ―strict IT", which 

implies a fully flexible exchange rate, or 

applying a ―flexible IT", which entails a de facto 

managed floating exchange rate with forex 

interventions to moderate exchange rate 

volatility. 

This justifies the more active use of exchange 

rate policies—particularly in the current 

situation where the exchange rate is playing a 

key role as a nominal anchor. Given the weight 

of the exchange rate depreciation on inflation, 

BOU will not stay on the side-lines.  However, 

BOU will focus on the effectiveness of forex 

interventions. Such interventions do involve 

important costs. Among others, these costs are 

the risks of financial losses on the operations, 

the cost in terms of resources devoted to the 

conduct of these operations, and the cost in 

terms of credibility, if the intervention fails to 

deliver the desired effect. In addition, while the 

depreciation of the shilling is primarily 

sentiment-driven, on account of the growing 

turbulence in Europe, the shilling has developed 

a strong depreciation bias, due to Uganda's 

widening current account deficit and growing 

dependence on short-term flows. These factors 

may not allow the shilling to recover 

substantially (and sustainably), even after BOU 

intervenes aggressively. The policy implication 

of this is that unless the exchange rate 

depreciation pressures are contained, upside 

risk to inflation will remain and the impact of 

monetary policy tightening on inflation will be 

weak. 
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5. Monetary Policy Stance for October 2011 
 

The Bank of Uganda remains committed to 
bringing down inflation. In view of the need to 
anchor inflation expectations given the 
persistent risk of additional supply-side 
inflationary shocks, and the need to moderate 
depreciation pressures, which too, could 
continue to feed through to inflation, the BOU 
tightened monetary policy further in October 
2011. The CBR was increased by 4 percentage 
points to 20 percent. The rate was set at this 
level in order to gradually bring down inflation 

and at the same time ensure that the amount of 
slack in the economy does not increase 
substantially as this would have adverse effects 
on the economy. The band on the CBR will 
remained at plus/minus 4 percentage points. 
Consequently, the lower and upper bounds of 
the CBR were set at 16 percent and 24 percent, 
respectively. The margin on the re-discount rate 
remained at 5 percentage points on the CBR. 
Thus, the rediscount rate and Bank rate were set 
at 25 percent and 26 percent, respectively.
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UGANDA: CURRENT ECONOMIC AND FINANCIAL INDICATORS (in billions of U Shs: end of month unless otherwise indicated)

Sep-10 Oct-10 Nov-10 Dec-10 Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11

Foreign Exchange Market
         Inter-Bank Purchases (US$M) 640.9 655.5 731.1 828.3 853.5 656.3 857.9 731.5 726.8 906.9 672.4 779.6 783.9
         Inter-Bank Sales (US$M) 633.3 636.9 762.1 792.3 962.9 648.9 854.0 739.1 746.7 931.2 670.7 800.1 792.1
         Cross currency trading (US$ million) 165.3 180.0 149.2 105.1 292.4 142.1 143.0 137.1 160.2 121.8 147.5 68.5 151.5
         Inter-Bank Mid-Rate (UShs/US$) 2,251.3 2,264.8 2,288.9 2,303.9 2,332.5 2,341.9 2,393.3 2,367.6 2,387.7 2,461.0 2,587.2 2,753.2 2,814.0
Foreign Exchange Reserves
Gross Foreign Reserves in months of  imports of goods and Services  4.7 5.1 5.2 5.2 4.2 4.1 3.9 3.8 3.7 3.5 4.1 3.9
Bank of Uganda  Foreign Exchange Reserves (US$ M) 2,668.9 2,764.2 2,807.9 2,831.8 2,541.9 2,539.7 2,356.0 2,366.2 2,298.1 2,179.8 2,583.0 2,439.4
Tax Revenue 320.2 331.9 347.3 427.8 506.3 346.4 402.1 347.6 405.6 423.8 499.5 413.6 417.2

Monetary and Credit Aggregates (2)
          Broad Money supply M3 8,641.0 8,831.5 9,340.2 9,406.5 9,403.3 9,648.3 9,760.3 9,708.8 9,915.3 10,437.7 10,438.7 10,836.4
          Foreign Exchange Accounts Deposits 2,027.4 2,086.1 2,156.3 2,138.5 2,237.8 2,247.4 2,351.1 2,275.3 2,309.6 2,492.0 2,510.5 2,883.8
          Money supply M2 6,613.6 6,745.4 7,183.9 7,268.1 7,165.4 7,401.0 7,409.3 7,433.5 7,605.6 7,945.7 7,928.2 7,952.6
             Currency in circulation 1,460.9 1,531.5 1,623.0 1,774.6 1,808.5 1,796.8 1,762.7 1,814.4 1,786.3 1,899.6 1,975.7 2,080.6
            Shilling denominated Demand deposits 2,388.2 2,418.0 2,734.1 2,619.7 2,489.8 2,745.8 2,662.4 2,617.2 2,800.0 2,825.3 2,555.1 2,689.5
            Shilling denominated Time and saving deposits 2,764.5 2,795.9 2,826.7 2,871.7 2,867.1 2,858.3 2,984.1 3,001.8 3,019.4 3,220.8 3,397.4 3,182.5
           Private Sector Credit 4,817.4 5,084.5 5,244.5 5,451.8 5,539.6 5,709.0 5,818.2 5,906.0 6,136.2 6,512.0 6,558.6 6,831.9

Weighted Average Interest Rates on Shilling Transactions.
           Demand Deposit Rate 1.4% 1.3% 1.4% 1.3% 1.2% 1.2% 1.2% 1.2% 1.2% 1.1% 1.2% 1.2%
           Savings Deposit Rate 2.4% 2.3% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.4% 2.3% 2.3% 2.3%
           Time Deposit Rate 5.4% 7.6% 7.6% 9.8% 9.8% 10.0% 9.7% 10.8% 10.4% 11.0% 13.0% 14.2%
           Lending Rate 18.8% 20.0% 20.1% 19.7% 20.1% 19.6% 20.0% 20.0% 19.9% 20.0% 21.7% 20.4%
Weighted Average Interest Rates on 
Foreign Exchange Transactions
           Demand Deposit Rate 1.0% 1.0% 1.0% 1.0% 1.0% 1.1% 1.1% 1.1% 1.1% 1.1% 1.1% 1.0%
           Savings Deposit Rate 1.5% 1.5% 1.5% 2.7% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
           Time Deposit Rate 3.5% 3.7% 3.1% 3.9% 4.1% 3.0% 3.2% 3.5% 3.3% 2.4% 2.1% 2.4%
           Average Lending Rate 10.0% 9.3% 9.8% 8.6% 10.8% 9.5% 10.1% 9.9% 9.7% 9.4% 9.7% 9.8%
Treasury Bills 
              91 Days (End period Weighted Discount Rate) 5.1% 5.7% 6.5% 8.1% 9.1% 9.3% 8.2% 9.2% 10.6% 12.3% 13.4% 14.6% 15.7%
              182 Days (End period Weighted Discount Rate) 5.6% 7.1% 7.9% 8.7% 9.4% 9.4% 9.2% 10.4% 11.2% 12.7% 13.3% 14.7% 16.3%
              364 Days (End period Weighted Discount Rate) 6.3% 7.3% 8.9% 9.2% 9.8% 9.3% 9.0% 10.2% 11.2% 13.2% 12.8% 15.2% 16.6%
Treasury Bond Secondary Market rates
2-year Bond
Bid 7.2% 8.4% 9.1% 9.8% 10.1% 11.5% 11.1% 11.2% 11.1% 13.3% 14.7% 14.9% 16.3%
Offer 7.0% 8.2% 8.9% 9.7% 9.9% 11.4% 11.0% 11.1% 10.0% 13.1% 14.6% 14.8% 16.1%
5-year Bond
Bid 9.3% 9.5% 10.5% 11.6% 11.8% 12.1% 12.0% 12.3% 12.0% 13.8% 14.9% 15.5% 16.7%
offer 9.1% 9.3% 10.3% 11.5% 11.7% 12.0% 11.8% 12.1% 11.8% 13.6% 14.7% 15.4% 16.6%
10-year Bond
bid 11.5% 12.0% 12.4% 12.5% 12.6% 13.4% 13.4% 13.6% 13.4% 14.4% 15.0% 15.9% 16.9%
offer 11.3% 11.8% 12.2% 12.3% 12.4% 13.2% 13.2% 13.4% 13.2% 14.3% 14.9% 15.7% 16.7%
Bank of Uganda Rates (End Month)
            Rediscount Rate 8.1% 8.6% 9.2% 11.0% 12.1% 12.9% 13.3% 12.1% 13.7% 15.7% 16.0% 17.0% 21.0%
            Bank Rate 9.1% 9.6% 10.2% 12.0% 13.1% 13.9% 13.3% 13.1% 14.7% 16.7% 17.0% 18.0% 22.0%
7-day Interbank Rate 3.5% 3.9% 5.3% 6.3% 9.1% 11.0% 9.8% 10.7% 10.3% 11.1% 15.0% 19.4% 20.6%

Overall Interbank Rate 3.0% 3.9% 4.8% 5.4% 9.3% 8.0% 7.9% 9.4% 7.8% 9.8% 13.2% 18.5% 19.7%

Consumer Price Index (Base 2005/06)
              Composite CPI, Annual percentage change. 0.3 0.2 1.4 3.1 5.0 6.4 11.2 14.1 16.0 15.7 18.8 21.4 28.3
              Core CPI, Annual percentage change 4.2 2.5 2.9 4.8 5.6 6.0 7.8 9.6 11.3 12.1 15.6 20.1 27.5
              Food crops CPI, Annual percentage change -17.6 -11.4 -5.5 -4.6 1.5 6.9 29.1 39.3 44.2 39.0 42.3 33.7 38.8
              Elec, Fuel & Utilities (EFU) CPI, Annual percentage change 2.1 3.9 3.3 3.2 8.6 9.7 10.4 8.9 9.1 10.3 10.8 10.7 12.1
Producer Price Index for Manufacturing Sector
PPI-M Composite 191.4 194.7 197.8 201.5 209.9 213.3 219.0 221.9 223.3 230.5 235.4
PPI-M Local 175.7 179.0 179.7 182.9 191.3 193.4 196.4 200.4 201.5 209.5 213.0
PPI-M Export 249.8 252.9 263.4 268.6 277.7 285.1 301.0 300.4 303.2 307.8 317.6
Monthly Average Pump Prices of Petroleum Products
              Motor Spirit Premium (PMS) 2,986.0 3,255.0 3,056.9 2,985.5 3,110.0 3,170.0 3,382.0 3,484.0 3,495.0 3,576.0 3,621.5 3,693.6 3,864.2
              Diesel (AGO) 2,366.0 2,486.0 2,480.7 2,474.7 2,530.0 2,702.0 2,923.0 3,007.0 3,196.0 3,262.0 3,285.2 3,381.8 3,489.2
              Kerosene (BIK) 2,001.0 2,071.0 2,083.6 2,123.8 2,186.0 2,365.0 2,549.0 2,598.0 2,682.0 2,779.0 2,788.8 2,799.6 2,928.8

Source: Research Department, Bank of Uganda  
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 Im ports of Merchandise (US$ m illions)

Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Jan-11 Feb-11 Mar-11 Apr-11 May -11 Jun-11 Jul-11 Aug-11

T otal Im ports (c.i.f) 388.60 47 7 .05 436.7 2 527 .69 482.58 47 3.17 458.33 642.31 446.69 511.38 551.52 525.39 57 1.16

T otal form al im ports (fob) 306.49 37 3.94 344.10 414.06 37 7 .48 37 3.51 361.41 505.97 351.7 8 404.50 435.66 415.11 455.10

o/w cost

T otal Im ports (fob) 312.36 37 8.68 349.24 419.61 384.19 37 8.04 365.7 8 510.15 355.83 408.94 440.53 419.87 459.7 9

Government Imports 11 .08 83.38 28.28 94.46 44.47 18.46 38.91 116.53 19.50 11.98 49.7 6 11.14 29.35

     Project 7 .33 8.41 25.59 15.11 24.09 8.68 17 .37 10.54 15.80 9.38 15.36 9.32 16.53

     Non-Project 3.7 4 7 4.97 2.69 7 9.35 20.37 9.7 8 21.55 106.00 3.7 0 2.60 34.40 1.82 12.81

Formal Private Sector Imports 295.41 290.56 315.82 319.61 333.02 355.05 322.49 389.44 332.28 392.52 385.89 403.97 425.7 5

         Oil imports 44.81 43.7 4 49.00 49.16 54.58 53.38 51.86 67 .7 6 63.69 68.16 68.12 67 .58 7 6.06

         Non-oil imports 250.60 246.82 266.82 27 0.45 27 8.44 301.67 27 0.63 321.68 268.59 324.36 317 .7 8 336.39 349.7 0

Estimated Private Sector Imports 5.87 4.7 3 5.14 5.55 6.7 0 4.54 4.38 4.18 4.06 4.44 4.87 4.7 6 4.69

Total Private Sector Imports 301.28 295.29 320.96 325.15 339.7 2 359.58 326.87 393.62 336.33 396.96 390.7 6 408.7 4 430.44

Exports of m erchandise (US$ m illions)

Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Jan-11 Feb-11 Mar-11 Apr-11 May -11 Jun-11 Jul-11 Aug-11

T otal Exports 186.61 157 .92 17 1.29 185.11 192.44 192.53 207 .7 6 215.65 193.05 218.80 229.99 222.60 216.27

1. Coffee (Value) 23.66 18.96 23.30 32.14 28.69 29.98 27 .83 34.10 26.87 40.02 57 .95 54.63 44.36

Volume ('000 60-Kg bags) 0.22 0.17 0.19 0.27 0.24 0.22 0.19 0.22 0.18 0.25 0.37 0.38 0.31

Av. unit value 1.81 1 .86 2.07 2.01 2.01 2.32 2.39 2.55 2.54 2.63 2.60 2.42 2.39

2. Non-Coffee form al exports 121.14 98.55 109.15 107 .80 117 .7 0 131.05 151.07 156.34 143.21 149.26 140.23 135.21 140.55

Electricity 1 .17 1 .05 1.01 1.05 1.00 1.09 1.14 1.33 1.25 1.20 1.53 1.04 1.66

Gold 1.68 0.27 0.7 9 0.86 0.39 0.38 0.50 0.26 0.29 0.34 0.28 0.83 0.45

Cotton 0.00 0.65 0.7 7 0.57 4.38 12.38 17 .54 23.50 12.91 8.65 1.47 4.10 1.20

Tea 4.01 4.10 5.54 6.09 5.30 6.56 3.61 4.29 6.00 6.92 5.96 7 .11 5.51

Tobacco 3.36 3.68 4.37 4.62 7 .60 3.27 6.56 7 .26 3.80 4.7 2 4.33 2.49 3.19

Fish & its prod. (excl. regional) 11 .36 9.83 11.01 13.96 14.22 16.7 0 13.7 9 9.37 10.41 13.21 12.14 11.11 10.97

Hides & skins 0.95 1.23 1.21 0.84 3.7 2 2.09 2.86 3.25 3.06 2.59 3.00 2.12 1.92

Simsim 1.51 0.52 0.35 0.40 0.7 3 3.24 3.81 3.15 1.34 1.54 0.38 0.10 1.01

Maize 1.94 2.06 3.02 3.10 2.28 1.7 0 1.7 9 1.62 1.26 2.43 1.18 2.97 5.62

Beans 0.09 0.19 0.92 1.65 1.16 0.80 1.10 0.32 0.49 0.88 3.31 2.35 2.66

Flowers 4.32 3.63 3.19 3.34 2.89 3.89 4.45 3.86 3.68 5.50 4.94 5.48 5.17

Oil re-exports 11 .43 9.21 7 .47 8.44 5.7 9 7 .23 7 .15 6.7 3 7 .04 6.97 6.91 6.97 6.97

Cobalt 1 .06 1.06 1.59 2.12 1.06 0.53 1.59 1.82 1.59 1.59 1.58 1.58 1.58

Others 7 8.28 61.07 67 .92 60.7 6 67 .19 7 1.20 85.18 89.58 90.11 92.7 3 93.23 86.96 92.66

3. ICBT  Exports 41.81 40.41 38.83 45.17 46.05 31.50 28.86 25.21 22.97 29.52 31.81 32.7 6 31.36  


