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Executive Summary 
1) In February 2017, Bank of Uganda (BoU) continued with a cautious easing of monetary 

policy, reducing the Central Bank Rate (CBR) further by 0.5 per centage points (PPs) to 11.5 
per cent, from 12.0 per cent in December 2016 and 13.0 per cent in October 2016. The 
monetary policy stance was intended to support economic activity as the medium term 
outlook for inflation was well anchored around its target of 5.0 per cent.  

 
2) Tensions in the global financial markets continue to intensify though its immediate 

indicators remain generally moderated compared with a year ago. The turning of the 
interest rate cycle in mid-2016 heightened risks of financial market volatility. Long-term 
interest rates have risen globally in recent months, although they remain low by historical 
standards. 10-year government bond yields in the Advanced Economies (AEs) rose at a 
slower pace to 0.14 pp in Q1-2017, compared to an increase of 0.37 pp in Q4-2016. 

 
3) Yields on government securities have continued to fall, in part reflecting the easing in 

monetary policy stance. Average yields on the 91-day, 182-day, and 364-day Treasury bills 
(T-bills) declined to 13.03, 13.7 and 14.3 per cent, respectively in Q1-2017, down from 
14.1, 14.9 and 15.47 per cent, respectively in Q4-2016. 

 
4) Growth in Private Sector Credit (PSC), a leading indicator of the financial sector’s 

contribution to economic activity, continues to recover from a rapid contraction in the year 
to September 2016, when it reached lows of minus 1.0 per cent.  PSC grew by 6.9 per cent 
year-on-year (y-o-y) in February 2017, up from 5.4 per cent in the year ended January 
2017 and minus 1.0 per cent in the year ended September 2016. Annual growth in foreign 
currency denominated loans increased to 5.2 per cent compared to 1.0 per cent in the year 
to January 2017 and minus 10.4 per cent in the year to September 2016. Shilling 
denominated loans grew by 8.3 per cent compared to 8.8 per cent in the year to January 
2017 and 6.6 per cent in the year to September 2016. 

 
5) Global GDP growth is projected to expand to 3.3 per cent in 2017 and 3.6 per cent in 

2018, which is a modest recovery from 3.0 per cent in 2016. The modest pick-up in global 
growth in 2017-18 reflects the effect of ongoing and projected fiscal initiatives, notably in 
China and the United States, together with an easier stance in the Euro area and initiatives 
in other economies such as Canada, which are expected to catalyse private economic 
activity and push up global demand.  

 
6) Against the backdrop of adverse weather conditions on agricultural output, domestic 

economic activity was lower-than-expected in H1-2016/17. Quarterly real Gross Domestic 
Product (GDP) data released by the Uganda Bureau of Statistics (UBOS) showed that the 
economy grew by 0.8 per cent in Q2-2016/17, from a contraction of 0.1 per cent in Q1-
2016/17. The recovery in Q2-2016/17 was supported by services sector that grew by 2.1 
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per cent. In contrast, agricultural sector activity has contracted for four consecutive 
quarters since Q3-2015/16, declining to minus 2.2 per cent in Q2-2016/17 while the 
industrial sector contracted by 0.7 per cent. 

 
7) Implementation of the budget for FY 2016/17 has been encumbered by lower-than- 

programmed revenue and external financing. Total government revenue (including grants) 
during the first eight months of FY 2016/17 amounted to Shs. 8,818.5 billion, representing 
a shortfall of Shs. 581.2 billion, from the amount of Shs. 9,399.7 billion programmed for 
the period. The underperformance of revenues was mainly on account of lower grants, 
which amounted to only 56.7 per cent of the programmed level, mainly due to a deficit in 
project support grants.  

 
8) Preliminary data indicates that the current account deficit (CAD) narrowed by 31.9 per 

cent from USD 322 million to USD 219 million during the quarter ended February 2017, 
largely driven by developments in the secondary income account. The secondary income 
account balance improved by 28.5 per cent to USD 430.8 million during the quarter 
mainly on account of a USD 154.0 million increase in personal transfer inflows.   

 
9) The exchange rate has recently come under pressure. In March 2017, the Shilling 

depreciated 0.4 per cent month-on-month (m-o-m), to an average midrate of SHS.  3,599.0 
per USD, from a depreciation of 0.7 per cent and 0.3 per cent in February 2017 and 
January 2017, respectively. On annual basis, the Shilling depreciated by 6.9 per cent in 
March 2017, up from 4.4 per cent in February 2017. The nominal effective exchange rate 
(NEER), which depicts the Uganda shilling against a weighted basket of its trading partners, 
depreciated by 3.8 per cent in March 2017, from 1.7 in February 2017.   

 
10)  Inflation remains well anchored around the BoU’s medium term target of 5.0 per cent. 

Average annual Headline and core inflation averaged 5.4 per cent and 5.7 per cent in the 
12 months to March 2017. In March 2017, Headline and core inflation eased to 6.4 and 
4.8 per cent y-o-y respectively, from 6.7 and 5.7 per cent respectively, in February 2017. 
However, EFU and food crops and related items inflation rose up to 3.8 and 20.9 per cent 
respectively in March 2017 from 1.0 and 18.8 per cent respectively in the previous period. 

 
11) Given that core inflation is forecast to remain around the 5 per cent medium-term target, 

Bank of Uganda (BoU) continued with a cautious easing of monetary policy that is 
consistent with supporting economic growth. Therefore, CBR was reduced slightly by 50 
basis points to 11.0 per cent. The band on the CBR was maintained at +/-3 PPs and the 
margin on the rediscount rate at 4 PPs on the CBR. Consequently, the rediscount rate and 
the bank rate were reduced to 15.0 per cent and 16.0 per cent, respectively.  
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1 Reflections of Monetary Policy in the Previous Period 
 

1.1 Monetary Policy Stance  
 
In February 2017, Bank of Uganda (BoU) continued with a cautious easing of monetary 
policy, reducing the Central Bank Rate (CBR) further by 0.5 per centage points (PPs) to 11.5 
per cent, from 12.0 per cent in December 2016 and 13.0 per cent in October 2016 to 
support economic activity. Although at the time of the Monetary Policy Committee (MPC) 
meeting of February 2016, the near-term inflation outlook had deteriorated, the medium 
term outlook was well anchored around the BoU’s medium term target of 5.0 per cent. The 
near term outlook on inflation was due to heightened supply side shocks, particularly 
increasing international oil and food prices, but their impact was expected to be 
constrained by weak aggregate demand and the more favourable shilling exchange rate. 
Nevertheless, the exchange rate remained vulnerable to both domestic and external shocks. 
 
Overall, with the balance of risks to inflation being tilted to the downside and the need to 
support economic activity, BoU decided to continue with a cautious easing of monetary 
policy. The BoU therefore reduced the CBR by 0.5 PPs to 11.5 per cent in February 2017 
from 12.0 per cent in December 2016. The band on the CBR was maintained at ±3 PPs and 
the margin on the rediscount rate at 4.0 PPs on the CBR. Consequently, the rediscount rate 
and the bank rate were reduced to 15.5 per cent and 16.5 per cent, respectively.  
 
1.2 Monetary Policy Implementation 

 

BoU continued to use Repurchase Agreements (REPOs), deposit auctions and sales of 
recapitalization securities in the secondary market to align domestic liquidity conditions 
with the desired monetary policy stance. The net impact of the REPO instrument in 
February-March 2017 was a withdrawal of Shs. 494.4 billion, with the outstanding stock of 
REPOs of Shs. 770 billion at the end of March 2017. Over the same period, the net effect of 
the deposit auctions was a withdrawal of Shs. 424.3 billion, with Shs. 458.9 billion 
outstanding. The remaining stock of recapitalization securities at the end of March 2017 
stood at Shs. 241.0 billion. 
 
2 Money and Financial Markets Developments 
 

A well-functioning money or financial market is a crucial component of the financial 
system as it contributes to market efficiency and discipline, impacts on financial stability 
and on financing conditions in the economy at large. It plays an important part in 
information aggregation and price discovery, and is an initial channel of monetary 
policy transmission. However, financial markets are very susceptible to sudden changes 
in investor sentiments, particularly in an open economy, where any sudden changes in 
investor sentiments regarding global and domestic conditions generate financial market 
volatility.  
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2.1 Global Financial Markets 

 
Tensions in the global financial markets continue to intensify though its immediate 
indicators remain generally moderated compared with a year ago. The turn of the interest 
rate cycle in mid-2016 heightened risks of financial market volatility. Long-term interest 
rates have risen globally in recent months, although they remain low by historical 
standards. 10-year government bond yields in the Advanced Economies (AEs) rose at a 
slower pace to 0.14 pp in Q1-2017, compared to an increase of 0.37 pp in Q4-2016. As 
shown in Figure 1, rates on long term securities in the U.S rose to 2.4 per cent in Q1-2017 
from 2.1 per cent in the previous quarter, while in the Euro area, rates increased to 0.4 per 
cent from 0.2 per cent over the same period.  
 
Figure 1: Developments in the Global 10-year government yields.   

 
Source: OECD Interim Economic Outlook, March 2017 

 
The recent interest rate rises have been associated with sizeable exchange rate movements, 
with the US dollar appreciating rapidly against the Euro and Yen. Emerging Market and 
Developing Economies (EMDEs) currencies have thus faced market pressures following an 
increase in the U.S bond yield and appreciation of the U.S dollar against other currencies. 
Going forward, EMDEs are likely to face challenges on account of a large divergence in 
short-term interest rates, rising yields on long term securities among the AEs and the 
continued strengthening of the U.S Dollar. The factors could raise the risk of financial 
market tensions and volatility, notably in exchange rates movements, which could lead to 
wider financial instability. 
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2.2 Domestic Financial Markets 
 
2.2.1 Interbank Money Market 

 
Reflecting the easing of monetary policy stance, interest rates broadly declined further in 
the Q1- 2017. The weighted average 7-day interbank money market rates declined to 11.5 
per cent in March 2017 from 12.3 per cent in January 2017. The weighted average 
overnight interest rates have also declined to 10.3 per cent in March 2017 from 10.7 per 
cent in January 2017 (Figure 2). 
 
Figure 2: 7-day Interbank Rate and the CBR 

 
Source: Bank of Uganda 
 

2.2.2 Primary Market for Treasury Securities 

 

As with the interbank money market rates, yields on government securities have continued 
to fall, in part reflecting the easing in monetary policy stance. Average yields on the 91-day, 
182-day, and 364-day Treasury bills (T-bills) declined to 13.03, 13.7 and 14.3 per cent, 
respectively in Q1-2017, down from 14.1, 14.9 and 15.47 per cent, respectively in Q4-
2016. Similarly, the Treasury bond (T-bond) yields have remained relatively stable with 
minor reductions in Q1-2017 compared to the previous quarter. The 2-year, 5-year, 10-
year and 15-year T-bond yields declined to 15.6, 15.5, 16.6, and 16.9 per cent respectively 
in Q1-2017 compared to 15.9, 16.7, 17.3 and 17.2 per cent respectively in Q4-2016. The 
structure of yields on government securities is depicted in Figure 3. 
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Figure 3: Yields on T-bills and T-bonds 

 
Source: Bank of Uganda 

 
2.2.3 Secondary Market for Treasury Securities 

 
In the secondary market, yields on short term Treasury securities continued to decline in the 
Q1-2017. Yields on the 91-day, 182-day and 364-day T-bills reduced to 13.4, 13.4 and 
13.5 per cent respectively, from averages of 14.9, 14.7 and 15.3 per cent in Q4-2016. Total 
volume of trade in the 91-day, 182-day and 364-day T-bills rose slightly to a total of Shs. 
310.1 billion from Shs. 294.2 billion, during the quarter under review. A summary of 
secondary market activity for T-bills over the three months to March 2017 is shown in 
Table 1.  
 
Table 1: Secondary Market Activity for T-Bills 
  91-day 182-day 364-day 

  Bid              Offer Bid Offer Bid              Offer 

Minimum 

Maximum 

Average (simple) 

10.78 10.67 11.79 11.68 13.26 13.15 
13.62 13.52 14.60 14.49 15.36 15.25 
12.62 12.51 13.26 13.15 13.86 13.75 

  Total Trading Activity` 
 QTR to 

Dec-16 
QTR to 

Mar-17 
QTR to 
Dec-16 

QTR to 
Mar-17 

QTR to 
Dec-16 

QTR to 
Mar-17 

Outright sales (Billions) 5.5 
13.58 
14.9 

4.0 
12.19 
13.44 

3.3 
13.56 
14.6 

18.8 
12.17 
13.41 

285.4 
13.57 
15.3 

287.3 
12.23 
13.48 

Average discount rate 

Average yield-to-maturity 

Source: Bank of Uganda 

 
Similarly, yields on the 2-year, 3-year, 5-year and 10-year T-bonds fell to respective 
average rates of 17.03, 16.1, 15.5, 16.4 and 16.7 per cent from 17.1, 16.9, 16.4, 16.9, and 
16.4 per cent in the quarter ended December 2016. Total volume of trade for all bond 
papers rose to Shs.752 billion in the Quarter to March 2017 from Shs. 530 billion in the 
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previous quarter. Developments in the secondary market for T-bonds in the three months to 
March 2017 are shown in Table 2. 
 
Table 2: Secondary Market Activity for T-Bonds 
   

2-year 
 

3-year 
 

5-year 
 

10-year 
 

15-year 
  Bid            Offer Bid            Offer   Bid             Offer   Bid            Offer   Bid            Offer 
Minimum 
Maximum 
Average (simple) 

14.90 
16.95 
15.43 

14.80 
16.85 
15.33 

15.00 
17.05 
15.54 

14.90 
16.95 
15.44 

15.45 
17.15 
15.89 

15.35 
17.05 
15.79 

16.00 
17.25 
16.35 

15.90 
17.15 
16.25 

16.15 
17.35 
16.50 

16.05 
17.25 
16.40 

  Total trading activity 
 QTR 

ended 
Dec-
16 

QTR 
ended 
Mar-

17 

QTR 
ended 
Dec-
16 

QTR 
ended 
Mar-

17 

QTR 
ended 

Dec-16 

QTR 
ended 
Mar-

17 

QTR 
ended 
Dec-
16 

QTR 
ended 
Mar-

17 

QTR 
ended 

Dec-16 

QTR 
ended 

Mar-17 

Outright sales 
(billions) 
Average yield-to-
maturity 

22.2 
 
 
17.11 

5.0 
 
 

17.03 

112.7 
 
 

16.94 

154.4 
 
 

16.13 

152.9 
 
 

16.38 

425.1 
 
 

15.47 

133.6 
. 
 

16.90 

90.4 
 
 

16.44 

108.7 
 
 

16.73 

77.0 
 
 

16.69 
Source: Bank of Uganda 

 

2.2.4 Lending and deposit interest rates   

 

The weighted average lending rates (WALR) on Shilling-denominated loans, which have 
been declining over the past six months rose somewhat in February 2017. Lending rates 
rose to 23.1 per cent in February 2017 having declined to 22.4 per cent in January 2017, 
from 24.3 per cent in August 2016. On a quarterly basis however, lending rates continued 
to decline. In the quarter to February 2017, the WALR on Shilling-denominated loans 
declined further to 22.7 per cent, down from 22.9 per cent in Q4-2016 and 24.0 per cent 
in Q3-2016.  
 
Time deposit rates declined by 4.7 PPs to 11.4 per cent in February 2017 compared to 
February 2016. On a quarterly basis time deposit rates remained relatively stable at 11.8 
per cent recorded in the quarter to November 2016. Average rates on foreign currency 
denominated loans and time deposits also declined by 1.1 PPs and 0.3 PPs to 8.6 per cent 
and 3.6 per cent, respectively. Figure 4 shows developments in key interest rates.  
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Figure 4: Developments in Key Interest Rates 

 
Source: Bank of Uganda 

 
Overall, relative to reductions in the CBR, the rate of decline in lending rates remains low at 
only 1.2 PPs since March 2016, compared to 5.5 PPs cut in the CBR over the same period. 
Provisioning for bad debts, due to the rising Non-Performing Loans (NPLs), and structural 
rigidities in the financial sectors largely remain the key drivers of sticky reductions in 
lending rates. NPLs as a ratio of total loans, continued to deteriorate in Q4-2016 rising to 
10.5 per cent from 7.7 per cent in Q3-2016 and 5.3 per cent in Q4-2015. Nonetheless, 
commercial banks have advised on lower prime lending rates to take effect in March 2017, 
which is indicative that lending rates could decline further going forward. As is, high 
lending rates pose a major constraint to growth in private sector credit (PSC), with 
downside implications for domestic economic activity. 
 
2.2.5 Private Sector Credit 

 
Growth in Private Sector Credit (PSC), a leading indicator of the financial sector’s 
contribution to economic activity, continues to recover from a rapid contraction in the year 
to September 2016, when it reached lows of minus 1.0 per cent. PSC grew by 6.9 per cent 
year-on-year (y-o-y) in February 2017, up from 5.4 per cent in the year ended January 
2017 and minus 1.0 per cent in the year ended September 2016. Average annual growth in 
PSC expanded by 6.1 per cent in the quarter to February 2017, up from 2.6 per cent in the 
quarter to November 2016. After adjusting for the exchange rate changes, y-o-y growth in 
PSC averaged 3.9 per cent in the quarter to February 2017, compared to 3.5 per cent in the 
quarter to November 2016. Over the same period, growth in foreign currency denominated 
loans contracted to minus 2.1 per cent compared to minus 0.6 per cent in the quarter to 
November 2016 while Shilling denominated loans grew on average by 8.7 per cent, up 
from 6.5 per cent. Annual growth in private sector is shown in Figure 5.  
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Figure 5: Annual Growth in Private Sector Credit 

 
Source: Bank of Uganda 

 
Indicators of demand for credit (proxied by the number and value of loan applications) and 
the supply of credit (proxied by the number and value of loan approvals) were relatively 
robust during the period under review. The number and value of loan applications in 
February 2017 amounted to 43,983 and Shs. 1,596.61 billion, respectively, relative to 
36,929 and Shs. 1,249.67 billion, respectively in January 2017. Similarly, the number and 
value approved increased from 34,119 and Shs. 521.95 billion in January 2017 to 43,366 
and Shs. 698.75 billion in February 2017, respectively. The increase in demand and supply 
of credit may be indicative of recovery in PSC growth could recover going forward.  
 
In terms of sectoral distribution as shown in Figure 6, credit to personal and household and 
agriculture remained robust, at 20.0 and 13.7 per cent y-o-y in February 2017, up from 
15.7 and 10.9 per cent in November 2016. Credit to the building, mortgage, construction 
and real estate sector contracted to minus 4.9 per cent from 4.7 per cent over the same 
period on account of the decline in growth in residential mortgage, while loan extensions to 
the manufacturing sector remains weak.  
 
Figure 6: Annual Growth in PS  

 
Source: Bank of Uganda 
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2.2.6 Other Monetary Aggregates 

 
Growth in monetary aggregates continued to recover, but slackened in February 2017. In 
February 2017, M3 grew by 10.5 per cent in February 2017 compared to 10.1 per cent in 
January 2017. Broad money (M3) on average grew by 10.6 per cent in the quarter to 
February 2017 compared to 4.6 per cent in the quarter to November 2016 mainly driven 
by growth in Net Foreign Assets (NFA). NFA grew on average by 18.6per cent in the quarter 
to February 2017 compared to 5.5 per cent in the quarter to November 2016.  
 
Average annual growth in M1 and M2 rose in the quarter to February 2017. M1 and M2 
expanded by 13.4 and 13.1 per cent respectively, in the quarter to February 2017, from 
11.0 per cent and 11.2 per cent in the quarter to November 2016, on account of a rise in 
currency in circulation (CIC). CIC rose by an average of 8.4 per cent y-o-y in the quarter to 
February 2017, compared to 2.9 per cent growth in quarter to November 2016. Average 
annual growth of total private sector deposits in the quarter to February 2017 was 11.1 per 
cent compared to 7.2 per cent on the quarter to November 2017. Developments in 
monetary aggregates are shown in Figure 7.  
 
Figure 7: Contributions to Annual M3 Growth 

 
Source: Bank of Uganda 
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3 Economic Activity 

 

3.1 Global Economic Activity 
 
Global GDP growth is projected to expand to 3.3 per cent in 2017 and 3.6 per cent in 2018, 
which is a modest recovery from 3.0 per cent in 2016. The modest pick-up in global 
growth in 2017-18 reflects the effect of ongoing and projected fiscal initiatives, notably in 
China and the US, together with an easier monetary stance in the Euro area as well as 
initiatives in other economies such as Canada, which are expected to boost private 
economic activity and push up global demand.  
 
GDP growth in the US is projected to pick up to 2.4 per cent in 2017 and 2.8 per cent in 
2018, supported by an anticipated fiscal expansion, especially in 2018, despite higher long-
term interest rates and continued headwinds from the stronger US dollar. Domestic demand 
is set to strengthen over the next two years and expand at a solid pace, helped by gains in 
household wealth and a gradual upturn in energy production. Employment is rising 
steadily, although the pace is expected to ease somewhat, and wages should continue to 
pick up as the labour market tightens. In the Euro area, GDP growth is projected to evolve at 
a moderate pace of 1.6 per cent in 2017-18, helped by accommodative monetary policy 
and a modest fiscal easing over the coming years. There are signs that business investment 
may be strengthening, but high non-performing loans and labour market slack in some 
Euro area countries continue to hold back growth prospects.  
 
In the U.K, the pace of expansion in 2016 was lower than in previous years, despite support 
from resilient household spending, actions by the Bank of England and adjustment to the 
fiscal stance following the Brexit vote. U.K growth is expected to ease further to 1.6 and 1.0 
per cent in 2017 and 2018, respectively as rising inflation weighs on real incomes and 
consumption, and business investment weakens amidst uncertainty about the U.K’s future 
trading relations with its partners. Growth in Canada is expected to increase, supported by 
fiscal initiatives, export-market growth and the slowdown in commodity-related 
investment bottoming out. 
 

Although monetary policy has lived under many guises, it generally boils down to 
adjusting the supply of money in the economy to achieve some combination of inflation 
and output stabilization. It is generally agreed that in the long run, output is fixed, any 
changes in money supply only leads to increases in prices. Nonetheless, in the short run, 
because prices and wages are sticky, changes in money supply affect the actual 
production of goods and services and aggregate demand in the economy. 
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Among the EMDEs, growth in China is expected to edge down further from 6.7 per cent in 
2016 to 6.5 per cent and 6.3 per cent in 2017 and 2018, respectively as the economy 
manages a number of necessary transitions, including shifting towards a model of 
consumption and services led growth, adjustment in several heavy industries, working off 
excess housing supply and ensuring credit developments are sustainable. Demand is being 
supported by expansionary fiscal policy, which in turn is boosting private investment and 
trade. Higher commodity prices and easing inflation are supporting a recovery from deep 
recessions in Brazil, Russia and some other commodity producers. However, short-term 
supply restrictions are likely to limit the positive impact of higher oil prices on production 
in some countries. Strong growth is expected to continue in India over the next two years, 
supported by the implementation of key structural reforms and strong public sector wage 
growth. Global growth projections are presented in Table 3. 
 
Table 3: Global Growth Projections 
 Year on Year, % 

 

Outturn 
March 2017 
Projections 

 

Difference from 
November 2016 

  
Oct -16 Forecast 

  2016 2017 2018 2017 2018 
World Output 3.0 3.3 3.6 0.0 0.0 
    United States 1.6 2.4 2.8 0.1 -0.2 
    Euro Area 1.7 1.6 1.6 0.0 -0.1 
    Japan 1.0 1.2 0.8 0.2 0.0 
    United Kingdom 1.8 1.6 1.0 0.4 0.0 
    Canada 1.4 2.4 2.2 0.3 -0.1 
      
    China 6.7 6.5 6.3 0.1 0.2 
    India 7.0 7.3 7.7 -0.3 0.0 
    Brazil -3.5 0.0 1.5 0.0 0.3 
Rest of the World 2.3 2.7 3.2 -0.1 0.0 
Source: OECD Interim Economic Outlook, March 2017. 
 
There are downside risks to the projected global growth path. Uncertainties in many 
countries about future policy actions and the direction of politics are high. Many countries 
have new governments and/or face elections in 2017. There is significant uncertainty about 
the future direction of trade policy globally, in part because of falling public support for 
trade in AEs. An increase in trade barriers in the major global trading economies – Europe, 
the US and China would have a major adverse impact on trade and GDP, particularly for 
those economies that imposed new trade barriers. 
 
3.2 Domestic Economic Activity 
 
Against the backdrop of adverse weather conditions on agricultural output, economic 
activity was lower-than-expected in the first half of FY 2016/17. Quarterly real Gross 
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Domestic Product (GDP) data released by the Uganda Bureau of Statistics (UBOS) presented 
in Figure 8 showed that the economy grew by 0.8 per cent in Q2-2016/17, from a 
contraction of 0.1 per cent in Q1-2016/17. The recovery in Q2-2016/17 was supported by 
services sector which increased by 2.1 per cent. In contrast, agricultural sector activity 
continues to contract, having contracted for four consecutive quarters since Q3-2015/16. 
Agricultural sector and industrial sector activity declined to minus 2.2 per cent and 0.7 per 
cent, respectively in Q2-2016/17 while the by. The contraction in the agricultural sector 
was on account of unfavourable weather conditions which affected harvests of agricultural 
output.  
 
The Bank of Uganda’s high frequency indicator of economic activity - Composite Index of 
Economic Activity (CIEA), estimated economic activity to have expanded by 0.8 per cent in 
the quarter to February 2017 compared to an expansion of 0.4 per cent in the quarter to 
November 2016.  
 
Figure 8: GDP Growth 

Source: Uganda Bureau of Statistics, UBOS 
 
On account of the weak economic performance in the last six months of 2016, domestic 
economic growth outlook remains subdued, although the cycle appears to have bottomed 
out. The economy faces several threats to the attainment the projected GDP growth of 4.5 
per cent in 2016/17 including the continued weak performance of the agricultural sector, 
lower public expenditure and subdued private sector credit. The supply side shock to 
agriculture has reduced output and pushed up prices, but output is expected to return to 
trend after the shock, which is largely weather related has ended. Moreover, although 
monetary conditions have eased somewhat the sticky lending rates and weak shilling 
continue to slow down growth in PSC. Consequently, the projected real GDP growth of 4.5 
per cent in FY 2016/17 is unlikely to be achieved. In fact, the BoU estimates real GDP 
growth for FY 2016/17 in the range of 3.6 – 4.0 per cent, which is lower than the earlier 
revisions to 4.5 per cent and the outturn of 4.8 per cent in FY 2015/16. Therefore the 
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output gap is expected to remain negative mainly on account of the supply side shocks to 
agriculture and to close in the medium term. 
 
Real GDP growth for FY 2017/18 is still projected at 5.5 per cent, supported mainly by an 
expansionary fiscal stance, improvements in the agricultural sector activity and recovery in 
private sector consumption and investment - in part driven by anticipated recovery in PSC. 
 
4 Fiscal Policy and Developments 
  

 
4.1 Government Expenditure and Revenue 
 
Implementation of the budget for FY 2016/17 has been encumbered by lower-than- 
programmed revenue and external financing. As shown in Table 4, total government 
revenue (including grants) during the first eight months of FY 2016/17 amounted to Shs. 
8,818.5 billion, representing a shortfall of Shs. 581.2 billion, from the programmed amount. 
The underperformance of revenues was mainly on account of lower grants, which 
amounted to only 56.7 per cent of the programmed level, mainly due to a deficit in project 
support grants.  Domestic revenue registered a short fall Shs. 277.0 billion relative to the 
Uganda Revenue Authority (URA) target for the period of Jul 2016 to February 2017 on 
account of shortfalls in international trade and Direct tax collections of Shs. 261.8 billion 
and Shs. 72.1 billion, respectively. 
 
Over the same period, total government expenditure and net lending amounted to Shs. 
10,939.2 billion, which was Shs. 2,527.8 billion short of the programmed amount due to 

shortfalls of Shs. 2,527.8 billion and Shs. 714.0 billion in development expenditure and net 
lending, respectively. This presents a downside risk to the projected growth for FY 2016/17 
which was to be supported by robust government spending on infrastructure development. 
Clearance of domestic arrears amounted to Shs. 142.3 billion in the first eight months of FY 

Fiscal policy plays a significant role, both as a stabilization tool and in influencing the 
short- and long-term growth prospects of an economy. In the short term, counter-
cyclical fiscal expansion can help support aggregate demand and growth during 
downturns. On the other hand, fiscal contraction can help cool down an economy that is 
growing at an unsustainable pace and thus faces the risk of overheating.  The fiscal 
stance for FY 2016/17 focused on supporting economic growth by addressing 
infrastructural constraints in the economy.  
 
Effective coordination of a country’s fiscal policy with its monetary policy, rather than a 
subservience of the latter to the former, remains plays an important cornerstone for the 
optimization of role in the overall macroeconomic performance and achievement of the 
long-term growth target. Performance of the fiscal sector, in light of the monetary policy 
stance pursued for the period is therefore reviewed in this section. 
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2016/17, which was Shs. 59.3 billion above the program. Nonetheless, the stock of 
government arrears remains high, estimated at about Shs. 2.7 trillion as at end June 2017. 
 
Table 4: Fiscal Performance for July – February 2016/17 

 
Source: Ministry of Finance, Planning and Economic Development (MFPED) 
 

Government tax revenue to GDP in FY 2017/18 is expected to increase by 0.5 per cent to 
13.8 per cent, on account of improved tax administration. Expenditure and net lending as a 
percentage of GDP is expected to increase in FY 2017/18 to 21 per cent from a projected 
20.2 per cent. Domestic borrowing in FY 2017/18 is estimated at Shs. 954 billion. This 
could be higher if implementations of infrastructural projects are postponed to FY 2017/18. 
Overall, FY 2017/18 is expected to have a more expansionary fiscal stance compared to FY 
2016/17, with a fiscal deficit in the range of 4.8 to 5.1 per cent of GDP.  
 

4.2 Public Debt Stock 
 
The provisional total public debt stock (at nominal value) as at end February 2017 stood at 
Shs. 32,595.6 billion, representing an increase of 10.1 per cent relative to June 2016, but 
lower than the increase of 12.3 per cent in the same period a year ago as shown in Table 5. 
The growth in the stock of total public debt between June 2016 and February 2017 was 
mainly driven by 10.8 per cent growth in public external debt (in Shillings terms), which 
had a dominant share of 61.5 per cent of the total public debt. 
 
Table 5: Total Public Debt Stock 

Source: Bank of Uganda  

Fiscal Operations (Shs. Billion)
Jul-Feb 

2014/15 

(Actual 

Jul-Feb                   

2015/16 

(Actual 

Jul-Feb                  

2016/17 

(Actual 

Jul-Feb 

2016/17 

PSI Prog.

Diff

Domestic Revenue & Grants 7,007.8 8,173.6 8,818.5 9,399.7 -581.2

o/w  Domestic Revenue 6,312.3 7,294.1 8,197.0 8,304.7 -107.6

o/w  Grants 695.5 879.4 621.4 1,095.0 -473.6

Expenditure and Lending 9,503.6 11,523.8 10,939.2 13,467.0 -2,527.8

o/w  Current 4,924.9 6,167.0 6,550.5 6,394.3 156.2

          Development 4,476.0 5,268.5 4,246.4 6,989.7 -2,743.3

                       o/w HPPs 913.4 1,332.5 310.6 1,024.7 -714.0

          Clearance of domestic arrears 102.7 88.2 142.3 83.0 59.3

Overall Fiscal Bal. (incl. Grants) -2,495.9 -3,350.2 -2,120.7 -4,067.3 1,946.6

 Jun-15 Feb-16 Jun-16 Prov. 
Feb-17 

Total Gross Public Debt (Shs. Bn) 24,334.5 27,319.1 29,611.6 32,595.6 
 External Debt  (USD, Mn)  4,380.1 4,971.6 5,309.2 5,586.1 
 External Debt (Shs. Bn) 14,462.2 16,647.8 18,077.3 20,035.7 
 Domestic Debt (Nominal, Shs. Bn) 9,872.3 10,671.3 11,534.3 12,559.9 
UShs./USD eop exchange rate 3,301.8 3,348.6 3,404.9 3,586.7 
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As at end February 2017, most of the public domestic debt indicators were outside the 
Public Debt Management Framework (PDMF 2013) medium term benchmarks. The share 
of domestic debt maturing in one year amounted to 42.1 per cent of the total domestic debt 
stock as at end February 2017, above the PDMF benchmark, but an improvement relative to 
June 2016 and February 2016. The share of domestic debt maturing in any year after year 
1 and the Average Time to Maturity (ATM) stood at 8.6 per cent of the total stock of 
outstanding securities and 3.5 years, respectively, in line with the PDMF benchmarks. The 
ratio of treasury bonds to treasury bills (at face value) deteriorated from 69:31 to 65:35 
between June 2016 and February 2017 and remained short of the PDMF benchmark of 
70:30.Table 6 shows the public debt risk indicators. 
 
Table 6: Public Domestic Debt Risk Indicators 

 
Source: Bank of Uganda 
 

5 Balance of Payments and Exchange rate Developments 
 

5.1 Balance of Payments 

 

5.1.1 Current Account Developments 

 
Preliminary data indicates that the current account deficit (CAD) narrowed by 31.9 per 
cent from USD 322 million to USD 219 million during the quarter ended February 2017, 
largely driven by developments in the secondary income account. The secondary income 
account balance improved by 28.5 per cent to USD 430.8 million during the quarter 
mainly on account of USD 154.0 million increases in personal transfer inflows during the 

Domestic Debt Risk Indicators PDMF Jun-16 Feb-17

Stock/PSC (at nominal value) <75% 100.9 104.4

% maturing in 1 year <40% 44.5 42.1

bonds/bills (at face value) 70/30 66/34 65/35

Avg Time to Maturity  >3Years 3.3 3.5

% maturing in any year after year 1 < 20% 11.3% Yr2 

& 7.8 in Yr 3

8.6% Yr2 & 

12.5% in Yr 3

A large current account (CA) deficit usually implies an external imbalance in the 
economy, which in a flexible exchange rate regime might be corrected by depreciation 
of the exchange rate. Persistent CA deficits may, however, signal structural constraints in 
the economy, in which case adjustment in the imbalance may not be entirely achieved 
through the manipulation of monetary variables.  In such cases, structural changes in 
the economy are necessary in enhancing productivity and growth and consequently the 
CA adjustment.  
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period under review. The trends of the current account balance and its components are 
shown in Figure 9. 
 
Figure 9: Quarterly Developments in the Current Account 

 
Source: Bank of Uganda 
During the quarter to February 2017, export receipts increased by 1.9 per cent to USD 
787.1 million from USD 772.8 million during the previous quarter, mainly driven by an 
increase in coffee export receipts, although this was partly offset by a decrease in non-
coffee export earnings. Coffee export proceeds continued to rise, increasing by 52.7 per 
cent to USD 148.9 million on account of an increase in both the volume and the price per 
kilogram of coffee. In contrast, total non-coffee export receipts (excluding non-monetary 
gold) decreased by USD 26.2 million to USD 564.3 million during the quarter ended 
February 2017. The commodities that recorded significant declines were tobacco and sugar. 
 
During the quarter ended February 2017, expenditure on imports declined by 1.2 per cent 
to USD 1,092.1 million from USD 1,105.7 million in the previous quarter on account of a 
decrease in both government and private sector imports. Government import expenditure 
decreased by USD 2.1 million to USD 60.1 million in the quarter under review due to a 
decline in non-project imports while private sector imports of goods (excluding non-
monetary gold) decreased by USD 3.1 million to USD 975.1 million on account of a decline 
in non-oil import expenditure. 
 
5.1.2 Capital and Financial account 

 
The financial account continued to be the main source of financing of the deficit in the 
current account. The financial account recorded a net incurrence of liabilities of USD 370.5 
million during the quarter ended February 2017, which is USD 111.6 million higher than a 
net incurrence of liabilities amounting to USD 258.9 million during the previous quarter. 
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Developments in the financial account were mainly driven by contrasting transactions in 
portfolio and other investments 
 
Transactions in portfolio investment resulted in an overall net acquisition of assets of USD 
148.9 million during the three months ended February 2017, which was a USD 144.0 
million increase from the net acquisition of assets of USD 4.9 million during the previous 
quarter. This increase in portfolio assets was mainly due to a USD 125.6 million decrease in 
holdings of Uganda government debt securities by non-residents, with a combination of 
over 100 per cent decline in net issues of securities to non-residents coupled with over 50 
per cent increase in maturing securities q-o-q. Transactions in other investments resulted 
in an overall net incurrence of liabilities of USD 309.6 million during the quarter ended 
February 2017, compared to an overall net incurrence of liabilities of USD 56.7 million 
during the previous quarter largely on account of transactions of deposit taking 
corporations. Direct investment transactions resulted in a net incurrence of liabilities of 
USD 209.1 million, similar to the USD 209.1 million recorded during the previous quarter. 
 
The developments in the external sector resulted in an overall balance of payments surplus 
of USD 213.0 million, with a net build-up in reserves assets of USD 212.2 million excluding 
valuation changes. Developments in the overall balance of payments and its main 
components are shown in Figure 10. 
 
Figure 10: Development in Overall Balance of Payments and Main Components 

 

Source: Bank of Uganda 
 
The stock of reserves at the end of February 2017 was estimated at USD 3,172.50 million 
(including valuation changes), equivalent to 4.3 months of future imports of goods and 
services as shown in Figure 11. In the short term, the current account balance is likely to 
come under pressure if the infrastructure and energy related projects are implemented as 
planned. In addition expected dividend payments as we approach half year will increase 
primary income outflows, worsening the current account balance. 
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Figure 11: Stock of Reserves 

 

Source: Bank of Uganda 
 
5.2 Exchange Rate Developments 
 

Bank of Uganda pursues a flexible exchange rate policy to ensure that the balance of 
payments is sustainable. BoU intervenes in the foreign exchange market to dampen 
disruptive volatility in the exchange rate and not to impede exchange rate adjustments – 
which are necessary to maintain external balance. In March 2017, the Shilling depreciated 
0.4 per cent month-on-month (m-o-m), to an average midrate of Shs. 3,599 per USD, 
compared to a depreciation of 0.7 per cent and 0.3 per cent in February 2017and January 
2017, respectively. On annual basis the Shilling depreciated 6.9 per cent in March 2017, 
up from 4.4 per cent in February 2017. The nominal effective exchange rate, which depicts 
the Uganda shilling against a weighted basket of its trading partners, depreciated by 3.8 per 
cent on March 2017, compared to 1.7 per cent in February 2017.   
 
The Shilling depreciation in March 2017 was mainly attributed to the strengthening of the 
US Dollar due to interest rates hikes in the US, and increased dollar demand by corporates; 
notably oil importers, manufacturers, and telecom companies. Regarding the BoU activity in 
the Interbank Foreign Exchange Market (IFEM), in March 2017 the BoU purchased USD 
47.9 million from the IFEM under the reserve build-up program, bringing the amount 
purchased in the year ending March 2017 to USD 683.1 million. However, taking into 
account the Bank’s intervention and targeted transactions, the net amount purchased from 
the IFEM in the period July 2016 to March 2017 was USD 525.62 million.  
 
Going forward the Shilling is likely to come under pressure on account of: government 
demand for foreign exchange - if planned infrastructure projects remain on schedule; 
continued fragility of the current account owing to the rise in crude oil prices and, increase 
in private sector imports; and, volatility in global financial markets. Significant exchange 
rate depreciation remains a major upside risk to domestic inflation. 
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6 Inflation 
 

 
6.1 Global Inflation and International Commodity Prices 
 

6.1.1 Global Inflation 
 
Global headline inflation has been rising particularly in AEs as a result of higher energy 
prices - following the Organization Petroleum Exporting Countries (OPEC) agreement in 
September 2016 to cut oil production in order to support prices. In AEs, headline inflation 
rose to 1.6 per cent in the quarter to February 2017, compared to 0.8 per cent in the 
quarter to November 2016 and from 0.4 per cent in the same quarter of the previous year. 
Underlying inflation is however still subdued and will pick up only slowly as the expansion 
gains traction, including supporting more robust wage growth across the income 
distribution. Going forward, inflation is expected to continue on an upward trajectory 
within the AEs if the drop in the commodity prices in March 2017 does not persist.   
 
In the EME’s, Inflation dropped in the quarter to February 2017 to 4.3 per cent, compared 
to 5.2 per cent in the Quarter to November 2016 and from 7.0 per cent in the same quarter 
of the previous year. Inflation in EMDEs is easing as the effect of past exchange rate 
depreciations fades and the effect of monetary policy actions take effect. However, 
commodity importers are exposed to rising commodity prices. Going forward, the increase 
of the US Fed funds’ rate is likely to increase exchange rate depreciation pressures in 
EMDEs and eventually exert upward pressure on average domestic prices. Developments in 
Global inflation are shown are Figure 12. 
 
 
 
 

 

Domestic inflation is contingent on both domestic and external economic factors. The 
importance of the external economic environment in determining domestic inflation 
dynamics depends on the economic linkages between the domestic and global economy. 
A careful assessment of the evolution and outlook of both domestic and external factors 
is therefore critical in the design of an effective monetary policy stance, which in 
Uganda is designed to deliver a medium term core inflation target of 5 per cent and to 
ensure that output is not only as close to potential as possible, but also consistent with 
the inflation objective. 
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Figure 12: Developments in Global Inflation 

 
Source: OECD consumer prices, March 2017.  
 
6.1.2 International Commodity Prices 

 

The pickup in commodity prices that started in Q4-2016 continued through to the quarter 
ending February 2017, supported both by dry weather conditions and the agreement by 
OPEC members and other important oil producers to curtail oil supply to 32.5 million 
barrels per day, to support oil prices.  
 
Average crude oil prices have continued to recover, rising by 15 per cent in the quarter to 
February 2017, above the 8.8 per cent and 9.8 per cent rise in the quarter ended January 
2017 and the last quarter of 2016, respectively. On annual basis, average crude oil prices 
increased by about 75.2 per cent in February 2017, down from 80 per cent in January 
2017and are forecast to rise to USD 53.9 and USD 56.3 per barrel in 2017 and 2018, 
respectively, from USD 44.1 per barrel in 2016 as the market continues to rebalance. Going 
forward potentially less strict environmental regulation in the US might taper oil prices and 
also make them more volatile. 
 
International food prices fell in February 2017 by 0.7 per cent compared to 2.5 per cent 
rise in January 2017, but rose on an annual basis by 17.4 per cent, up from 16.9 per cent 
and 11.0 per cent in the year ended January 2017 and December 2016, respectively. 
Recovery in food prices was mainly on account of dry weather conditions. Going forward, 
agricultural commodities prices are expected to rise by about 2.0 per cent in 2017, up from 
the decline of 2.7 per cent recorded in 2016, although they are projected to decline by 0.9 
per cent in 2018. Developments in international commodity prices are shown in Figure 13.  
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Figure 13: Global Commodity Price Developments 

 
Source: World Bank, Food and Agriculture Organization of the UN 

 

Uganda being a commodity exporting economy is likely to benefit from a rise in the global 
commodity prices and hence boost its growth prospects gradually. In contrast, increased 
commodity prices could hamper domestic demand, leading to subdued investment and 
hence softer growth prospects. Therefore, there’s need for an appropriate policy mix. 
 
6.2 Domestic Consumer Price Inflation 
 
Inflation remains well anchored around the BoU’s medium term target of 5.0 per cent. 
Headline and core inflation eased in the year ended March 2017 to 6.4 and 4.7 per cent y-
o-y respectively, from 6.7 and 5.7 per cent respectively in the year ended February 2017. 
However, EFU and food crops and related items inflation rose up to 3.8 and 20.9 per cent 
respectively in March 2017 from 1.0 and 18.8 per cent respectively in the previous period.  
On a quarterly basis, headline inflation edged up to 6.4 per cent in Q1-2017, from 4.8 per 
cent in Q4-2016. Over the same time, core inflation eased to 5.2 per cent from 5.4 per cent. 
The rise in headline inflation is largely driven by supply side shocks, particularly drought, 
which has pushed up food crop prices. Indeed, annual food crops and related items 
inflation has averaged 18.1 per cent in Q1-2017, up from 6.6 per cent in Q4-2016. There 
are also significant inflationary pressures from Energy, Fuel and Utilities (EFU) and other 
goods due to higher prices of solid and liquid fuels, in particular higher international oil 
prices. EFU inflation edged up to 2.1 per cent Q1-2017, compared to minus 2.9 per cent in 
Q4-2016.  Figure 14 depicts the Contribution of components of annual headline inflation. 
 

Relatively subdued inflation has been driven by low cost pressures due to relative exchange 
rate stability and weak domestic demand.  Indeed, services inflation, which proxies’ 
domestic demand pressures reduced to 4.7 per cent y-o-y in March 2017, from 5.9 per 
cent in the previous month, and has averaged lower in Q1–2017 at 5.5 per cent, compared 
to 6.9 per cent in Q4-2016. Other goods and Non-food goods inflation, which captures the 
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impact of exchange rate movements, also fell in the year to March 2017 to 4.8 and 4.1 per 
cent, respectively, from 5.6 and 4.7 per cent, respectively in the year to February 2017 
 
Figure 14: Contribution of Components of Annual Headline 

 
Source: Bank of Uganda and Uganda Bureau of Statistics (UBOS)  

 

7 Economic Outlook and Risks 

 

7.1 Economic Outlook 
 
Uganda’s economic performance is expected to remain below potential in the near-term, 
constrained by several factors, including: continued weak performance of the agricultural 
sector and; lower public expenditure and subdued PSC, even though the cycle appears to 
have bottomed out. The external economic environment remains broadly unchanged. The 
global economy is expected to continue on a trajectory of broad-based improvement. 
Nonetheless, uncertainties in many countries about future policy actions, the direction of 
politics and global trade are high, and if they materialize, they could severely hurt domestic 
economic outcomes.  
 
7.2 Inflation Outlook and Risks 
 
The outlook for the external economic environment remains broadly unchanged from the 
February 2017 round of forecasts. The global economy remains on a trajectory of broad-
based improvement and inflation is on the rise on account of the rebound in international 

Monetary policy impacts on inflation and real economic activity with a lag. A critical 
assessment of the future trajectory of inflation is therefore crucial in the design of a 
forward-looking monetary policy framework. This requires a thorough understanding 
of the outlook and risks to the external and domestic economic environment. 
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oil prices. Nonetheless, the future path of international oil prices is now projected 
downwards by 5.5 per cent in 2017 and by 3.7 per cent in 2018, from the February 2017 
outlook, to reflect the recent drop in the price due to the increasing production in the US. 
The Fed funds’ rate is expected to continue rising with a possibility of three hikes in 2017. 
 
Domestic food prices are set to decline if the harvest remains normal and the recent army 
worm threat does not cause a serious impact on the harvest. The relatively stable exchange 
rate and the significant narrowing of the domestic current account deficit – which in large 
part is due to weak aggregate demand, could offset some of the negative impacts of supply 
side shocks. Consistent with these assumptions, inflation outlook has improved somewhat 
since the last Monetary Policy Committee (MPC). 
 
In the near term, Headline and Core inflation is now forecast to 1.5 PPs and 1 PP lower 
respectively, compared to the February forecast and will converge to the BoU target of 5.0 
per cent in the medium term. These inflation forecasts are depicted in Figure 15. 
 

Figure 15: Inflation forecast 

 
Source: Bank of Uganda 

 
The risks to inflation are slightly on the downside compared to the forecasts that were 
previously assessed. This is mainly due to the improved weather conditions and relatively 
unchanged external environment. The expected normal harvests will ease domestic food 
prices. The Economy is currently operating below potential and the growth projection of 4.5 
per cent in FY 2016/17 may not be achieved. The slow growth in PSC could weaken 
aggregate demand further, posing downward risk to domestic inflation in the near term.  
 
The external economic environment remains uncertain. There is considerable uncertainty 
regarding the US's economic policies, which is likely to increase volatility in global financial 



23 | P a g e  

 

markets and result in volatile capital flows both into and out of emerging and frontier 
markets. This uncertainty, amidst expected dividends payments to foreign investors and 
other domestic forex demand pressures, could accelerate the depreciation pressures on the 
Ugandan shilling. Furthermore, a shift from globalization towards more nationalism, 
compounded with a rising belief in the need for greater state intervention in the economy, 
are causing nervousness in the global economic outlook and it is difficult now to gauge the 
impact this will have on the Ugandan economy. Moreover, the increase in oil production in 
the US is likely to lead to lower oil prices than projected in the baseline. 
 
8 Conclusion  
 
Economic activity and demand indicators remain weak with possible downward revisions 
of growth in 2016/17 – 2017/18. In the first half of FY 2016/17, Uganda’s GDP growth was 
lower-than-expected, largely reflecting temporary adverse weather related factors, 
combined with weak aggregate demand. Moreover the sticky lending rates and weak 
shilling continue to slow down growth in PSC. The weak economic performance in the first 
two quarters of the financial year implies that the projected GDP growth of 4.5 per cent in 
FY 2016/17 is unlikely to be achieved. The BoU estimates real GDP growth for FY 2016/17 
to be within the range of 3.6 – 4.0 per cent. Therefore the output gap is expected to remain 
negative mainly on account of the supply side shocks to agriculture and to close in the 
medium term. This reduces inflationary pressures going forward.  
  
The consumer price index (CPI) data for March 2017 indicates that inflationary pressures 
eased slightly. A combination of stability of the shilling exchange rate and subdued 
domestic demand has dampened inflationary pressures. Annual food crops inflation has 
however continued to rise as a result of the drought that affected food production in many 
parts of the country. Overall, inflation outlook in the near term has improved since the last 
MPC meeting mainly due to a subdued demand, relatively stable exchange rate as well as 
the significant narrowing of the domestic current account deficit. The forecasts indicate 
that inflation will remain around the target in the medium term - unchanged from the 
forecast of February MPC meeting. 
  
Given that core inflation is forecast to remain around the 5 per cent medium-term target, 
Bank of Uganda (BoU) continued with a cautious easing of monetary policy that is 
consistent with supporting economic growth. Therefore, CBR was reduced slightly by 50 
basis points to 11.0 per cent. The band on the CBR was maintained at +/-3 PPs and the 
margin on the rediscount rate at 4 PPs on the CBR. Consequently, the rediscount rate and 
the bank rate were reduced to 15.0 per cent and 16.0 per cent, respectively.  
 
 
 


