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EXECUTIVE SUMMARY 
 

1. The Monetary Policy Committee (MPC) assessed that the risks to inflation were significantly tilted to 

the upside. Based on the worsening outlook to inflation and balance of risks, the MPC decided that 

increasing the CBR by 1 percentage point to 7.5 percent in June 2022 would be consistent with 

meeting the inflation objective of 5 percent sustainably in the medium term. The BoU is committed 

to continue raising the CBR until inflation is firmly contained around the medium-term target.  The 

band on the CBR was maintained at +/-2 percentage points on the CBR, and the margins for the 

rediscount and bank rates were kept unchanged at 3 and 4 percentage points on the CBR. 

Consequently, the rediscount and bank rates were maintained at 10.5 percent and 11.5 percent, 

respectively.  

2. Inflation is increasing rapidly and is spreading broadly across the basket of consumer goods and 

services.  The annual headline and core inflation rose to 6.3 percent and 5.1 percent in May 2022 

from 2.7 percent and 2.3 percent in January 2022, respectively. The spike in global commodities 

prices at the back of supply-demand imbalances that were caused by the Covid-19 pandemic related 

disruptions in global supply chains and heightened by the Ukraine conflict are the main underlying 

sources to the price pressures.  

3. The rapid weakening of the Uganda shilling against the US dollar coupled with rising domestic food 

and energy prices have worsened the inflation outlook since the April 2022 forecast round. Higher 

business costs are likely to spread into consumer prices, thereby pushing inflation higher in the 

coming months. Consequently, annual headline and core inflation are now forecast to average 7 

percent and 6.1 percent, respectively, in 2022, which is higher than earlier projections. Inflation is 

expected to peak in the first quarter of 2023 and converge back to the 5 percent medium term target 

in the middle of 2024.  The inflation outlook is very uncertain and highly dependent on the evolution 

of the Russia-Ukraine war and possible measures to contain the conflict. However, the BoU assesses 

that the balance of risks to the inflation outlook is tilted to the upside. 

4. Growth in economic activity is softening as signalled by the quarterly growth of the Composite Index 

of Economic Activity (CIEA). The CIEA growth slowed down to 0.8 percent in the quarter to April 

2022 down from the 2.4 percent recorded in the quarter to January 2022. The slowdown in economic 

activity is more pronounced in the industry and services sectors as businesses become less optimistic 

while consumers express more pessimism at the back of higher price pressures.  

5. GDP growth is now projected in the range of 4.5-5.0 percent which is much lower than 5.5-6.0 

percent projected in April 2022. The main factors underlying this downgrade include slowing external 
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demand at the back of higher commodity prices and the growth slowdown in china, deteriorating 

domestic inflation and tightening domestic and global monetary conditions. The risks to the growth 

outlook are tilted to the downside due to the weaker-than-expected global growth, further escalation 

of geopolitical conflicts, persistent global supply chain disruptions, heightened global economic 

uncertainty, higher inflation which is dampening global and domestic consumer confidence and 

prolonged weak growth in private sector credit.  

6. The shilling-dollar exchange rate volatility intensified in May 2022 a long a depreciation path. The 

unit lost 2.6 percent of its value to the US dollar month-on-month and 2.3 percent year-on-year in 

May 2022. This was at the back of bearish sentiments occasioned by tightening of monetary policy 

by the US Fed causing nervousness amongst the offshore investors in Uganda. In addition, the 

deteriorating terms of trade has caused a stronger demand for US dollars amongst the energy 

companies and other importers. To curb the volatility, BoU intervened in the interbank foreign 

exchange market (IFEM) by selling dollars and stayed purchases of dollars to accumulate reserves. 

7. In the quarter ended March 2022, the interbank money market rates remained well anchored around 

the CBR. The 7-day interbank weighted average rate was relatively stable at 6.8 percent in the quarter 

ended May 2022, while the overnight rate inched up slightly by 10 basis points to 6.6 percent in the 

same period as liquidity conditions somewhat tightened. 

8. Private Sector Credit (PSC) growth improved slightly in the quarter to April 2022, but remain below 

historical trends. In addition, the widening gap between credit demand and supply of credit indicates 

that banks are still hesitant to extend credit to the private sector. 

9. On the fiscal side, revenue shortfalls continued to constrain fiscal operations. During the ten months 

of FY 2021/22, revenue underperformed its target by Shs. 1,586.0 billion, while Government 

expenditure underperformed by Shs. 2,070.2 billion. The resultant fiscal deficit of Shs. 8,438.3 billion 

was below the projected deficit by Shs. 484.2 billion and was largely funded by external sources. 

Provisional estimates show that total nominal public debt stock at the end of April 2022 stood at Shs. 

74,714.4 billion (approximately 48.8 percent of GDP), a 6.4 percent increase from the June 2021 

level. The increase was largely due to a 15.4 percent increase in domestic debt 

10. The current account deficit of the balance of payments widened by 8.6 percent in the twelve months 

to April 2022 to US$3,647.1 largely reflecting the bulging trade deficit at the back of the deteriorating 

terms of trade. The widening of the primary income account deficit mainly due to increasing interest 

payments on public debt and narrowing of the secondary income accounts surplus also weighed 

down on the current account although a narrower services account deficit bolstered by increased 

tourism activity provided some positive support. The financial inflows at US$3,970.5 million inform 
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of increased loan disbursements to the government, including from the IMF, strong FDI inflows and 

trade credits to the private sector were more than sufficient to offset the current account deficit. This 

resulted into an overall balance of payment surplus of US$876.1 million and reserve accumulation of 

the same magnitude in the twelve months to April 2022. The stock of reserves at the end of April 

2022 was US$4,540.0 million, equivalent to 4.6 months of import cover. 
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1. GLOBAL DEVELOPMENT AND OUTLOOK 

1.1 Global economic activity 

The global economic growth projection has been revised downward by 0.8 and 0.2 percentage points, 

respectively to 3.6 percent in both 2022 and 2023 in April 2022 from the January projections. The 

downward revision highlights the continued slowdown in global economic recovery caused by the 

commodity prices’ spike induced by the Russia-Ukraine war that has caused severe disruptions to 

commodities supply and aggravated inflation pressures in Advanced Economies as well as Emerging 

Markets. In addition, production challenges and export bans in Malaysia and Indonesia, respectively, the 

world’s leading producers of palm oil and the drought in Latin America have strained global food 

supplies. Moreover, the PMI reading in April 2022 was lower than expected pointing to the continued 

slowdown of the Chinese economy due to the COVID-19 situation. The spill-overs effects from the 

global developments have also affected growth in Sub-Saharan Africa (SSA). Growth in SSA is expected 

to slowdown in 2022 to 3.8 percent but slightly recover to 4.0 percent in 2023 compared 4.5 percent in 

2021 (Table 1). The World Health Organization (WHO) considers the monkeypox incidences not to be 

very worrying since it does not spread as fast as the COVID-19 and as such can be contained if Standard 

Operating Procedures (SOPs) are diligently followed. 

Table 1: Global economic growth projections 

Year on Year 

  Estimate Projection 
Deviation from 

January 2022 
projection 

  2020 2021 2022 2023 2022 2023 

World Output  –3.1 6.1 3.6 3.6 –0.8 –0.2 
Advanced Economies –4.5 5.2 3.3 2.4 –0.6 –0.2 
    United States  –3.4 5.7 3.7 2.3 –0.3 –0.3 
    Euro Area –6.4 5.3 2.8 2.3 –1.1 –0.2 
    Japan –4.5 1.6 2.4 2.3  –0.9 0.5 
    United Kingdom –9.4 7.4 3.7 1.2 –0.1 –1.1 
Emerging Market & Developing Economies –2.0 6.8 3.8 4.4 –0.1 –0.3 

China 2.3 8.1 4.4 5.1 –0.4 –0.1 
India  –7.3 8.9 8.2 6.9 –0.8 –0.2 
Russia –2.7 4.7 -8.5 -2.3 –11.4  –4.3 
Brazil –3.9 4.6 0.8 1.4 0.5 –0.2 

Sub-Saharan Africa  –1.7 4.5 3.8 4.0 0.1 0.0 
Nigeria –1.8 3.6 3.4 3.1   0.7   0.4 
South Africa –6.4 4.9 1.9 1.4 0.0   0.0 

Source: IMF, April 2022 WEO 

 

The risks to the global growth outlook remain tilted to the downside on account of geopolitical tensions 

particularly, the Ukraine-Russia crisis as well as higher than anticipated slowdown of China’s growth 

reflecting the latest lockdowns due to zero-tolerance to Covid-19. Uganda continues to be indirectly 
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affected by the war through rising commodity prices and lower global demand for her exports and as 

such global development would negatively contribute to her economic growth.  

1.2 Global inflation 
 

Globally, inflationary pressures have persisted driven by supply shocks on energy, agricultural 

commodities, and non-energy industrial goods. Annual inflation in the US moved to record levels at 8.6 

percent in May 2022, beyond the 8.3 percent observed in April 2022, while Euro area inflation accelerated 

to a record high of 8.1 percent in the same month. In the UK, inflation reached 9 percent in April 2022. 

Risks to inflation outlook have intensified and are tilted to the upside in most countries and globally. 

Inflation projections by the Global Projection Model Network indicate rising uncertainty about the 

inflationary situation and have since been revised upwards between Mar 2022 and May 2022 for the world 

and for most countries (Figure 1). The uncertainty about the inflation outlook relates to the uncertainty 

regarding how fast the Ukraine conflict will be resolved. 

Figure 1: Headline inflation projections for selected countries 

 
    Source: Global Projection Model Network 

 

1.3 International commodity prices 

The persistence of the demand-supply imbalances that have been exacerbated by geopolitical tensions, 

particularly the Russia-Ukraine war have caused the global commodity markets to face an unprecedented 
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array of pressures, lifting some prices to all-time highs, particularly for commodities where Russia and 

Ukraine are major exporters. Fertilizer prices continue to be elevated and were 110 percent higher in May 

2022 compared to the level in the same period last year, while energy prices were higher by 86.5 percent 

in the same period. Brent crude oil prices rose by 17.3 percent, palm oil and wheat prices rose by 12.8 

percent and 33.7 percent, respectively, between February 2022 and May 2022. Although the annual 

growth in energy and grains’ prices seem to be easing, they remain very high by historical standards as 

shown by Figure 2.  

Figure 2: Growth of selected international commodity prices (y/y, percent) 

 

 

 

 

 

 

 

 
Source: World Bank  

Going forward, the risks to the global commodities prices are tilted to the upside on account of worsening 

imbalances between global demand and supply as Europe prepares to put further sanctions on Russia, 

limited substitutability of commodities and rising inflation is adding to increased costs of producing the 

commodities. Further increases in commodity prices could lead to persistently high inflation and rising 

inflation expectations. In Uganda, the impact of rising commodity prices is expected to lead to higher 

input costs which might worsen the already increasing marginal costs facing Ugandan importers and 

producers inducing a contraction in output in the affected sectors. The higher prices for pesticides and 

mineral fertilizers will gravely affect the agricultural sector.  
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1.4 Global financial markets 

Global financial market conditions are expected to remain tight due to the more hawkish stance of 

monetary policies globally causing investors to have bearish sentiments for the Emerging and Developing 

Economies as interest rates continue to rise in advanced economies (Figure 3).  

Countries that were financially integrated with Russia experienced significant financial market volatility. 

In addition, emerging markets and developing economies such as Ghana, have also experienced 

significant financial market volatility arising from gross outflows of portfolio capital as investors look for 

safer assets. Investor appetite for short-term securities compared to long-term securities has since 

increased, an indication that investors are uncertain regarding the direction the market will take while 

Credit Default Swaps (CDS) spreads have widened as investors expect more defaults on obligations. In 

a bid to curb high inflationary pressures, many affected countries have adopted hawkish monetary policy 

stances. Moreover, central banks are having to balance the trade-off between bringing inflation down 

and boosting economic growth. However, China, which still enjoys low inflation levels maintains a dovish 

monetary policy stance in a bid to boost its growth while Europe is now ready to consider a 0.25 basis 

point increase of its policy rate. Countries are having to watch their markets closely lest their monetary 

policy proves ineffective or detrimental to their economies. 

As more countries raise their policy rates and take up hawkish monetary policy stances to curb inflation, 

this could trigger capital flow reversals from EMDEs including Uganda and thereby increase depreciation 

pressures on the currencies of these economies including Uganda. 

Figure 3: Ten-year government bond yields 

 

 

 

 

 

 

 

 

 

 

 
 

      Source: Thomson Refinitiv 
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2. DOMESTIC DEVELOPMENT AND OUTLOOK 

2.1 Domestic financial markets 

2.1.1 Interbank money market 

Interbank money market rates remained relatively stable around the Central Bank Rate (CBR) in the 

quarter ended May 2022, guided by the central bank operations as shown by Figure 4. The 7-day 

interbank weighted average rate remained stable at to 6.8 percent in the quarter to May 2022 while the 

overnight rate inched up 10 basis points to 6.6 percent in the same period as liquidity conditions 

somewhat tightened. 

Figure 4: Central Bank Rate and interbank interest rates 

 
Source: Bank of Uganda  

2.1.2 Primary market for treasury securities 

Yields on the treasury securities eased at the short end and edged up at the longer end of the curve.   The 

182-day, 364-day T-bill rates and 2-year bond yield edged down to average 8.3 percent, 9.3 percent, and 

9.9 percent in the period, from 8.6 percent, 10.1 percent, and 10.7 percent in the quarter to February 

2022, respectively. Conversely, bond yields on the 15-year and 20-year tenors increased by 10 basis points 

to averages of 14.5 percent. Exception was on the 91-day T-bill and 10-year bond whose rates remained 

unchanged at 6.7 percent and 13.8 percent in the quarter to May 2022. 

   

   

   

   

    

    

    

                         

A developed financial market can efficiently channel liquidity from institutions with surplus funds to those in deficits, 
provides effective price-discovery mechanism and helps transmit monetary policy to the real economy. A comprehensive 
assessment of the financial markets is therefore vital for judging the decisions and consequences of BoU’s actions.  
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2.1.3 Secondary market for treasury securities 

Secondary market yields broadly declined across the continuum save for the 91-day treasury bill, 5-year 

and 15-year bonds whose yields were stable at quarterly averages of 6.6 percent, 13.6 percent, and 14.6 

percent, respectively between the quarters to February and May 2022. The average annualised yield for 

the 182-day and 364-day T-bills declined by 30 and 120 basis points to 6.6 percent and 9.8 percent in the 

period, respectively. Similarly average annualized yields on the 2-years, 3-years and 10-years bonds eased 

by 50, 10 and 40 basis points to 10.2 percent, 12.4 percent, and 13.7 percent, respectively. Conversely, 

the yield on the 20-year bond edged up by 10 basis points to average of 15.6 percent in the quarter to 

May 2022 as shown by Figure 5. 

Figure 5: Secondary market annualized yields on T-bills and T-bonds 

  
Source: Bank of Uganda 

 

2.1.4 Lending interest rates 

Commercial banks’ lending rates marginally declined to 19 percent in the quarter to April 2022, from 

19.3 percent observed in the quarter to January 2022. Declines were registered across most of the sectors 

except for the Transportation and Communications sector. Save for Manufacturing, Trade, Transport 

and Communication, the remaining sectors continue to borrow at a cost higher than the industry average 

as shown in Figure 6. The premium on the industry average lending rates is consistently highest on loans 

channelled to land purchase, residential building and agriculture and has increased for the agricultural 

sector in the Quarter to April 2022. 

91-days 182-days 364-days 2-years 3-years 5-years 10-years 15-years 20-years

Q-May'21 7.3 10.5 12.1 12.8 13.8 14.9 15.6 15.6

Q-Feb'22 6.6 8.8 11.0 10.8 12.5 13.6 14.1 14.6 15.4

Q-May'22 6.6 8.5 9.8 10.2 12.4 13.6 13.7 14.6 15.6
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Figure 6: Weighted average lending rates for selected Sectors 

Source: Bank of Uganda 

 

 

2.1.5 Credit to the private sector 

Private Sector Credit (PSC) growth remains weak albeit with a marginal improvement in the quarter to 

April 2022. At 8.9 percent growth, annual PSC growth is about half the historical average and continue 

to be constrained by risk aversion of the lenders as exhibited by reduced loan approval rate since the 

quarter to July 2021 (Figure 7 on the right). Despite stead increases in loan applications, lenders seem 

to be stuck on approving about 56 percent of the value demanded by borrowers. Adjusting for the 

exchange rate changes, year-on-year growth in PSC averaged 9.5 percent in the quarter to April 2022, a 

slowdown from the 9.9 percent growth in the quarter to January 2022 (Figure 7 on the left). Over the 

same period, growth in foreign currency-denominated loans was unchanged at 4.8 percent, while shilling 

denominated loans growth marginally rose to average 10.7 percent in quarter to April 2022. 

  Figure 7: Decomposition of private sector credit Growth [Left chart] and Loans applications (ugx.bn) 

Source: Bank of Uganda  
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Credit growth is slowing down in most of the major sectors with negative growth rates noticeable in the 

Building, Mortgage & Construction, Business Services and Trade sectors during the quarter under review. 

Noteworthy slowdown of credit growth is apparent in the Personal and Households loans sectors and 

manufacturing which could be a sign that the soaring inflation is filtering through credit markets. Credit 

growth is only improving in the Agricultural sector albeit very weak (Figure 8).  

Figure 8: Sectoral PSC Growth (%, year-on-year, sectoral shares in brackets)    
 

 
Source: Bank of Uganda 

 

2.2 Domestic economic activity 

The adverse global economic developments and higher domestic inflation have diminished the prospects 

for domestic economic growth. The optimism for economic recovery from the removal of the pandemic-

related restrictions in January 2022 has been dampened by the effects of the Russia-Ukraine conflict. 

Latest data on both hard and soft indicators show that the pace of economic recovery is weakening. The 

Composite Index of Economic Activity (CIEA) signalled a growth of 0.8 percent in the Quarter to April 

2022, a remarkable slowdown from the 2.4 percent growth observed in the three months to January 2022 

(Figure 9). Growth of economic activity is being dragged down by softening growth in the industry and 

services sectors.  The slowdown in the industry and services sectors is largely consistent with the declining 

  

  

 

 

 

 

  

  

  

 
 
 
  
 

 
  
  
 

  
 
  
 

  
 
  
 

 
  
  
 

 
 
  
 
 

 
 
 
  
 

 
  
  
 

  
 
  
 

  
 
  
 

 
  
  
 

 
 
  
 
 

 
 
 
  
 

 
  
  
 

  
 
  
 

  
 
  
 

 
  
  
 

 
 
  
 
 

 
 
 
  
 

 
  
  
 

  
 
  
 

  
 
  
 

 
  
  
 

 
 
  
 
 

 
 
 
  
 

 
  
  
 

  
 
  
 

  
 
  
 

 
  
  
 

 
 
  
 
 

 
 
 
  
 

 
  
  
 

  
 
  
 

  
 
  
 

 
  
  
 

 
 
  
 
 

                            
             

                                                   
                            

       

                                            

A general consensus is that in the long run, output is fixed and any changes in money supply only leads to increases in 
prices. But because prices and wages are sticky in the short run, changes in money supply affect investment and 
consumption of durable goods, which in turn affect aggregate demand and economic activity. Therefore, a comprehensive 
assessment of economic activity is important to judge both the stance and consequences of monetary policy. 
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private sector credit in these sectors, softening business sentiments and declining growth in the volume 

of imports due tightening business operating conditions.  

Producer Price Index grew by 16.1 percent in April, from about 13.8 percent observed in January 2022 

(Figure 9, right). This is an indication that the increase in the marginal costs of production that was 

slowing due to the then easing global supply constraints have reversed course and continue to escalate 

owing to the Russia-Ukraine conflict. In addition, indicators that measure the strength of private 

absorption such as Value Added Tax, consumer confidence index and imports growth are also softening. 

Support to economic growth was only rendered by government consumption and development spending 

and increases in the volumes of non-coffee exports. 

Figure 9: Growth in the CIEA (q/q, seasonally adjusted) and   Produce Price Index (y/y, right)  

        
Source: Bank of Uganda      Source: Uganda Bureau of Statistics 

 

Both the Stanbic Purchasers Mangers’ Index (PMI) and the Bank of Uganda’s Business Tendence Index 

(BTI) which are indicators of business confidence and business operating conditions were less optimistic 

in May 2022 indicating softening growth in economic activity for the second quarter of 2022 and this is 

consistent with the CIEA. The Business Tendency Index (BTI) stood at 55.8 points in May 2022, a 

second straight month of further drop in the index since March 2022 (Figure 10, Left Top). The PMI 

was also less upbeat in May 2022 at 51.5, as price pressures continue constrain demand (Figure 10, right). 

Businesses continue to have a negative view about the present business situation as the index with near 

term outlook was less favourable. Consumer sentiments about present and expected economic situation 

remains negative and were more pessimistic in May 2022 (Figure 10, Bottom).  Consumer sentiments 
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which were steadily improving after the full economy reopening started deteriorating in March 2022 

reflecting the war induced further surges in consumer prices. 

Figure 10: Indicators of Business Conditions, BTI and PMI, seasonally adjusted 

Source: BoU 
The Business Tendance Index is compiled bank of Uganda and is a sectoral weighted average of 

Agriculture (27.2%), Construction (6.4%), Manufacturing (17.4%), Other services (38.1%) and 

Wholesale & retail trade (10.9%). The Index is compiled from responses to questionnaires sent to 

about 300 private sector companies. 

 

 

 

Source: BoU 
The Consumer Confidence index is compiled Bank of Uganda and computed from responses of 500 

randomly selected simcard holders on the MTN and Airtel. The index is combination of respondents 

Sentiments about present and expected economic situations 

 

Source: S&P Global  
The Stanbic Bank Uganda PMI is compiled by S&P Global from responses to 

questionnaires sent to purchasing managers in a panel of around 400 private sector 

companies which are stratified by sector and workforce size, based on contribution 

to GDP and employment size. The PMI is a weighted average of the following five 

indices: New Orders (30%), Output (25%), Employment (20%), Suppliers’ Delivery 

Times (15%) and Stocks of Purchases (10%). For the PMI calculation the Suppliers’ 

Delivery Times Index is inverted so that it moves in a comparable direction to the  

other indices. 

  

The outlook to economic growth is less favourable than previously projected. Growth is now projected 

in the range of 4.5-5.0 percent in 2022, which is a 1 percentage point down grade from April 2022 

projection. Weaker external demand at the back of surging global commodity prices, and the resultant 

high domestic inflation will lead to tighter monetary conditions, thereby constraining aggregate demand 

domestically.  

The risks to the growth outlook are tilted to the downside, including weaker global growth, escalation of 

geopolitical conflicts, persistent global supply chain disruptions, tighter global financial conditions and 

the associated heightened global economic uncertainty, and higher inflation. These downside risks are 

dampening consumer and investor confidence, heightening exchange rate volatility, and prolonging weak 
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growth in private sector credit. Nonetheless, in the medium-term, the economy will grow at 6 - 7 percent 

supported by public and private investments in the oil sector. 

2.3 Fiscal operations 

2.3.1 Expenditure and revenue 

Revenue shortfalls continued to constrain fiscal operations in the ten months of FY 2021/22. Relative 

to the Uganda Revenue Authority (URA) targets, total revenue collections in this period amounted to 

Shs. 17,372.2 billion, Shs. 786.6 billion below target largely due to underperformance in most tax heads 

(Table 2). Net URA tax revenue amounted to Shs. 16,248.8 billion and Non-Tax Revenue (NTR) 

amounted to Shs. 1,123.3 billion, corresponding to shortfalls of Shs. 674.4 billion and Shs. 112.2 billion, 

respectively.  

 

Nonetheless, on an annual basis, net tax revenue grew by 9.6 percent in the ten months of FY2021/22 

compared to the 9.8 percent in the corresponding period of the FY2020/21 while NTR declined by 1.1 

percent in the same period compared to the increment of 143.1 percent registered in the previous year. 

 

Table 2: Revenue performance (billion shilling) 

  

Jul- 
Apr’20 

Jul- 
Apr’21 

Jul- 
Apr’22 

URA 
Target 

Jul-Apr’22 

Apr’22 
Variation 

from 
Target 

Annual 
change 

2020/21 - 
2019/20 

(%) 

Annual 
change 

2021/22 - 
2020/21 

(%) 

Total Net Tax & Non-Tax 
Revenue 

14,385.8 15,961.4 17,372.2 18,158.8 -786.6 11.0 8.8 

Net URA tax revenue (excl. 
Refunds) 

13,507.7 14,826.1 16,248.8 16,923.2 -674.4 9.8 9.6 

Gross Revenues 14,291.6 16,249.6 17,660.1 18,524.7 -864.6 13.7 8.7 
   Direct Domestic Taxes 4,750.7 5,076.7 5,425.8 5,661.5 -235.7 6.9 6.9 
   Indirect Domestic Taxes 3,370.4 3,692.2 4,033.3 4,788.9 -755.6 9.5 9.2 

o/w Mobile money transfers 66.8 97.6 103.7 104.5 -0.9 46.1 6.3 
o/w Levy on mobile money 87.3 113.1 134.5 97.7 36.8 29.6 18.9 
o/w Internet data - - 68.6 106.4 -37.8 - - 

   Taxes on international Trade 5,593.2 6,234.4 6,984.9 6,778.6 206.3 11.5 12.0 
   Stamp duty & Embossing Fees 79.2 111.1 92.8 60.2 32.6 40.2 -16.5 
   Non-Tax Revenue  467.1 1,135.3 1,123.3 1,235.6 -112.2 143.1 -1.1 
Tax refunds -285.8 -288.2 -287.9 -365.9 78.0 0.8 -0.1 

Source: Ministry of Finance Planning and Economic Development 

 

Fiscal policy is an important macroeconomic stabilization tool. In the short-term, counter-cyclical fiscal expansion 
can help support aggregate demand and economic activity, while fiscal contraction can help cool down an overheating 
economy. Therefore, coordination of fiscal and monetary policies plays a crucial role in the overall macroeconomic 
management and the attainment of sustainable economic growth.  
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Total government revenue, including grants amounted to Shs. 17,895.2 billion, falling short of the budget 

by Shs. 1,586.0 billion (Table 3). However, there was a 7.8 percent growth in total government revenue, 

including grants when compared to the previous year.  

 

Government expenditure amounted to Shs. 26,333.6 billion compared to the programmed expenditure 

of Shs. 28,403.7 billion. The underperformance in government expenditure was largely driven by 

underperformance of development expenditure by 28.7 percent during the period. On the other hand, 

recurrent expenditure and domestic arrears repayment overshot the budget by UGX 1,422.1billion and 

UGX 235 billion, respectively reflecting increasing expenditure pressures and deliberate government 

efforts to support economic recovery by cushioning government suppliers against the impact of the 

pandemic. The resultant fiscal deficit of Shs. 8,438.3 billion was below the projected deficit by Shs. 484.2 

billion and was largely funded from external sources.  

 
Table 3: Fiscal operations (billions shilling) 

       
Jul-Apr’21 

Prel. Jul-
Apr'22 

Approved Budget 
Jul-Apr’22 

Variation 
Annual 

change (%) 

Revenue & Grants 17,838.1 17,895.2 19,481.2 -1,586.0 0.3 
    Revenue 16,068.8 17,318.3 18,158.8 -840.4 7.8 
    Grants 1,769.3 576.9 1,322.4 -745.6 -67.4 
Expenditure & Lending 29,348.2 26,333.6 28,403.7 -2,070.2 -10.3 
    Current Expenditure 15,597.5 16,795.4 15,373.3 1,422.1 7.7 

o/w Interest payments 3,502.4 3,814.2 3,814.2 0.0 8.9 
Domestic 2,563.8 2,873.0 2,873.0 -0.0 12.1 
External 938.6 941.3 941.2 0.0 0.3 

    Development Expenditure 12,438.9 8,864.1 12,622.9 -3,758.8 -28.7 
    Net lending/repayments 639.6 112.7 81.1 31.6 -82.4 
    Domestic arrears repayment 672.1 561.3 326.4 235.0 -16.5 
Primary Deficit  -8,007.8 -4,624.1 -5,108.3 484.2 -42.3 
Deficit (excluding grants) -13,279.4 -9,015.2 -10,245.0 1,229.7 -32.1 
Deficit (including grants) -11,510.1 -8,438.3 -8,922.5 484.2 -26.7 
Financing (net) 11,510.1 8,438.3 8,922.5 -484.2 -26.7 
    External Financing (net) 3,429.7 3,543.2 5,211.6 -1,668.4 3.3 
    Domestic Financing (net) 6,631.7 2,296.3 3,710.9 -1,414.6 -65.4 
Errors & Omissions 1,448.7 2,598.8 -   

Source: Ministry of Finance Planning and Economic Development 

2.3.2 Public debt stock 

Provisional data show that total public debt stock (in nominal terms) at the end of April 2022 stood at 

Shs. 74,714.4 billion which is approximately 48.8 percent of GDP. The rate of debt accumulation slowed 

down to 6.4 percent, a remarkable decline from the 15.1 percent observed in the year to April 2021 and 

the accumulation continue to be largely driven by domestic debt (Table 4). External debt continued to 

maintain the dominant share at 60.7 percent of the total public debt. In dollar terms, the stock of public 

external debt as at the end of January 2022 stood at US$ 12,731.9 million, which was a 1.1 percent increase 
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from its June 2021 levels but still lower than the 11.0 percent increase recorded over the same period in 

2021. 

Table 4: Total public debt stock (Shs. billion) 
Public Debt Indicator 

Jun’20 Apr’21 Jun’21 Prov. Apr’22 
Change Jun'20 - 

Apr'21 (%) 
Change Jun'21 - 

Apr'22 (%) 
Total Gross Debt (Shs.Bn) 57,432.6 66,103.6 70,224.1 74,714.4 15.1 6.4 
   External (Shs. Bn) 39,184.5 41,728.4 44,772.9 45,351.9 6.5 1.3 
   Domestic (Cost, Shs. Bn) 18,248.1 24,375.2 25,451.1 29,362.5 33.6 15.4 
   External (US$, Mn)  10,504.8 11,662.0 12,588.3 12,731.9 11.0 1.1 
UShs./US$ end of period rate 3,730.1 3,578.1 3,556.7 3,562.1 -4.1 0.2 

Source: Bank of Uganda 

2.3.3 Fiscal Outlook 

Domestic revenue collections are projected to weaken in the near term given the weak near-term outlook 

to economic activity while Government expenditure is projected to increase as the financial year closes 

largely on account of non-wage recurrent expenditure pressures. Consequently, the borrowing 

requirement is projected to heighten in FY2021/22 and the risk of breaching the threshold of 50.0 

percent in nominal debt to GDP is high. 
 

2.4  Balance of payments and exchange rates 

2.4.1 Balance of payments 

Preliminary data indicates that the current account deficit widened by 8.6 percent in the twelve months 

to April 2022 to US$3,647.1, largely reflecting the bulge in the trade deficit and to some extent due to 

deterioration of both the primary income account and reduction of the surplus in the secondary income 

accounts. The services deficit, however moderated and rendered some support to the current account 

due to the rebound in tourism exports receipts and a decline in payments for other business services 

(Figure 11a, Left).  The widening of the trade deficit reflects the deteriorating Terms of Trade (TOT) 

that have worsened by 17.7 percent on average during the twelve months to April 2022 owing to the 

surge in prices of imports at pace that largely surpassed that of exports.  

The TOT embarked on a deterioration trend since March 2020 and the slope during the April 2021 and 

2022 has been particularly steeper (Figure 11a, right). Reflecting the war induced escalation in global 

commodity prices, the imports price index grew by 36.8 percent due to the combination of the surge of 

A persistently large current account (CA) deficit usually implies an external imbalance, which in a flexible exchange 
rate regime can be corrected by a large depreciation of the real exchange rate. Correction of persistent CA deficits, 
however, require structural changes in the economy to enhance domestic productivity.  



21 | P a g e  

 

oil and non-oil imports prices which respectively rose by 70.4 percent and 32.3 percent in the period. 

The value of goods imports contracted by 3.5 percent as the price effects were marginally dominated by 

the 12.1 percent and 31 percent respective contraction in the volume of oil and non-imports (Figure 

11b). The contraction in imports is a sign of slowing domestic demand. In addition, exports of goods 

contracted by 17.3 percent as the shrinkage in the volumes of total and coffee exports at 41.5 percent 

and 27.9 percent, respectively were too large to fully offset the respective 12.8 percent and 13.9 percent 

increase in their prices. 

The primary account deficit continued to widen reflecting increasing interest payments on external public 

debt while the reduction in the secondary income is on account of a reduction in aid inflows to the 

government, personal transfer receipts and transfers to NGOs. 

 Figure 11a: Current Account Balance(US$ Mns, 12months to April ) Monthly Terms of Trade Index 

Figure 11b: Volume and price changes for imports and exports (Percent, 12 Months to April ) 
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Figure 11c:  Financial Account of BOP (US$ Million, 12months to April) 

 

 

 

 

 

 

Source: Bank of Uganda 

 
The current account was sufficiently financed by majorly other investment inflows particularly loan 

disbursements to the government, including those from the IMF and Trade credits to the private sector. 

The other investment inflows amounted to US$2,554.6 million during the twelve months to April 2022 

which is 29.8 percent higher the other investment inflows during a similar period before and loan 

disbursements to government accounted for nearly ½ of these inflows. FDI inflows were also buoyant 

and rose by 52.8 percent in the period to US$1,362.8 million while portfolio capital registered a miniscule 

inflow of US$49 million due to net outflows amounting to US$39.2 registered in the six months to April 

2022. Consequently, total financial inflows grew by 37.8 percent to US$3,970.5 million culminating into 

an overall balance of payment surplus of US$876.1 million (Figure 11c). 

 

The estimated stock of reserves at the end of April 2022 was US$4,540.0 million, equivalent to 4.6 months 

of imports cover, up from a stock of US$ 3,567.6 million at the end of April 2021, equivalent to 3.9 

months of imports cover. Reserves were bolstered by the second loan disbursement under the IMF 

Extended Credit Facility, received in March 2022. 

 

The near-term outlook to Uganda’s external sector is uncertain due to the uncertainty over the resolution 

of the ongoing geo-political tensions in Europe. In addition, renewed lockdowns in China associated 

with COVID-19 resurgence, are once again disrupting trade flows and may lead to renewed shortages of 

manufacturing inputs and further hikes in commodity prices. The current account deficit is expected to 

deteriorate, driven by the surging oil prices and non-oil commodity prices, which is expected to result 
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into a wider trade deficit. The financial account surplus is expected to narrow, as the slowdown of global 

growth and heightened tightening of the global financial conditions may constrain capital inflows. 

 

In the medium term, the current account deficit is projected to widen, before progressively narrowing in 

FY2026/27 while the financial account surplus is projected to gradually narrow throughout the medium 

term, owing to decreased budget support loan inflows and portfolio investment inflows. On the upside, 

the current account will be supported by increased export revenues bolstered by intra-African free trade 

Area (AfCFTA), buoyant remittance inflows and steady tourism receipts while the financial surplus will 

be bolstered by strong FDI inflows associated with oil sector-related capital investment. 

2.4.2 Exchange rates 

The foreign exchange market came under pressure in the three months from March 2022 and the pressure 

intensified in May 2022. The volatility of the shilling-dollar exchange rate deepened on a depreciation 

path in May 2022 and was the highest in the EAC region (Figure 12). This was at the back of bearish 

sentiments occasioned by tightening of monetary policy by the Fed and other advanced economies’ 

central banks leading to offshore investors adjusting their portfolio holdings in Uganda. In addition, the 

deteriorating terms of trade that has caused the demand for dollars to increase amongst the energy 

companies and other importers has also added to the pressure. Consequently, the unit made a loss of 2.6 

percent month-on-month and 2.3 percent year-on-year to the US dollar in May 2022. To stem the 

volatility, Bank of Uganda intervened by selling US dollars and stayed reserve accumulation purchases.  

 

Figure 12: Coefficient of variation (volatility measure) for selected EAC currencies 

 
Source: Bank of Uganda 
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In the April 2022, the shilling remained strong in real effective terms, appreciating by 1.2 percent year-

on-year reflecting both declining foreign inflation relative to domestic inflation and continued 

strengthening of shilling against the US dollar (Figure 13). 

Figure 13: Real Effective Exchange rate Decomposition (y/y, percent logarithmic changes) 

 

Source: Bank of Uganda 

 

In the near-term, the shilling may continue to weaken as the US dollar strengthen globally. This view is 

underpinned by the Fed’s more hawkish monetary policy stance and the impact of the deteriorating terms 

of trade on the current account of the balance of payments. 

 

2.5 Domestic Inflation Developments and outlook 

2.5.1 Inflation 

The effects of the war induced spike in global commodities prices and the related sanctions on Russia, 

trade restrictions on some commodities by some countries, COVID-19 restrictions, and recent rapid 

weakening of the Uganda shilling have caused substantial rise in marginal costs of production and 

importing. These, combined with widespread dry weather conditions in the country, have accelerated the 

rapid rise in domestic inflation. Inflation is increasing rapidly and is broadening across the basket of 

consumer goods and services.  The annual headline and core inflation rose to 6.3 percent and 5.1 percent 

  

  

 

 

 

 
 
 
  
 

 
 
  
 
 

 
 
  
 
 

 
 
  
 
 

 
 
 
  
 

 
 
  
 
 

 
 
  
 
 

 
 
  
 
 

 
 
 
  
 

 
 
  
 
 

 
 
  
 
 

 
 
  
 
 

 
 
 
  
 

 
 
  
 
 

                                           

Domestic inflation is driven by both domestic and external factors. A careful assessment of the evolution and outlook of 
domestic is therefore critical for the design of appropriate monetary policy strategy, which in Uganda, is formulated to 
deliver a medium-term core inflation target of 5 percent and to ensure that national output is close to potential as possible. 
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in May 2022 from 2.7 percent and 2.3 percent in January 2022, respectively (Figure 14). The prices of 

essential commodities such as cooking oil and soap, food, fuel, and transportation, have risen sharply. 

For example, liquid Fuel prices have risen by 35 percent in May 2022, representing a pass through of 55 

percent from international crude oil price.  Cooking oil price rose by 43 percent in May 2022 representing 

a pass through of 76 percent from the global palm oil prices.  

Inflation in the other goods which comprise mostly tradable goods is the main driver of inflation 

contributing about 45 percent to the acceleration of inflation between January and May 2022. Inflation 

in this category rose to 7.8 percent in May 2022 from 4.3 percent in January 2022. The short and scattered 

rains have caused the food crops and related items inflation to rise at a faster pace and is contributing ¼ 

to the inflation acceleration. Food crops and related inflation rose to 13.6 percent in May 2022 from 3.7 

percent in January 2022. Services inflation is contributing about 21.5 percent to the rise in inflation after 

rising from zero percent in January to 2 percent in May 2022.  Electricity, fuels, and utilities inflation has 

also rose to 12 percent from 6.5 percent and contributed about 10 percent to the rise in inflation during 

the same period.  

Figure 14: evolution of domestic inflation and its decomposition 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
Source: Uganda Bureau of Statistics 

 

2.4.3 Inflation outlook 

The rapid weakening of the Uganda shilling against the US dollar coupled with rising food and energy 

prices have worsened the inflation outlook since the April 2022 forecast round. Higher business costs 



26 | P a g e  

 

are likely to spread into consumer prices, thereby pushing inflation higher in the coming months. 

Consequently, annual headline and core inflation are now forecast to average 7 percent and 6.1 percent, 

respectively, in 2022, which is higher than earlier projections. Inflation is projected to peak in the second 

quarter of 2023 before gradually declining to stabilise around the medium-term target of 5 percent by 

mid-2024 (Figure 15).  

This baseline forecast assumes the potential effects of the war on the economy emanating from a global 

growth projection down grade, heightening inflation globally, tighter global monetary conditions and 

higher commodity prices. The global economy which is still yet to recover from the Covid-19 pandemic 

has been set back further by the war in Ukraine, resulting in a downward revision of the growth forecasts. 

Furthermore, inflation in many countries has risen due to supply distortions and weather-related issues 

in South America. In as much as crude oil prices declined somewhat due to a lockdown in China and the 

weak global growth outlook, they are still expected to remain above US$100 per barrel until 2023Q1 due 

to the Organisation of the Petroleum Exporting Countries (OPEC+) unwillingness to increase 

production coupled with geopolitical tensions in Russia and Libya. As such, most economies have now 

adopted less accommodative monetary policy stances to rein in on inflation. 

Figure 15: Baseline inflation forecast 

 

Source: Bank of Uganda 

The inflation outlook is very uncertain and highly dependent on the evolution of the Russia-Ukraine war 

and possible measures to contain the conflict. However, the BOU assesses that the balance of risks to 

the inflation outlook is tilted to the upside. On the downside, more aggressive monetary policy tightening 

in advanced economies could intensify capital outflows from Uganda leading to a more rapid depreciation 

of the Uganda shilling. Furthermore, more stringent sanctions on Russia, trade restrictions by some 

countries and strict measures to contain new Covid-19 strains could worsen supply bottlenecks resulting 
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in a surge in commodity prices thereby worsening Uganda’s terms of trade. On the upside, growth could 

slow down further as inflation erodes the value of incomes and tighter financial conditions constrain 

investment and consumer demand. Furthermore, a bumper crop harvest could result in lower food crop 

prices.  

Considering the risks to the inflation outlook, two alternative scenarios were constructed. The first 

scenario considered the effect of higher commodity prices resulting from stricter sanctions on Russia and 

harsh measures to contain the spread of new Covid-19 strains, further affecting supply chains and 

resulting in higher international energy and non-energy prices. In this scenario, core inflation would be 

0.3 percentage points higher than the baseline in 2023 (Figure 16). 

Figure 16: Alternative scenario with higher commodity prices 

 

Source: Bank of Uganda  

The second alternative scenario considered the effect of a more depreciated exchange rate than assumed 

in the baseline occasioned by a more substantial tightening of monetary conditions in Advanced 

Economies and resultant portfolio outflows. In this scenario, core inflation is, on average, 0.6 percentage 

points, and 1.2 percentage points higher than the baseline in 2022 and 2023, respectively (Figure 17). 

Figure 17: Alternative scenario with a more depreciated exchange rate 

 

Source: Bank of Uganda 
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3 MONETARY POLICY DECISION 

Inflation is increasing rapidly and is spreading broadly across the basket of consumer goods and services.  

The annual headline and core inflation accelerated to 6.3 percent and 5.1 percent in May 2022 from 2.7 

percent and 2.3 percent in January 2022, respectively due to global supply-demand imbalances caused by 

the Covid-19 pandemic related supply chain disruptions which have been heightened by the Russia-

Ukraine conflict. The recent rapid weakening of the Uganda shilling against the US dollar coupled with 

rising domestic food prices due to the short and scattered rains have worsened the inflation outlook since 

the April 2022 forecast round. Higher business costs are likely to spread into consumer prices, thereby 

pushing inflation higher in the coming months. Consequently, annual headline and core inflation are now 

forecast to average 7 percent and 6.1 percent, respectively, in 2022, which is higher than earlier 

projections. Inflation is projected to peak in the second quarter of 2023 before gradually declining to 

converge at the medium-term target of 5 percent by mid-2024.  

The inflation outlook is significantly uncertain, with the balance of risks tilted to the upside. The main 

upside risks include heightening of the global inflationary pressures amidst persistently higher world food 

and energy prices if the Russian-Ukraine conflict become protracted and worsens, in addition to further 

tightening of supply chains due to restrictions related to new Covid-19 virus strains in Asia. A sharper 

tightening of monetary conditions by advanced economies targeted at controlling the escalating inflation 

could intensify portfolio outflows from frontier markets like Uganda, thereby further weakening the 

Uganda shilling. In addition, further deterioration of the terms of trade, could further increase the 

demand for foreign exchange required to purchase the same quantity of goods thereby exerting further 

pressure on the exchange rate. On the other hand, inflation might be lower than projected in the baseline 

if domestic demand gets much weaker as higher inflation squeezes consumers’ real incomes much faster 

and investments demand gets more constrained due to tighter financial conditions. 

The adverse global economic developments and higher inflation have diminished the prospects for 

domestic economic growth. The optimism for economic recovery from the removal of pandemic 

restrictions in January 2022 has been dampened by the effects of the Russia-Ukraine conflict. The 

Composite Index of Economic Activity (CIEA) is signalling a slowdown in the pace of economic 

recovery. The growth of the CIEA declined to 0.8 percent in the three months to April 2022 from 2.4 

percent in the three months to January 2022 and this well collaborated by declining optimism of investors, 

Monetary policy affects the real economy and prices with a considerable lag. A critical assessment of the future trajectory 
of economic activity and inflation relative to their potential levels and targets is thus crucial to determine an appropriate 
forward-looking monetary policy strategy. 
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increasing pessimism by consumers and declining imports growth. Consequently, economic growth is 

now projected in the range of 4.5 - 5.0 percent in 2022, which is lower than the previous 5.5 - 6.0 percent 

projection of April 2022. Weaker external demand coupled with surging commodity prices, and the 

resultant high domestic inflation will lead to tighter monetary conditions, thereby constraining aggregate 

demand.  

The risks to the growth outlook are tilted to the downside, including weaker global growth, escalation of 

geopolitical conflicts, persistent global supply chain disruptions, heightened global economic uncertainty, 

and higher inflation. These downside risks are dampening consumer confidence, heightening exchange 

rate volatility, and prolonged weaknesses in private sector credit growth. Nonetheless, in the medium-

term, the economy will grow at 6 - 7 percent supported by public and private investments in the oil 

sector.  

While the inflationary pressures supply in nature and are likely to be temporary depending on how fast 

the Ukraine conflict is resolved, the worsening outlook to inflation, increasing risks and uncertainties on 

the downside could cause inflation expectations to significantly drift upwards. To prevent this drifting of 

inflation expectations, the MPC decided to tighten monetary policy. Accordingly, the MPC raised the 

CBR by 1 percentage point to 7.5 percent and maintained the band on the CBR at +/- 2 percentage 

points. The margins on the CBR for the rediscount and bank rates were maintained at 3 percentage points 

and 4 percentage points, respectively. Subsequently, the rediscount and bank rates are now 10.5 percent 

and 11.5 percent, respectively.  

The BoU will continue to raise the CBR until inflation is firmly contained around the medium-term 

target. Also, the BoU will phase out the remaining targeted credit relief measures for the education and 

hospitality sectors on 30 September 2022. Similarly, the Covid-19 Liquidity Assistance Program (CLAP) 

for managing potential liquidity risks arising from the pandemic as well as the restriction on payment of 

dividends and other discretionary distributions of Supervised Financial Institutions expired on 31 May 

2022. 


