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EXECUTIVE SUMMARY 

1. This report presents economic developments for the quarter to August 2022, where data is available. 

The objective of the report is to assess Uganda’s recent macroeconomic developments and monetary 

policy decisions. The report is divided into two main parts. Part one presents the external environment 

and implications for Uganda and Part 2 presents the domestic economic developments that are relevant 

for monetary policy.  

 

2. Following a tentative recovery in 2021, the global economy is facing a progressively gloomier 

and more uncertain outlook with increasing odds of a global recession. The global economic 

outlook looks bleak. Persistent high inflation, aggressive monetary tightening, and 

uncertainties from both the war in Ukraine and the lingering pandemic has battered and 

bruised the global economy. In addition, rising commodity prices have eroded real incomes. 

Headwinds to global growth are expected to increase in coming quarters. Global leading 

indicators point to weakening momentum and global purchasing manager indices are sliding 

and nearing contractionary territory. 
 

3. Mild recessions could occur in the US and Europe later in 2022 and into early 2023. The US 

recession is likely to be induced by aggressive monetary policy tightening in response to 

elevated inflation and the recession in Europe likely will reflect surging energy prices and 

rationing. China may escape recession but will experience weak growth in 2022 due to repeated 

lockdowns, a housing correction and weakening external growth, and only a modest recovery 

in 2023.  

 

4. According to the IMF, global growth is expected to slow down from the 6.1 percent outturn in 2021 

to 3.2 percent in 2022 and decline further to 2.9 percent in 2023, a downgrade of 0.4 and 0.7 percentage 

points, respectively, from the April 2022 projection. However, Sub-Saharan Africa’s growth outlook 

has remained unchanged for most with growth expected for countries that export fossil fuels and metals 

due to the high commodity prices. 

 

5. The quickly rising consumer prices have seen global inflationary pressures remain persistently high and 

widely spread above expectations, prompting monetary policy tightening from several central banks 

whose economies are above potential output levels. Due to rising food and energy prices as well as 

lingering supply-demand imbalances, global inflation has been revised upwards by 0.9 percentage point 

and 0.7 percentage point respectively to 8.2 percent and 5.2 percent for 2022 and 2023. Not only is 

inflation projected to remain elevated longer but also broadened in many economies, reflecting the 

impact of cost pressures from disrupted supply chains and historically tight labour markets. 
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6. Commodity prices remained elevated in August 2022 compared to the level in same period last year. 

However, non-energy prices including food, agricultural and metal prices have eased in the quarter to 

August 2022 a good sign that imported inflation could also commence on a downward trajectory. 

 

7. Global financial conditions have tightened sharply following aggressive central bank monetary policy 

tightening and expectations for a further tightening in the coming months to tame the persistent 

inflation pressures. In addition, the heightened uncertainty about the global economic outlook has also 

generated high market volatility and tightening liquidity in both fixed-income and equity markets. Due 

to the tightened financial conditions, most EMDEs are having to struggle with weaker currencies and 

wider dollar funding spreads which has increased the cost of external borrowing. 

 

8. On the domestic scene, BOU increased the CBR by 50 basis points to 9 percent due to the unfavourable 

inflation outlook and the need to prevent inflation expectations from drifting upwards. Based on the 

current economic conditions, outlook, and balance of risks, this stance was judged to be consistent 

with achieving the inflation target of 5 percent in the medium term. Interbank money market rates 

continued to track the Central Bank Rate (CBR) in the quarter ended August 2022. 

 

9. Reflecting the tightening monetary conditions since June 2022, yields on the treasury bills and bonds 

increased in August 2022. Due to the tightening monetary conditions, some commercial banks have 

adjusted upwards their prime lending rates. However, the weighted average lending rates decreased in 

the quarter to July 2022 reflecting historical loan contracts by big corporates and moreover on generous 

terms and lower lending rates. Credit growth in most of the major sectors remained constrained relative 

to historical trends, slowing down in the personal and household sector. 

 

10. The Government is committed to a revenue-driven fiscal consolidation programme. Execution of the 

budget in the first month of the FY 2022/23 was constrained by lower than anticipated resource 

envelop as grants were far below expectations. Total revenue (including grants) amounted to Shs1,797.2 

billion, Shs.87.1 billion below the programme. Domestic revenue, nonetheless, exceed the target and 

were 25.2 percent higher relative to the previous year. Grants were Shs.181.1 billion below the target 

and declined by 74.2 percent from the July 2021 level. With total expenditure and net lending falling 

short of the budget by 38.4 percent with development spending most hit, the overall deficit, including 

grants 86.1 percent below programmed. The budget execution was further complicated by 

unforthcoming domestic and external (deficit) financing, which on a net basis turned out negative. With 

the national budget stretched by two years of the pandemic, coupled with rising borrowing costs, the 

government could struggle to execute projects that would have had multiplier effect on growth. 

 

11. Provisional data show that total public debt stock (domestic debt at nominal value) at the end of July 

2022 stood at Shs. 80,044.3 billion which is approximately 49 percent of GDP.  Debt owed to 

multilateral creditors formed the bulk of the country’s total external debt stock, accounting for 68.7 
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percent, while the share of debt stock owed to commercial lenders remained stable at 3.5 percent. Most 

of the debt risk indicators were within the set thresholds. However, debt servicing as a percentage of 

revenue is estimated at 33 percent in FY2022/23 and projected to average 3.5 percent in FYs 2022/23-

2024/25 suggests constrained fiscal space.  

 

12. The current account deficit deteriorated, in parallel with a wider trade deficit, largely due to elevated 

global commodity prices, particularly oil prices- which propelled the import bill to expand faster than 

export revenue. Furthermore, the aggressive monetary policy tightening in advanced economies 

impeded external financial inflows, reflected through a significant contraction in the financial account 

surplus. Sharp capital reversals were registered through both portfolio and other investment flows, as 

offshore investors shifted towards attractive yield markets while domestic banks increased their 

placements abroad in view of favorable deposit rates, in advanced economies, respectively. In addition, 

the government’s net debtor position contracted, on account of decreased loan inflows amid higher 

debt service payments. Overall, Uganda’s external sector position weakened in the months leading up 

to July 2022, evidenced by the deterioration in both the current and financial account balances, which 

exacerbated exchange rate depreciation pressures. 

 

13. At the end of July 2022, the stock of gross reserves was US$3,883.7 million (3.8 months of imports), 

down from a stock of US$4,117.2 million (4.0 months of imports, in line with the IMF-ECF target) at 

end June 2022. This drawdown largely reflects higher than projected government expenditure on 

external debt service and imports in the months post-February 2022. In addition, some of the key 

budget support inflows expected over the same period (e.g., the 2nd tranche of the IMF-ECF loan 

originally expected in June 2022) were not disbursed. Reserves were further suppressed as BOU 

intervened in the market on the sale side to stem exchange rate volatility during the months of May 

and June 2022, thus reversing the reserve build-up accumulated in the prior months. Relatedly, BOU 

was unable to purchase the planned forex for reserve build-up from the market over the same period, 

constrained by the heightened depreciation pressures amid portfolio outflows and subdued forex 

inflows in the months to July 2022.  

 

14. The overall balance of payments was in a deficit of US$ 167.1 million in the year to July 2022 leading 

to a drawdown of the international reserves stock. The stock of reserves stood at US$3,883.7 equivalent 

to 3.8 months cover of imports of goods and services as at end-July 2022. The overall deficit was even 

more pronounced in the quarter to July at US$650.8 million owing to widening deficits on the trade, 

services and primary income accounts, the massive reversal of short-term capital and reduced loan 

inflows to the government in the midst of increasing debt service. 

 

 

15. In the near term, the external sector outlook is subject to various downside risks, associated with 

heightened geopolitical tensions, high imported inflationary pressures, tighter global financial 
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conditions, high borrowing costs, weaker external demand, and supply-chain disruptions amid China’s 

Zero tolerance to COVID-19 policy. Adverse spillovers associated with the markedly challenging 

external environment are expected to heighten foreign investor risk aversion, constrain export 

performance amid weakening global growth momentum, elevate capital outflows, increase exchange 

rate pressures, and contract foreign reserves. Overall, both the current and financial account balances 

will likely deteriorate, further weakening Uganda’s balance of payments position. 

 

16. In the quarter to August 2022, the shilling depreciated by 5.6 percent quarter-on-quarter and by 7 

percent year-on-year, driven by tightening global financial conditions which triggered portfolio 

investors’ exits from the domestic debt market, increased dollar demand by especially the oil and 

manufacturing firms as global commodity prices rose quickly. However, the pace of the depreciation 

was gradually checked by the BoU’s monetary policy actions as it tightened the liquidity conditions in 

the money markets by raising the cash reserve requirement and the CBR. The depreciation trend, 

however, remains persisted amidst the global strengthening of the US Dollar at the back of the hawkish 

monetary policy stance by the US Fed, increasing foreign exchange needs for external debt service and 

uptick government imports.  

 

17. Latest Quarterly GDP estimates by UBOS indicated that the economy contracted by 1.6 percent in the 

quarter to March 2022. All sectors of the economy contracted with services sector taking the biggest 

hit. The Composite Index of Economic activity (CIEA) also points to a slowdown in economic activity 

during the second quarter of 2022.  

 

18. Inflationary pressures remained strong in August 2022 owing to the acceleration of the prices of 

services, energy and utilities, and food. Headline inflation rose to 9.0 percent in August 2022 from 7.9 

percent in July 2022, while core inflation rose to 7.2 percent from 6.3 percent that was registered in 

July 2022. Non-core inflation rose to 19.1 percent in August 2022 from 17.2 percent in July 2022, due 

to increases of both food crops inflation and EFU inflation which rose to 18.8 percent and 19.6 percent 

from 16.4 percent and 17.2 percent in the respective months. Annual headline and core inflation is now 

forecast to average 7.0 percent and 6.0 percent, respectively in 2022 which is lower than the 7.4 percent 

and 6.3 percent that was projected in the July 2022 forecast round. However, significant upside risks 

remain. A gradual reduction of supply chain and commodity price pressures and the impact of 

rising interest rates should begin to be felt through 2023, and therefore inflation is expected to 

peak in the first quarter of 2023 before gradually declining to the medium-term target of 5 percent by 

mid-2024.  

 

19. BoU will continue to assess evolving conditions and their implications on the overall outlook to 

domestic inflation and growth. However, with risks to the inflation outlook tilted to the upside, BoU 

must continue to tighten monetary policy to prevent inflationary pressures from becoming entrenched. 
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The BoU will act resolutely to bring inflation back to target, avoiding a de-anchoring of inflation 

expectations that would damage credibility built over the past decades. 
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1. EXTERNAL ECONOMIC ENVIRONMENT  

1.1 Global economic activity and outlook 

Following a tentative recovery in 2021, the global economy is facing a progressively gloomier and more 

uncertain outlook with increasing odds of a global recession. According to the IMF, global growth is 

expected to slow down from the 6.1 percent outturn in 2021 to 3.2 percent in 2022 and decline further to 

2.9 percent in 2023, a downgrade of 0.4 and 0.7 percentage points, respectively, from the April 2022 

projection (Table 1). The downward revision of the projections largely reflects several shocks that have hit 

an already vulnerable world economy in the aftermath of the pandemic including higher-than-expected 

inflation worldwide, especially in the United States and major European economies which triggered tighter 

financial conditions; a worse-than-anticipated slowdown in China, reflecting COVID19 outbreaks and 

lockdowns; and further negative spill overs from the war in Ukraine. Major revisions were made for the 

U.S, China, and India whose growth outlook was lowered by 1.4 percentage points, 1.1 percentage points, 

and 0.8 percentage points to respective growth rates of 2.3 percent, 3.3 percent, and 7.4 percent in 2022. 

In the US, the GDP growth outlook was driven by be weaker-than-expected growth in the first half of 

2022, reduced household purchasing power and tightening monetary policy while China’s economic 

outlook was driven by extended Covid lockdowns, and a deepening real estate crisis.  India’s growth outlook 

was largely due to less favourable external conditions and more rapid policy tightening. In Europe, 

significant downgrades for economies reflect the tightening of monetary policies, negative spill overs from 

the Russian-Ukraine conflict, and the humanitarian costs as displaced Ukrainians seek refuge in 

neighbouring countries while Sub-Saharan Africa’s growth outlook has remained unchanged for most 

economies with growth expected for countries that export fossil fuels and metals due to the high 

commodity prices. Table 1 shows the revisions to growth between April and July 2022.  

 

    Table 1: Global economic growth projections 

 Actual Projection Deviation from April 2022 
projection 

 2020 2021 2022 2023 2022 2023 

World Output -3.1 6.1 3.2 2.9 -0.4 -0.7 

Advanced Economies -4.5 5.2 2.5 1.4 -0.8 -1.0 

United States -3.4 5.7 2.3 1.0 -1.4 -1.3 

Euro Area -6.3 5.4 2.6 1.2 -0.2 -1.1 

United Kingdom -9.3 7.4 3.2 0.5 -0.5 -0.7 

EMDEs -2.0 6.8 3.6 3.9 -0.2 -0.5 

China 2.2 8.1 3.3 4.6 -1.1 -0.5 

India -6.6 8.7 7.4 6.1 -0.8 -0.8 

Russia -2.7 4.7 -6.0 -3.5 2.5 -1.2 

Sub-Saharan Africa -1.6 4.6 3.8 4.0 0.0 0.0 

South Africa -6.3 4.9 2.3 1.4 0.4 0.0 

     Source: IMF, July 2022 WEO 
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The risks to the global growth outlook have increased and overwhelmingly tilted to the downside, top of 

which is the Russia-Ukraine conflict that could lead to a sudden stop of European gas supply from Russia, 

inflation which could remain persistently higher if inflation expectations de-anchor or labour market 

tightness become more protracted, escalation in the tightening of global financial conditions may induce 

debts distress in emerging market and developing economies, and in China, further escalation of the 

property sector crisis and renewed Covid-19 outbreaks and lockdowns could hamper the country’s growth 

while intensification of geopolitical fragmentation could hamper trade and cooperation.   

 

The global slowdown portends a contraction in demand for Uganda’s exports while the slowdown in China 

and tightening global financial conditions means reduced financial support and debt distress to EMDEs 

and developing economies, and depreciation pressures on currencies of these economies. These would 

complicate both fiscal and monetary policies in these economies including Uganda. 

 

1.2 Global inflation and outlook 

Globally, quickly rising consumer prices have seen inflationary pressures remain persistently high and widely 

spread above expectations, prompting monetary policy tightening from several central banks. Due to rising 

food and energy prices as well as lingering supply-demand imbalances, global inflation has been revised 

upwards by 0.9 percentage point and 0.7 percentage point respectively to 8.2 percent and 5.2 percent for 

2022 and 2023 (Figure 1). In advanced economies, inflation is expected to reach 6.6 percent and 9.5 percent 

in emerging market and developing economies this year, reflecting upward revisions of 0.9 and 0.8 

percentage point, respectively. Although higher food and energy prices, supply constraints in many sectors, 

and a rebalancing of demand back toward services have in most economies driven up headline inflation, 

underlying inflation has also increased, as reflected in different gauges of core inflation, reflecting the pass-

through of cost pressures by way of supply chains and tight labour markets, especially in advanced 

economies. 

In July 2022, US inflation remains elevated despite a decline to 8.5 percent from an over 40-year high of 

9.1 percent in June 2022 due to higher than anticipated energy cost cuts while Euro Area and the UK, 

inflation accelerated to 8.9 percent and 10.1 percent, respectively in July 2022. Not only is inflation projected 

to remain elevated longer but also broadened in many economies, reflecting the impact of cost pressures 

from disrupted supply chains and historically tight labour markets. 

The risks to the inflation outlook arise from; the possibility of tighter labour markets causing workers to 

increasingly demand compensation for past increases in the cost of living, which could lead to wage-

inflation spiral, further shocks to food and energy prices and pass-through to core prices resulting from 

escalation of Russia-Ukraine conflict, and failure to anchor inflation expectations. If upside risks 

materialized, more central banks could opt to rapidly tighten monetary policies to curb the inflationary 

pressures which will trigger a global stagflation. The high global inflation will mean high imported inflation 
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as well as higher costs of production to many economies including Uganda further complicating the 

conduct of monetary and fiscal policies. 

 

Figure 1: Global Headline inflation projections 

 
 
    Source: IMF 
 
 
 

1.3 International commodity prices 

Commodity prices remained elevated in August 2022 with energy, non-energy, and food prices at 77.5 

percent, 3.2 percent, and 11.0 percent higher, respectively compared to the levels in the same period in 

2021(Figure 2). Quarter-on-Quarter, energy prices increased by 7 percent while non-energy, food and 

agricultural prices continued to decline in the Quarter to August 2022. Non-energy prices declined by 12.4 

percent while food prices reduced by 10.3 percent in the three months to August marking the second 

consecutive quarter of price decline for the duo. The fall in food prices was mainly driven by a 10.4 percent 

fall in grain prices reflecting improved production prospects in North America and the Russian Federation 

as well as the resumption of exports from the Black Sea ports in Ukraine. In addition, commodity prices 

pressures eased for several commodities including, fertilizers, coconut oil, palm oil, sunflower oil, maize, 

and metals reflecting in varying degrees the effects of lingering subdued global import demand that 

coincided with the gradual resumption of shipments from Ukraine’s seaports and an easing of oil export 

restrictions in Indonesia. 
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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 with 

a possibility of a complete cessation of Russia gas exports to European economies. Other factors in favour 

of higher commodity prices include limited substitutability of commodities and rising inflation which 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. However, on 

the downside, the easing global supply chain pressures on all fronts - from shorter delivery times, less 

congested ports and decelerating flight charges and the recent decline of non-energy prices if continued 

could bring down the commodity prices. 

1.4 Global financial markets 

Global financial conditions have tightened sharply following aggressive central bank actions and 

communications to tame persistent inflationary pressures. In addition, the heightened uncertainty about the 

global economic outlook has also generated high market volatility and tightening of liquidity in both fixed-

income and equity markets. Due to the tightened financial conditions, most EMDEs are having to struggle 

with weaker currencies and wider dollar funding spreads which has increased the cost of external borrowing. 

Further, the rapid rise in central bank policy rates has been a key driver of higher sovereign bond yields 

across maturities. However, bond yields in advanced economies that had sharply risen on account of the 

tighter central bank monetary policy stances declined in July 2022, reflecting intensifying risks of a global 

recession (Figure 3). Signs of inversion of the yield curve are already visible for the United States and the 

UK, and this has historically predicted recessions with high probability. 
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Figure 3:  Government bond yields in Advanced Economies   

Source: Thomson Refinitiv 

The risks arising from the current global financial conditions include rising credit default swaps, constraints 

to markets in EMDEs, portfolio outflows from EMDEs contributing to depreciation pressures. In the face 

of worsening global financial conditions, Uganda’s economy will likely suffer from capital flow reversals, 

financial market instability as well as increased depreciation pressures and more stringent borrowing costs.  
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2 DOMESTIC DEVELOPMENTS 
 

2.1 Domestic financial markets 

2.1.1 Monetary policy and the interbank money market 

At its August 2022 meeting, BOU’s Monetary Policy Committee (MPC) increased the CBR by 50 basis 

points to 9 percent. The band on the CBR was maintained at +/-2 percentage points on the CBR, and the 

margins for the rediscount rate and bank rate were kept unchanged at 3 and 4 percentage points on the 

CBR, respectively. Consequently, the rediscount and bank rates increased to 12 percent and 13 percent, 

respectively. Based on the current economic conditions, outlook, and balance of risks, this stance was 

judged to be consistent with achieving the inflation target of 5 percent in the medium term. Specifically, 

BoU forecasts that, inflationary pressures remain in the near term and the upside risks to outlook impelled 

the MPC to tighten monetary policy to prevent a significant upward drift inflation expectation.  

Consistent with the monetary policy stance, interbank money market rates shot up in the quarter to August 

2022 towards the upper bound of the Central Bank Rate (CBR) (Figure 4) as liquidity conditions remained 

tight with many commercial banks accessing the standing lending facility to smooth their liquidity needs. 

Whereas the CBR has been hiked by 2.5 percentage points between May and August 2022, the overnight 

and 7-day interbank weighted average rates have rose by 3.4 and 3.8 percentage points to averages of 9.9 

and 10.4 percent in August 2022, respectively.  This represents a more than perfect pass through of the 

CBR to the money market rates during this period and reflects in part the increment of the cash reserve 

requirement. 

Figure 4: Central Bank Rate and interbank interest rates 

 
Source: Bank of Uganda  
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2.1.2 Primary market for treasury securities 

Yields on the treasury securities increased significantly especially at the short end of the yield curve reflecting 

government preference of borrowing at the short end during the period. Yields for the 91-day, 182-day, 

364-day T-bill rates rose by 2.5, 3 and 4.7 percentage points between May and August 2022 to average 9.2, 

11.1 and 13.7 percent, respectively in August 2022. Conversely, due to government cut-off of bids that 

quoted very high yields, bond yield only changes in magnitudes of changes in the CBR between May and 

August but in most cases no auction was done during the period for some tenors. 

2.1.3 Secondary market for treasury securities 

Secondary market yields rose across the continuum in the quarter to August 2022 with bigger rises 

noticeable for the one-year Bill and 2-year Bonds. Yields on these tenors rose by close to 500 and 400 basis 

points respectively o average 14.8 and 13.9 percent in August 2022, respectively.  Increases in yields for the 

rest of the tenors were with the rage of 2.5 percentage points as the change in the CBR with 20-year bond 

yield reaching 17.2 percent in August 2022. The rise in the yields reflects the tight financial conditions in 

the domestic and global financial markets in the face of high actual and expected inflation amidst the large 

net domestic financing requirement of over 5 trillion for FY2022/23.  The elevated yields are already 

complicating the execution of the budget and will adversely impact on debt service. 

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

 

Source: Bank of Uganda 
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2.1.4 Lending interest rates 

Some commercial banks have adjusted upwards their prime lending rates in tandem with the tightening 

monetary conditions. However, the weighted average lending rate in July 2022 held at 15.3 percent, a 

continued decline from the 16.3 percent observed in June 2022.  The paradoxical decline in lending rates is 

explained by the Shs. 299 billion that was extended to prime multinational companies at rates below 9.5% 

which terms were agreed before the current tight financial conditions. Excluding these prime loans, the 

weighted average lending rate increased to 18.1 percent. The corporates which borrowed at low rates are in 

sectors which registered sharp declines in lending rates including Manufacturing, Telecommunication and 

Trade as depicted in Figure 6.  

Figure 6: Weighted average lending rates for selected Sectors 

Source: Bank of Uganda 

 

2.1.5 Private sector credit 

Private Sector Credit (PSC) growth remains weak and below historical trends. As shown in Figure 

7, total PSC growth increased to 10.8 percent year-on-year in July 2022, up from 9.2 percent in 

April 2022 mainly driven by the recent depreciation of the shilling against the dollar. However, 

excluding the exchange rate depreciation, PSC fell to 7.5 percent in July 2022 from 9.5 percent in 

April 2022. Excluding capitalized interests and exchange rate depreciation combined, PSC growth 

fell to 7.6 percent from 9.5 percent over the same period. Over the same period, year-on-year 

growth in foreign currency-denominated loans rose to 11.6 percent from 5.7 percent owing to the 

depreciation of the shilling, while the shilling denominated loan growth fell to 9.7 percent in July 

2022 from 10.9% in April 2022. 

Lenders continue to exhibit risk aversion evidenced by the declining loan approval rate (Figure 7, 

right) despite the increasing loan demand as proxied by the value of loan applications. Loan 
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approval rate fell to about 50 percent in July 2022 from about 55 percent observed since October 

2021. 

Figure 7: Decomposition of private sector credit Growth (Left) and Loans applications (UGX -

bn) 

Source: Bank of Uganda 

 
  

Credit growth remains constrained in most sectors such as agriculture, trade, Building, mortgage, and 

construction, and slowing down in the personal and household loan sector. Credit growth is however 

picking up in the sectors which have benefited from the prime loans such as manufacturing, business 

services and transport and communication during the Quarter to July 2022. (Figure 8).  

Figure 8: Three Months moving average Sectoral PSC Growth (y/y, sectoral shares in brackets)    
 

 
Source: Bank of Uganda 
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2.2 Fiscal policy 

  

2.2.1 Government expenditure and revenue 

The Government’s revenue-driven fiscal consolidation programme is track. However, fiscal operations 

were contractionary in July 2022 as the resource’s envelope was smaller than anticipated which constrained 

the execution of the budget.  Total government expenditure which amounted to Shs. 1,982.5 billion fell 

short of the programmed expenditure by Shs. 1,236.8 billion and contracting by 45.6 percent compared to 

total spending in the same period of the previous year. Development spending was the most hit falling 

short of the budget by 83 percent and contracting by 82 percent relative to the same month the previous 

year. Recurrent spending at Shs. 1,670.50 billion also undershot the budget by 12.7 percent and was 30 

percent lower than the recurrent spending registered in July of 2021.  The contraction in the fiscal 

operations was at the backdrop of poor performance of grants revenues and deficit financing from both 

domestic and external sources. Grants to government underperformed the budget by 74.9 percent while 

financing from both domestic and external sources was on a net basis in negative, implying that the 

resources borrowed were far less than the scheduled principal repayments. Nonetheless, domestic revenue 

performance was on course just exceeding the programmed amount by 5.7 percent and growing by 10.8 

percent relative to the same period of the previous fiscal year. However, there was a 25.2 percent growth 

in domestic revenue collections when compared to the previous year while Grants amounted to Shs.60.8 

billion, registering a shortfall of Shs.181.1 billion 

The resultant fiscal deficit amounted to Shs.185.30 billion much lower than the programmed deficit of Shs. 

1,335.00.  (Table 2).  

Table 2: Fiscal operations (billions shilling) [missing so far 

       Jul’21 Prel. Jul'22 
Approved 

Budget Jul’22 
Variation 

Annual 
change (%) 

Revenue & Grants 1,622.00 1,797.20 1,884.30 -87.10 10.8 
    Revenue 1,386.60 1,736.40 1,642.40 94 25.2 
    Grants 235.40 60.8 241.90 -181.1 -74.2 
Expenditure & Lending 3,645.00 1,982.50 3,219.30 -1,236.80 -45.6 
    Current Expenditure 2,397.20 1,670.50 1,913.00 -242.50 -30.3 

o/w Interest payments 561.80 618.40 495.10 123.2 10.1 
Domestic 415.50 426.10 302.90 123.2 2.5 
External 146.2 192.30 192.30 0 31.5 

    Development Expenditure 1,144.40 201.30 1,190.90 -989.60 -82.4 
    Net lending/repayments 7.2 - - - -100 
    Domestic arrears repayment 96.3 110.7 115.4 -4.8 15 
Primary Deficit  -1,461.20 433.00 -839.80 1,272.9 -129.6 
Deficit (excluding grants) -2,258.40 -246.10 -1,576.90 1,330.8 -89.1 
Deficit (including grants) -2,023.00 -185.30 -1,335.00 1,149.6 -90.8 
Financing (net) 2,023.00 185.30 1,335.00 -1,149.6 -90.8 
    External Financing (net) 172.10 -323.50 155.20 -478.70 -288 
    Domestic Financing (net) 414.80 -157.60 1,179.80 -1337.3 -138 
Errors & Omissions 1,436.10 666.40 -     

Source: Ministry of Finance Planning and Economic Development 
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Relative to the Uganda Revenue Authority (URA) targets, total revenue collections in July 2022 amounted 

to Shs. 1,738.9 billion, Shs. 91.3 billion above their target largely due to higher collections in taxes on 

international trade (Table 3). Net URA tax revenue amounted to Shs. 1,625.4 billion and Non-Tax (NTR) 

revenue amounted to Shs. 110.6 billion, corresponding to surpluses of Shs. 58.3 billion and Shs. 35.2 billion, 

respectively. The cumulative outturns for net tax and Non-Tax (NTR) collections in July 2022 amounted 

to Shs.1,736.4 billion.  

International trade taxes were above target by Shs.126.8 billion largely because of the overperformance of 

petroleum duty and import duty. The overperformance of international trade taxes partly reflects importers 

bringing forward their orders for fear of the then anticipated election violence in Kenya. Excise duty 

marginally overperformed largely due to the higher than target collections on beer, internet data and mobile 

money withdrawals. In contrast, indirect taxes underperformed by Shs.18.7 billion largely due to a shortfall 

of Shs.19.8 billion in VAT and Direct taxes underperformed by Shs.54.2 billion mainly due to lower than 

target collections in withholding tax.  

On an annual basis, net tax revenue registered growth of 20.9 percent in July 2022 compared to 16.5 percent 

in July 2021 while NTR grew by 161.9 percent in the period compared to the 11.9 percent decline registered 

in the previous year.  

Table 3: Revenue performance (billion shilling) 

  Jul’20 Jul’21 Jul’22 

URA 
Target 

Jul-
Jun’23 

Jul’22 
Variation 

from 
Target 

Annual 
change 
2020/21 

- 
2019/20 

(%) 

Annual 
change 
2021/22 

- 
2020/21 

(%)  
Total Net Tax & Non-Tax 
Revenue 

1,201.50 1,386.60 1,736.40 1,642.40 94 15.4 25.2  

Net URA tax revenue (excl. 
Refunds) 

1,153.60 1,344.40 1,625.40 1,567.00 58.3 16.5 20.9  

Gross Revenues 1,232.50 1,407.30 1,738.90 1,647.60 91.3 14.2 23.6  

   Direct Domestic Taxes 352.40 449.50 472.90 527.20 -54.2 27.6 5.2  

o/w PAYE 177.20 224.20 231.70 238.50 -6.8 26.5 3.4  

o/w Corporate Tax 29.80 36.70 47.70 46.70 1.0 23.1 30.1  

o/w Withholding Tax 74.40 104.20 98.70 140.20 -41.6 40.1 -5.3  

   Indirect Domestic Taxes 324.80 349.30 390.70 409.40 -18.7 7.5 11.9  

o/w Excise Duty 102.3 111.9 142.1 141.1 1.0 9.4 27  

o/w VAT 222.50 237.40 248.60 268.30 -19.8 6.7 4.7  

   Taxes on international Trade 499.80 560.60 756.00 629.20 126.8 12.2 34.9  

   Stamp duty & Embossing Fees 7.6 5.6 8.7 6.4 2.3 -25.5 53.6  

   Non-Tax Revenue  47.9 42.20 110.60 75.30 35.2 -11.9 161.9  

Tax refunds -30.9 -20.7 -3 - -3.0 -33.1 -85.7  

Source: Ministry of Finance Planning and Economic Development 

2.2.2 Public debt stock 

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

80,044.3 billion which is approximately 49 percent of GDP. This was an increase of about 14 percent when 
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compared to the stock of debt as of July 2021. The domestic debt grew by 16.5 percent while external debt, 

which maintained the dominant share at 61.5 percent of the total public debt, increased by 12.6 percent 

largely due to the exchange rate depreciation. In dollar terms, the stock of public external debt as at the end 

of July 2022 stood at US$ 12,625.9 million, compared to US$12,195.7 million in July 2021.  

2.2.3 Public external debt stock by creditor 

Debt owed to multilateral creditors formed the bulk of the country’s total external debt stock, accounting 

for 68.7 percent mainly on account of the World Bank’s International Development Association (IDA), 

which accounted for 34.6 percent of the total external debt stock (Table 4). The share of debt stock owed 

to commercial lenders remained stable at 3.5 percent from the previous month but y-o-y, it increased from 

2.7 percent largely on account of the increase in stock of debt owed to Stanbic bank.  

 

Table 4: Public External Debt by Creditor Category (US$ Million, end period) 

 

Source: Bank of Uganda & Ministry of Finance, Planning and Economic Development 

 

Almost all debt risk indicators were within the 2018 PDMF thresholds (Table 5).  The Average time to 

Maturity (ATM) for domestic debt was above target at 6.7 years in July 2022, up from 5.6 in July 2021 and 

4.4 in July 2020. The increase in ATM was mainly due to the significant amounts offered of maturities 

above 10 years to finance the supplementary financing need during the period. The share of debt maturing 

in one year registered an improvement from 30.7 percent in July 2021 (in breach of the target of <30%) to 

22.0 percent in July 2022.   

 

Creditor Type

Jun’21 Jul’21 Jun’22 Jul’22 Change  

Jun'21 - 

Jul'21  (%)

Change  

Jun'22 - 

Jul'22  (%)

Bilateral 3,626.4       3,554.5      3,601.4       3,513.8       2.0-             2.4-             

Non-Paris Club 2,750.3       2,676.5      2,768.9       2,700.5       2.7-             2.5-             

o/w China 2,589.6       2,538.3      2,611.1       2,542.7       2.0-             2.6-             

Paris Club 876.2          878.0         832.5          813.3          0.2             2.3-             

o/w Japan 294.9          298.9         239.1          241.1          1.4             0.8             

o/w UK 317.3          332.2         307.0          295.5          4.7             3.8-             

Multilateral 8,433.4       8,315.5      8,781.5       8,673.3       1.4-             1.2-             

ADB/F 1,658.6       1,696.3      1,705.8       1,701.9       2.3             0.2-             

IMF 779.9          515.3         842.2          832.2          33.9-           1.2-             

EIB 139.6          125.9         113.3          109.0          9.8-             3.8-             

IDA 4,422.8       4,397.2      4,427.5       4,369.8       0.6-             1.3-             

IFAD 267.9          266.7         250.5          247.7          0.4-             1.1-             

TDB 598.1          576.5         497.1          478.5          3.6-             3.8-             

Afri Exim Bank -                  177.0         376.3          368.4          100.0         100.0         

Others 566.6          560.6         568.7          565.8          1.1-             0.5-             

Private Banks 528.4          325.7         452.5          438.8          38.4-           3.0-             

Standard Chart. Bank 139.4          137.5         117.9          116.7          1.4-             1.0-             

Commerz Bank 11.3            1.9             10.1            9.7              82.8-           3.8-             

AKA 10.4            9.3             9.0              8.7              10.7-           3.8-             

Stanbic Bank 367.3          177.0         315.5          303.6          51.8-           3.8-             

Total 12,588.3     12,195.7    12,835.4     12,625.9     3.1-             1.6-             

Bilateral 28.8            29.1           28.1            27.8            

Multilateral 67.0            68.2           68.4            68.7            

P. Banks 4.2              2.7             3.5              3.5              

% of Total
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Table 5: Public Domestic Debt Risk Indicators 

Indicator PDMF Jul'20 Jul'21 Jul'22 

Percent maturing in 1 
year/1 

<30 36.6 30.7 22.0 

Percent maturing in any 
year after year 1/2 

<15% 11.7%, 4.9% for maturities 
in 2 and 3 years respectively 
and remainder for maturities 
beyond 3 years 

7.8%, 7.4% for 
maturities in 2 and 3 
years respectively and 
remainder for 
maturities beyond 3 
years 

10.4%, 8.3% for 
maturities in 2 and 3 
years respectively 
and remainder for 
maturities beyond 3 
years 

Average Time to Maturity 
(ATM) (yrs)  

>5 Yrs 4.4 5.6 6.7 

o/w Tbonds 
 

5.7 7.1 7.3 

 
Data source: Statistics Department, BoU 

 

2.3 Balance of payments and exchange rates 

2.3.1 Balance of payments 

Preliminary data indicates that Uganda’s current account deficit narrowed by US$ 84.1 million to US$ 

3,798.68 million during the year to July 2022 (Figure 9). As a ratio of GDP, this represents an improvement 

from 9.6 percent to 8.4 percent. This improvement primarily reflects a 23.4 percent narrowing of the deficit 

on the services account on account of a 27.2 percent reduction in the payments for other businesses services 

linked mainly to externally financed government infrastructure projects and to some extent to a rebound in 

the tourism activity as pandemic-related travel restrictions eased globally. The secondary income surplus 

also increased by 1.7 percent to US$1,802.3 million driven by personal transfers from Ugandans working 

abroad who brought in US$1,698.2 million during the year to July 2022.  In contrast, the deficits on the 

goods and primary account deteriorated owing to the challenging global economic environment increasing 

public debt servicing costs.   

The primary income deficits widened largely due to rising interest payments on public debt. The increased 

interest payment by government on both external debt and domestic debt held by non-residents amounted 

to US$188.3 and US$144.0 million, respectively during the year to July 2022 which when combined was a 

15 percent increase of relative to what was paid during the year to July 2021. 
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 Figure 9: BOP developments for Year ending July (USD million) 

Source: Bank of Uganda 
 

 

The trade deficit widened by 9.9 percent to US$ 3,370.7 million owing to deteriorating Terms of Trade 

(TOT) which worsened by 12.2 percent during the period. This magnitude of TOT worsening is almost 

double the deterioration observed the year before (Figure 10). This deterioration reflects the huge upsurge 

in prices of imports at pace that largely surpassed surge in prices of exports owing to the war induced 

escalation in global commodity prices. The imports price index grew by 31 percent as compared to the  15 

percent upsurge in export prices. 

 Figure 10: Growth of Terms of Trade, Imports and Export prices  

 
Source: Bank of Uganda  

The rise in imports prices index was due the surge of both oil and non-oil imports prices which respectively 

rose by 63.4 percent and 24 percent in the period that was larger than the 15.4 percent for oil price and a 

similar increase for non-oil in a similar period to July 2021. Similarly, coffee benefited from the increase in 

global prices keying in a 55.5 percent rise in price as opposed to a reduction the previous year (Figure 11). 

As such coffee exports grew by 52.4 percent to US$875.8 million in the year to July 2022. 
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Figure 11: Growth of Coffee, oil and non-oil imports price, and volume indices 

  
 

Source: Bank of Uganda 

 

Clearly, the volume of exports and imports plunged partly reflecting weakening foreign and domestic 

demand, and the suspension of gold trade by the dealers over disagreement on instituted taxes. Overall, the 

effect of price increase dominated the income effect leading to increases in the value of trade. The value of 

oil imports grew by 60.9 percent to US$1,353.7 million despite the 4.2 percent contraction in volumes.  

Similarly, the value of non-oil imports increased by 15 percent to US$ 5,486.4 million despite the 

contraction of the volume by about 35 percent. Non-coffee exports also increased by 20.5 percent to 

US$2,544.11 million.   

Financing of the current account deficit mainly from FDI inflows and loans to government were insufficient 

to cover the deficit due to large portfolio outflows, commercial banks deposits placements abroad and 

principal loan repayments by the government and other sectors leading to a 16 percent contraction of the 

financial account surplus to US$2,728.9 million in the year to July 2022 (Figure 12, right). Net portfolio 

capital reversals amounted to US$324.5 million probably due to rising interest rates globally while other 

investment net inflows reduced by 20 percent to US$1,705.6 million. The reduction of the other 

investments net inflows reflects commercial banks placement of US$ 346.6 million abroad in deposits 

owing to rising interest rates abroad, a 38.3 percent increase of principal loan repayments by government 

to US$ 442.9 which offset the increase in loan disbursements of US$1,360.5 during the twelve months to 

July 2022. However, foreign direct investment net inflows at US$1,346.4 million or 3.0 percent of GDP 

was quite strong and was a growth of 41.7 percent.  

Consequently, the overall balance of payments was in a deficit of US$ 167.1 million in the year to July 2022 

leading to a drawdown on the reserves of the same magnitude to a stock of US$3,883.7 an equivalent of 

3.8 months imports covers of goods and services as at end of July 2022. 

Conversely, on a quarterly basis, the current account deficit widened by 17.4 percent to US$1,030 million, 

driven by deterioration of deficits on the goods, primary income, and services accounts in the three months 

to July 2022. Nonetheless, the secondary income surplus offered some support after expanding by 11 

percent to US$495 million, attributed to higher private transfer inflows (personal transfers and NGO 

inflows) which total increased by 19.6 percent to US$488.3 million. The trade deficit widened by 12.4 
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percent in the three months to July 2022 to US$936.1 million as imports expanded by 9 percent compared 

to a 6.3 percent rise in exports. The value of coffee and non-coffee exports grew by 7 percent to US$240.3 

million and US$734.9 million respectively while the growth of the value of imports to US$ 2,031.6 was 

driven by the increase of both oil and non-oil private sector imports.  The oil imports rose by 31.1 percent 

to US$446.7 while the non-oil imports expenditures grew by 6.3 percent in part reflecting bring forward 

imports’ orders in exercising precaution about the anticipated violence over the outcome of the Kenya 

elections.  

The primary income account deficit also widened by 7.5 percent to US$199 million in the three months to 

July 2022 on account of interest payments by government and banks on the external debt. The services 

deficit also widened owing to increased payments for other business services linked to government 

development projects, larger payments for flight and insurance in line with increased imports and due to a 

reduction in receipts from tourism activities.  

On a quarterly basis, the financial account surplus was only US$ 156.4 million in the quarter to July 2022, 

an 86 percent sharp contraction relative to the surplus in the three months to April 2022. This reflects 

increased portfolio capital outflows and a collapse of inflows through other investments. The collapse of 

the other investment net inflows is due to reduced loan disbursements to government amidst increasing 

debt service and banks placing of deposits abroad to gain from the rising interest rates. Portfolio investment 

registered a marked net outflows of US$ 291.1 million in the quarter to July 2022, six times larger than the 

net outflows registered in the six months to April 2022. The flight to safety and quality by offshore investors 

at the back of increasing jittery and uncertainty in the global financial markets following interest rate hikes 

in advanced economies is responsible for this massive outflow of capital. Net exit from the domestic debt 

market amounted to US$ 203.8 million in the quarter under review (Figure 12).  

 

Figure 12: Quarterly BOP developments (US$ Millions) 

 
Source: Bank of Uganda  
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2.3.2 Balance of payments outlook 

 

Uganda’s overall balance of payments position was in a deficit of US$651 million in the quarter to July 

2022, a reversal from a surplus of US$291 million in the quarter to April 2022 leading to reserves drawdown 

of the same amount. In the near term, the external sector outlook is subject to various downside risks, 

including intensifying geopolitical tensions which could lead to a renewed increase global commodity prices 

and intensification of global financial markets volatility and tightness. The challenging global environment 

may continue to increase investor risk averseness for domestic financial assets and induce flight to safety, 

heightening exchange rate depreciation pressure. In the medium term, the current account deficit is 

projected to widen, before progressively narrowing into FY2026/27. The trade deficit will follow the same 

path, as imports are expected to steadily increase driven by capital investment in the oil projects. On the 

upside, the current account will benefit from the continued easing in supply chain pressure translating and 

continued decline of commodity prices translating into lower flight charges. Further, increased export 

revenues boosted by intra-African trade through the Africa Continental Free Trade Area (AfCFTA), 

persistent remittance inflows will support the current account in addition to oil exports, first expected in 

2025. The financial account surplus is projected to gradually narrow throughout the medium term, owing 

to decreasing budget support loan inflows and rising scheduled external debt repayments. On the other 

hand, the financial surplus will be bolstered by strong FDI inflows associated with oil sector-related capital 

investment. 

2.3.3 Exchange rates 

In the quarter to August 2022, the shilling depreciated by 5.6 percent quarter on quarter and 7 percent year-

on-year, driven by tightening global financial conditions which triggered portfolio investors’ exit from the 

domestic debt market. A combination of factors explains the exchange rate behavior. 

a) The expected tightening of monetary policy by major advanced economies to combat the high 

inflation caused jitters and nervousness in the market as the offshore investors responded by 

repositioning into more liquid forex assets ahead of the Fed’s action. This as well created panic 

buying as most corporates brought forward their dollar demand, to insure against the depreciating 

currency.  

b) Panic buying by other corporates who brought forward their dollar demand i.e. energy, 

manufacturing and telecom firms e.t.c. Reasons for panic buying include: 

▪ Pace of the depreciation (crossing key psychological levels) 

▪ Increasing oil prices 

▪ Kenyan elections which have led to quick buying of dollars to settle some obligations ahead 

of the elections 

▪ Inflationary outlook 
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c) Re-correction of the exchange rate: The exchange rate seems to have corrected from its previous 

over valuation of 5 percent. This explains part of the recent depreciation pressures observed in the 

recent months in addition to the interest rate hikes in the advanced economies. 

d) Balance of Payments. Deteriorating terms of trade as global inflation and commodity prices remain 

elevated. Terms of Trade (TOT) worsened on average by 10.8 percent during the 12 months to 

July 2022 as prices of imports increased faster than that of exports. The TOT deteriorated since 

March 2020 with a steeper slope during the months of April 2021 &April 2022 (Figure 3) and 

averaged 15.1 percent in the 12 months to May 2022. A deteriorating term of trade implies that 

importers were demanding more US dollars to import the same unit of goods. The rising global 

commodity prices caused the import price index to increase by 7.1 percent in July 2022 (20.1 

percent in May 2022) largely due to the increase in both oil and non-oil import prices, which rose 

by 46.4 percent and 2.6 percent, respectively during the period. Oil and non-oil import prices rose 

by 65.2 percent and 15.5 percent respectively in May 2022. In July 2022, the value of goods imports 

grew by 34.7 percent on account of increases in the volume of oil and non-oil imports by 32.0 

percent and 9.3 percent respectively. Nonetheless, total exports of goods, excluding gold expanded 

by 23.5 percent largely due to increases in exports. 

The Other currencies of the East African Community (EAC) member states also experienced depreciation 

pressure in the recent past but because these currencies relatively heavily managed most especially for the 

Tanzania Shilling, the depreciation momentum was slower compared to the Uganda shilling. The Kenya 

shilling depreciated by 2.6 percent quarter on quarter but year on year depreciation of 9.2 percent relatively 

big. The Rwandan franc on the other hand depreciated by only 0.8 percent quarter on quarter and 3.9 

percent year on year in the three months to August 2022 (Figure 13). 

 

Figure 13: Exchange rates for selected EAC countries (Indices 2020=100) 

 
Source: Bank of Uganda 
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In the quarter to July 2022, the Real Effective Exchange Rate (REER) depreciated by 1.5 percent quarter-

on-quarter and by 2.5 percent year-on-year on account of nominal depreciation of the shilling against the 

US dollar.  This is a reversal of the almost two years period of relative real exchange rate stability as shown 

Figure 14.  The depreciation of the real exchange rate if protracted, is an indication of increasing marginal 

costs facing importers and therefore higher imported inflation. This is good sign for relatively improving 

competitiveness of Uganda’s exports during the period. 

 
Figure 14: Annual growth for the real effective exchange rate and components 

 

Source: Bank of Uganda 

 
 

2.4 Domestic economic activity 

The adverse global economic environment combined with high and increasing domestic cost push 

pressures reflecting in high consumer price inflation and production costs caused by negative spill overs 

from the geopolitical tensions, COVID-19 induced supply chain disruptions and recent adverse weather 

conditions have dimed further the prospects for domestic economic growth. The tightening financial 

conditions at the back of the recent CBR hikes by the BoU intended to bring down escalating inflation 

augmented by fiscal tightness will inevitably negatively affect growth going forward. Indeed, most soft, and 

hard indicators of economic activity already point to hard times in the economy.   

Latest Quarterly GDP estimates by UBOS indicated that the economy contracted by 1.6 percent in the 

quarter to March 2022. All sectors of the economy contracted with services sector taking the biggest hit 

(Figure 15, left) and it was the second consecutive quarter of contraction for the agricultural sector. Year-

on-year, GDP growth slowed down to 5.9 percent in the first Quarter of 2022 from the 7.6 percent 

observed in fourth quarter of 2021 and the slowdown was synchronized across all sectors. 
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The Index of Economic activity (CIEA) also points to slowing economic activity during the second quarter 

of 2022. The growth of the index declined from a quarter-on-quarter growth of 2.4 percent in the three 

months to January 2022 to 1.2 percent in both the three months to April and July 2022. The growth of the 

CIEA was moreover minus 0.7 percent in July 2022.  Similarly, the year-on-year growth of the CIEA slowed 

down in the second quarter of 2022 to 3.4 percent from 4.2 percent observed in the previous quarter. The 

slowdown in economic activity is broadly consistent with the weak private sector credit and the heightening 

production costs as revealed by the Producer Price Index (PPI). The PPI grew by 20.1 percent year on year 

in June 2022, persisting in double digit range since March 2021. In addition, the softening of the indicators 

which measures the strength of business and consumer economic conditions such as, Purchasers’ Manager 

Index, Business and consumer confidence index signals the tight conditions faced consumers and firms and 

reinforces the slowdown of economic activity. 

 

Figure 15: Growth in the CIEA (q/q, seasonally adjusted) and   Produce Price Index (y/y, 
right)  

 
Source: BoU [CIEA] & Uganda Bureau of Statistics [GDP, PPI] 

 

 

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

(BTI) points to deteriorating business operating conditions in August 2022 and therefore signalling slowing 

economic growth. The Business Tendency Index (BTI) stood at 52.8 in August 2022, a drop of 2 points 

from the level obtained in July 2022. Notwithstanding a slight uptick to 50.5 in August 2022, the PMI has 

been broadly on a downward trend since the recent peak in February (Figure 16, left). Reflecting the cost 

push pressures and weak demand, businesses continue to have a negative view about the present business 

situation as the business attendance index crossed back to the pessimistic territory and near-term economic 

outlook by businesses was less favourable. Similarly, Consumer sentiments about present and expected 

economic situation remained negative in August 2022 (Figure 16, right).   
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Figure 16: Indicators of Business Conditions, BTI and PMI, seasonally adjusted and 

Consumer Confidence index (CCI) 

 
1. Source: BoU [BTI] 
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. 

2. Source: S&P Global [PMI] 
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. 

 

 
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. 

   

 

2.5 Inflation 

Inflationary pressures remained strong in August 2022 owing to the acceleration of the prices of services, 

Energy and utilities, and food. Headline inflation rose to 9.0 percent in August 2022 from 7.9 percent in 

July 2022 while core inflation rose to 7.2 percent from the 6.3 percent registered in similar period (Figure 

17).  Services inflation the component which seem to be the main recent driving force behind acceleration 

of overall inflation rose to 3.7 percent from 2.0 percent reflecting increase in transport fares as the surge in 

fuel prices filter through to other prices. The contribution of services to overall inflation has steadily 

increased from almost zero in January 2022 to now over 60 percent in August 2022, making it the main 

force behind the current inflationary pressures. However, the momentum for prices of items in the other 

goods seem to be waning as inflation for this category was stable at 10.2 percent. The other goods inflation 

which has been contributing over 37 percent to acceleration of overall inflation, contributed only close to 

5 percent in August 2022, an indication that prices for several items in this category such as bar soap, 

cooking oil and wheat that have been significantly driving up inflation have already found their peaks. This 

is broadly consistent with the observed recent declines in the non-energy prices and easing supply chain 

pressures at all fronts on the global seen. 

Non-core inflation rose to 19.1 percent in August 2022 from 17.2 percent in July 2022, due to increase of 

both food crops inflation and EFU inflation which rose to 18.8 percent and 19.6 percent from 16.4 percent 
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and 17.2 percent in the respective months. The hike in food crops inflation is caused by the recent drought 

while the increase in EFU inflation reflects the rise in prices of petrol owing to the elevated international 

crude oil price and the lagged impact of the exchange rate depreciation. 

Figure 17: Domestic Inflation decomposition (y/y) 

Source: UBOS 

 

2.6 Outlook and risks 

2.6.1 Economic growth outlook 

The economic growth prospects have been dimmed further with increasing risks of a global recession as 

Advanced Economies pursue hawkish monetary polies, the elevated commodity prices continue to erode 

households and business incomes, and financial conditions continue to tighten both domestically and 

globally. In addition, weak consumer, and business sentiments at the back of high inflation, the negative 

impulse to the aggregate demand expected from fiscal operations are also responsible for the expected 

slowdown in economic activity. As such, economic growth is now projected in the range of 2.5-3.0 percent 

in 2022, but will rise to 5.0-6.0 percent in 2023, in part supported by public investments and recovery in 

demand as inflationary pressures abate. In the medium term, the economy is projected to grow in the range 

of 6.5 – 7.0 percent, supported by public and private investments in the oil sector. 

The risks to the growth outlook are tilted to the downside emanating from the emergence of global 

recession and the associated increase in global economic uncertainty, escalation of geopolitical conflicts and 

the negative spill overs therefrom, and higher than projected inflation. other downside risks are a further 

decline in consumer and business confidence and heightened exchange rate volatility.  
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2.6.2 Inflation outlook 

The baseline forecast includes an assessment of the potential effects of global economic slowdown, higher 

imported inflation, tighter monetary policy in the US, elevated commodities prices and a tighter fiscal path. 

The projected global growth slowdown is due to monetary policy tightening in advanced economies, 

negative spill overs from the Russia-Ukraine war, major slowdown in China growth due to the Zero Covid-

19 tolerance policy and escalation real estate problems, continued rise in foreign inflation, high crude oil 

prices that are expected to stay above USD 100/barrel.   

Foreign inflation is expected to continue rising due to supply distortions, tight labour markets in several 

advanced economies and weather-related issues. In addition, as much as the OPEC and its allies agreed to 

increase oil production, crude oil prices are still expected to stay above USD 100/barrel until the second 

quarter of 2023. 

The rising imported inflation, high international food and energy prices compounded by weaker shilling 

continue to mount pressure on the domestic inflation outlook for the remaining part of 2022. As such, 

Annual headline and core inflation is now forecast to average 7.0 percent and 6.0 percent, respectively in 

2022 (Figure 18), lower than the 7.4 percent and 6.3 percent that was projected in the July 2022 forecast 

round. Inflation is expected to peak in the first quarter of 2023 before gradually declining to the medium-

term target of 5 percent by mid-2024. 

Figure 18: Baseline inflation forecast 

 

Source: Bank of Uganda 

 

The inflation outlook is significantly uncertain and subject to several risks. The BoU assesses that the 

balance of risks to the inflation outlook is tilted to the upside including, a further intensification of 
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geopolitical tensions which could ignite a renewed surge in energy prices, impact on global trade and 

aggravate the negative spill overs from the war Russia-Ukraine. Secondly, faster monetary policy tightening 

to bring down escalating inflation in some advanced economies could intensify capital outflows from 

Uganda leading to a more depreciated exchange rate. On the downside, domestic demand could slow down 

further as higher interest rates aimed at reigning in inflation affect real incomes of households and firms 

and private sector credit in addition to the impact of the fiscal policy tightness. In addition, favourable 

weather conditions could bring down food prices much faster than anticipated while the recent decline in 

global non-energy commodity prices possibly due to declining demand and easing global supply chain 

pressures at all fronts if extended could offer respite to the heightening imported inflation and lower the 

costs of production. 

3. CONCLUSION 

The adverse global economic developments and higher inflation caused by negative spill overs from the 

geopolitical tensions, COVID-19 induced supply chain disruptions and recent adverse weather conditions 

have diminished the prospects for domestic economic growth. This coupled with the tightening financial 

conditions due to the hawkish monetary policy stance by the BoU that is intended to bring down escalating 

inflation augmented by fiscal tightness will inevitably negatively affect growth going forward. Indeed, most 

soft, and hard indicators of economic activity already point to hard times in the economy. Latest Quarterly 

GDP estimates by UBOS indicated that the economy contracted by 1.6 percent in the quarter to March 

2022., while Year-on-year, GDP growth slowed down to 5.9 percent in the first Quarter of 2022 from the 

7.6 percent observed in fourth quarter of 2021 and this slowdown was synchronized across all sectors. 

Overall, economic growth prospects have been dimmed further with increasing risks of a global recession, 

and weaker consumer and business sentiments as high inflation and commodity prices, continue to erode 

households and business incomes and financial conditions tighten. Economic growth is now projected in 

the range of 2.5-3.0 percent in 2022, but will rise to 5.0-6.0 percent in 2023, in part supported by public 

investments and recovery in demand as inflationary pressures begin to wane. The risks to the growth 

outlook are tilted to the downside, including the emergence of global recession and the associated increased 

global economic uncertainty, escalation of geopolitical conflicts and the negative spill overs, and higher 

than projected inflation. other downside risks include further decline in consumer and business confidence 

and heightened exchange rate volatility. 

Inflationary pressures remained strong in August 2022 owing to the acceleration of the prices of services, 

Energy and utilities, and food. Headline inflation rose to 9.0 percent in August 2022 from 7.9 percent in 

July 2022 while core inflation rose to 7.2 percent from 6.3 percent that was registered in similar period. 

However, annual headline and core inflation are now forecast to average 7.0 percent and 6.0 percent, 

respectively, in 2022, lower than the 7.4 percent and 6.3 percent that was projected in the July 2022 forecast 

round. Inflation is expected to peak in the first quarter of 2023 before gradually declining to the medium-

term target of 5 percent by mid-2024. The inflation outlook is significantly uncertain, but the BoU assesses 
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that the balance of risks to the inflation outlook is tilted to the upside if there happen to be a further 

intensification of geopolitical tensions which could ignite a renewed surge in energy prices, impact on global 

trade and aggravate the negative spill overs from the war Russia-Ukraine. Secondly, faster monetary policy 

tightening to bring down escalating inflation in some advanced economies could intensify capital outflows 

from Uganda leading to a more depreciated exchange rate and thirdly should inflation expectations de-

anchor. On the downside, domestic growth could slow down further as higher interest rates aimed at 

reigning in inflation affect real incomes of households and firms and private sector credit in addition to the 

impact of the fiscal policy tightness. In addition, favourable weather conditions could bring down food 

prices much faster than anticipated while the recent decline in global non-energy commodity prices possibly 

due to declining demand and the easing global supply chain pressures at all fronts if extended could offer 

respite to the heightening imported inflation and lower the costs of production. 

As such, the MPC decided to tighten monetary policy in August 2022 by increasing the CBR by 50 basis 

points to 9.0 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. Consequently, the rediscount and bank rates are now 12 percent and 13 percent, respectively. 

Going forward, the MPC considers that the monetary policy stance will have to be tightened even further 

if inflationary pressures persist to ensure that inflation reverts to its medium-term target of 5 percent. 


