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Overview

▪ Uganda’s banking system remains resilient in the face of ongoing disruptions to the global and domestic economy, 
including external supply side shocks, the post pandemic economic recovery and other headwinds to growth.

▪ Rising international commodity prices and supply disruptions have contributed to global and domestic inflation being 
above central banks’ target ranges, prompting global and domestic tightening in monetary conditions and liquidity. 
Risks of higher net outflows by offshore investors.

▪ Credit risk remains the main concern. Household and corporate debt servicing costs are rising, and the full effects from 
emerging macro risk factors and Covid-19 Credit relief loans whose repayment is in arrears, are yet to fully manifest in 
the performance of banks. 

▪ Nevertheless, financial institutions remain sound, with strong liquidity buffers and banks’ capital levels continuing to 
strengthen ahead of the planned increased in the minimum paid up capital requirements over the next few years. 
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Summary of Key Risks to Financial Stability
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Risk category
Risk direction, 

Jun-2022

Risk direction, 

Sep-2022
Risk drivers and contributing factors

Overall risk  
• Overall systemic risks to the banking sector remain heightened as the spill-over effects from external risk factors

continue to pass through to the domestic macroeconomy and financial system.

Macro risk  

• There are signs that domestic economic activity has picked up. However, macro risks remain elevated including rising

inflation, exchange rate volatility, geopolitical tensions, wider spread of the epidemic, risk of foreign capital outflows,

and rising public debt.

Credit risk  

• Credit risk remains elevated and credit growth remains subdued. NPL ratio reduced slightly but mainly reflects higher

write-offs by banks of uncollectable Covid-19 credit relief loans. The full impact of prevailing macro shocks is yet to fully

pass through to NPLs.

Liquidity & 

funding risk  

• Liquidity risk increased partly due to market conditions, rising spreads and tight monetary policy stance. LCR ratio

reduced to 169.5% but remains above the minimum of 100%. A few banks may come under liquidity stress, driven by

potential rise in NPLs.

Operational 

risk  

• All systemically important payment systems remained sound. Airtel M Money experienced a disruption in October

2022. BOU continues to engage payment system operators to address cybersecurity risks such as online fraud,

information theft, and malware attacks.

Market risk  
• Market risk moderated as pace of depreciation contained by BOU policy. Significant net outflow of offshore investors

not yet materialised as previously feared. Effect of depreciation on credit risk minimal.

Profitability & 

solvency  
• Aggregate capital and profitability remained strong, supporting the sector’s resilience to shocks.

• A rise in credit and market losses in the short-term may affect banks’ earnings and solvency.

Structural risk  
• Banking sector concentration remained moderate during the quarter, with the five DSIBs’ share of total assets reducing

from 58.5% to 57.5%.



Composite Indicators of Systemic Risk
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Fig. 1: Systemic Risk Indicator
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Macro-Financial Developments

▪ Global developments:

o Global economic activity remained sluggish in the quarter ended Sept-22.

o On account of persistently high inflation, tightening financial conditions in 

most regions, the Russia-Ukraine war, and threats of a wider spread of 

Ebola. 

o Global growth is forecast to slow to 3.2% in 2022 and 2.7% in 2023, and 

inflation is expected to reach 8.8% in 2022 (IMF WEO Outlook Oct-22). 

▪ Domestic developments:

o Economic activity showed signs of recovery during the quarter on account 

of increased industry activity (BOU MPS Oct-22).

o However, potential of further tightening of financial conditions and slow 

economic growth likely to adversely affect some banks. 

• Domestic inflation is forecast to revert to 7.3% in 2023.
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IMPLICATION/OUTLOOK:

o Full effects of rising inflation and slow economic activity yet to fully pass through 
to banking sector, likely to test banks’ resilience over the medium term. 



Capital Adequacy and Profitability

▪ Aggregate SFIs’ capital adequacy remained strong during 

the quarter, enhancing resilience to shocks. 

▪ SFIs’ aggregate core CAR:

o Commercial banks’ remained unchanged at 21.4%, well above 

minimum of 10 %. 

o CIs’ rose from 12.4% to 15.9%. 

o MDIs’ reduced slightly from 38.6% to 38.1%.

▪ Capital supported by continued growth in earnings

o Commercial banks’ interest income grew by 7.8% compared to 

4.9% in the previous quarter.

o Commercial banks’ average ROA continued to increase, to 2.8% -

highest level since onset of covid-19 pandemic.

o Reduction in cost-to-income ratio from 72.1% to 71.% driven by 

declining loan losses, and digital financial services.
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Fig. 5: SFIs' core CARs (%)
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IMPLICATION/OUTLOOK:
o Banking sector performance highly dependent on the 

pace of economic recovery.



Funding and Liquidity Conditions

A. Wholesale funding:

▪ Funding costs in the interbank market increased, partly reflective of 

market sentiments and BOU policy actions.

o Average spread between the 7-day interbank rate and CBR 

increased from 0.5% to 1.6% between Jun-22 and Sep-22. 

B. Liquidity risk: 

▪ The aggregate LCR reduced from 184.5% in Jun-22 to 169.5% in Sept-

22, but remained well above the minimum of 100%.

▪ All SFIs met the prudential liquidity requirements as at end-Oct-22.
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IMPLICATION/OUTLOOK:

o Financial market conditions likely to tighten in response to further
tightening of monetary policy.

o BOU continues to monitor market conditions closely to respond with
appropriate interventions.

Both retail and wholesale funding conditions continued to tighten over the quarter, increasing liquidity pressures for a few banks
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Fig. 8: SFIs' liquidity ratios (%)
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Credit Risk

▪ Credit growth remains subdued, in part due to muted economic growth.

o Total SFI loans increased by 3.2% or UGX 624.0 billion to UGX 19.9 

trillion in Sept-22, but lower than 3.9% in Jun-22.

o Reductions in credit to manufacturing and real estate sectors.

▪ Asset quality improved across the sector, largely due continued 

prudent write-off of bad loans. 

o SFIs’ aggregate NPL ratio reduced slightly to 5.2% in Sep-22 from 5.4% 

in Jun-22.

o Banks’ write-offs rose to UGX 128.9 billion during the quarter, up 

from UGX 102.8 billion in the quarter to Jun-22.

o NPL ratios for CIs and MDIs reduced to 4.9% and 6.1% respectively.
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IMPLICATION/OUTLOOK:

o BOU projects NPLs to rise further largely due to; soft economic growth,
impact of inflationary pressures, and potential default of past due CRM
loans.

o BOU continues to engage banks to ensure that they prudently conduct
forward-looking provisioning in line with IFRS9
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Fig. 10: Quarterly changes in banks' sectoral loans (UGX billion)

Agriculture Mining Manufacturing

Trade & commerce Transport & comms Utilities

Construction & real estate Business services Social services

Households Other



Update on the Performance of CRM Loans

▪ Covid-19 Credit Relief Measures (CRM) program ended on September 30, 2022.

o Overall, the program was successful in moderating credit risk and providing 

relief to banks and borrowers. 

o 40.1% of total loans amounting to UGX.7.6 trillion benefitted from the 

program. By Sept 2022, only UGX 1.8 trillion remained under credit relief. 

• Of the remaining amount, 62.9% or UGX 1.1 trillion is in arrears by at least 

one instalment. This is equivalent to 5.8% of total loans, up from 5.1% in June  

2022. 

▪ Stress tests indicate that most SFIs are resilient to losses from CRM loans.

▪ Extended program for education and hospitality sectors

o New credit relief granted between Sept 2021 and Sept 2022 

was UGX 53.5 billion.

o Including 1st, 2nd, 3rd and 4th restructuring, the total loans 

remaining under credit relief to the two sectors as at Sept 

2022 was UGX 458.4 billion.

• Of which UGX 304.6 billion to education services alone
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Fig. 11: Performance of CRM loans (UGX billions)

2+ restructures
1st restructure
Past-due restructured loans to gross loans (%, RHS)

SECTOR AMOUNT
Agriculture 228.5

Manufacturing 143.6
Trade & commerce 352.7

Construction & real estate 590.5
Business services 29.0

Community & social services 330.8
Transport & communication 100.0

Households 51.7
Utilities 2.2
Mining 0.1

Table 1: Outstanding CRM loans by sector (UGX billion)



Market Risk 
▪ Market-related risks for banks remained relatively unchanged during the quarter.

▪ As of Sept-22:

o All banks were compliant with the prudential limit on the ratio of the net open 

position in FX to core capital of +/-25%.

o The aggregate ratio of FX loans to FX deposits was 59.1%, and all banks were 

compliant with the 80% prudential limit.

o Effect of depreciation on credit risk remains minimal. 

▪ Risks from real estate - The UBOS Residential Property Price Index continued 

to oscillate, reducing by 12.4% during the quarter.

▪ Other data sources and anecdotal indicators show concerning trends in 

commercial property including; continued reducedoccupancy rates, volatility 

in commercial property prices. 
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DEVELOPMENTS IN REAL ESTATE SECTOR SURVEILLANCE:

o BOU is working with UBOS to compile data and a property price index
for commercial real estate.
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Performance of Payment Systems and Operational Risk

Systemically Important Payment Systems (SIPS) 

• SIPS operated without significant disruption in the quarter ending Sept-22.

Usage of digital payment channels continue to grow in Uganda’ economy

• The value of  internet and mobile banking fund transfers rose significantly by 
129.8% and 117.9% respectively.

• The value of mobile money transactions rose considerably by 30.1% to UGX 
161.8 trillion for the year ended Sept-22.

Uptake in the usage for digital channels continues to be driven by:

• Uptake of e-payments following bank initiatives to promote their usage.

• Favorable regulatory environment  that allows for innovation in digital 
payments.

• Continued recovery of the economy coupled with the increased demand for 
faster payments services.

New developments during the quarter

• Two companies, Culipa Limited (mobile application) and ABSA Digital Wallet 
(digital wallet solution) are undergoing testing in the regulatory sandbox.

Operational risk incidents

• Airtel mobile wallet services were suspended for a week from Oct. 27, 2022, 
limiting customers’ access to funds.
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Channel Indicator
Oct-20 to 
Sept-21

Oct-21 to 
Sept-22

% Change 

Debit Cards

Active number of debit cards 
(millions)

2.7 3.4 27.4

Volume of payments  (millions) 5.1 6.6 28.6

Value of payments (UGX billions) 1116.6 1310.8 17.4

Credit Cards

Active number of credit cards 10930.0 9324.0 -14.7

Volume of payments ('000s) 179.0 296.6 65.7

Value of payments (UGX billions) 46.0 72.4 57.3

Point of Sale
POS (millions) 3.5 4.4 25.9

POS (UGX billions) 842.2 810.6 -3.8

Internet 
Banking

Active number of users (millions) 0.9 1.0 15.8

Volume of fund transfers (millions) 4.2 9.3 120.4

Value of fund transfers (UGX 
trillions)

45.5 104.6 129.8

Mobile 
Banking 

Active number of users (millions) 1.4 1.5 9.5

Volume fund transfers (millions) 44.5 40.6 -8.8

Value Fund transfers (UGX trillions) 7.8 17.0 117.9

Mobile Money 

Number of transactions (billions) 4.1 5.0 22.7

Value of transactions (trillions) 124.4 161.8 30.1
Escrow account balances (UGX 
trillions)

1.2 2.1 77.6

IMPLICATION/OUTLOOK:

o BOU developing Guidelines on Cyber Risk for banks and will continue to
engage with banks and payment system providers with a view to enhancing
cybersecurity and fraud surveillance.

Table 2: Performance of electronic payment systems



Update on Regulatory Developments

Regulation Objective Status

Microfinance Deposit-Taking 
Institutions (Amendment) Bill, 2022

• Agent banking, bancassurance, 
Islamic banking

• Gazetted and published in October 
2022 

Microfinance Deposit-Taking 
Institutions (Amendment of 2nd 
Schedule) Instrument, 2022

• Establish risk-based assessment 
criteria for vetting of substantial 
shareholders, directors, and the 
executive management for MDIs

• Gazetted and published in October 
2022 

Financial Institutions (Amendment of 
3rd Schedule) Instrument, 2022

Financial Institutions (Credit Reference 
Bureau) Regulations, 2022 

• Expand access to credit reference 
services to other non-regulated 
credit providers and regulate the 
competitive market 

• Gazetted on September 30, 2022

Increase of minimum paid up capital 
requirements for banking institutions

• Enhance banking sector resilience 
by boosting SFIs’ capital buffers

• Gazetting is expected by end Dec-
22. Indicators show that most 
banks are compliant with the 
proposed timeline for raising 
capital.
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Outlook and Policy Measures
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Policy Measures by BOU Justification

a) Maintain Loan-to-value limit of 85.0% on 
residential mortgages and land purchase.

• To mitigate excessive leverage by borrowers and limit SFIs’ exposure to adverse 
real estate prices developments.

b) Maintain countercyclical capital buffer 
(0%/RWA) at current level.

• Economic indicators and the credit cycle do not point to a need to vary buffer.

Other Measures Comment

a) Real estate and credit risk Scope of current LTV limit covers only residential property and land. 
• BOU has embarked on a comprehensive LTV Framework that includes limits on 

commercial real estate. 

• BOU will collaborate with UBOS to compile commercial property price index and 
data.

b) Liquidity and funding risk  BOU continues to engage banks to ensure that they monitor and take steps to 
ensure strong liquidity buffers, in line with their risk profiles and the evolution of 
macro shocks.

c) Credit risk The impact of macro shocks,  inflation and past due CRM loans is yet to fully pas 
through to banks’ balance sheets. 
▪BOU has engaged banks to continue conducting forward-looking assessments and 

provisioning in line with IFRS(.



Discussion and Q&A
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