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INTRODUCTION 
 
The indicators presented in this report 
summarise the major developments in 
economic and financial conditions in 
Uganda during the month of July 2009. 
Bank of Uganda eased monetary policy 
through out July 2009 by providing 
short-term liquidity. Price-and financial 
sector stability remained the key 
objectives of policy during July 2009. 
Both annual headline and core inflation 
continued declining in July 2009. The 
foreign exchange market also remained 
broadly stable. Treasury bond interest 

rates declined while those on treasury 
bills remained largely stable. Most 
measures of money supply registered 
modest nominal expansions in June 
2009 compared to May 2009 levels. 
Merchandise exports performed better 
in June 2009 when compared to the 
corresponding month a year ago, largely 
on account of robust Informal cross 
border trade (ICBT) resulting into a 
surplus trade balance for June 2009.
    

 
I INFLATION 

 
According to data from Uganda Bureau 
of Statistics (UBOS) 1, the annual 
Headline Inflation declined to 11.6 
percent in July 2009, from 12.3 percent 
reported in June 2009, mainly on 
account of a slowdown in food inflation. 
The monthly headline inflation, however 
increased to 0.5 percent from 0.3 percent 
recorded in the month of June 2009, 
largely on account of seasonal factors. 
 
The annual core inflation2  decreased to 
10.4 percent in July 2009 from 11.0 
percent in June 2009, partly on account 
of lower annual prices for cement, sugar 
and paint that more than offset the price 
rise observed in some household and 
personal goods. The month-on-month 
core inflation also declined to 0.5 
percent from 1.0 percent in June 2009. 
 
The annual Energy, Fuel, and Utilities 
(EFU) inflation decreased further to 
minus 6.3 percent in July 2009 from 
minus 3.9 percent in June 2009, largely 
due to statistical base effects. The 
month-on-month EFU inflation 
increased to 0.7 percent in July 2009, 
compared to minus 0.3 percent in June 
2009 driven largely by the monthly 
increase in prices of petroleum products. 

                                                            
1 June 2009 Inflation figures were revised by UBOS  
2 Excludes food crops, electricity, fuel and metered 
water 

 
The annual food crops3 Inflation 
remained stable at 22.8 percent 
compared to 22.7 percent observed in 
June 2009. Food inflation remains lofty 
on account of supply side constraints, 
transport costs, and continued robust 
regional demand for food items from 
Uganda. The month-on-month food 
crops inflation however increased to 0.7 
percent from minus 3.2 percent in June 
2009 on account of seasonality. Figure 1 
shows the movements in the inflation 
rates for the period July 2006 to July 
2009.       

                                                            
3 Food crops include fresh food crop items and related 
products such as milk and flour 



Figure I:  Annual Inflation rate developments, July 2006 to July 2009

 
Source:  Uganda Bureau of Statistics 

 
II FOREIGN EXCHANGE MARKET 

 
i) Exchange rates 
 
The shilling appreciated by 1.2 percent 
to an average mid-rate of Shs. 2,110.8 
per U.S. dollar in July 2009 compared to 
June 2009, largely on account of foreign 
exchange inflows from offshore 
investors, agricultural proceeds and 
unwinding of the long dollar positions 
held by several commercial banks 
especially in the second half of the 

month under review. The Bank of 
Uganda sterilised liquidity through 
daily sales of foreign exchange to the 
IFEM equivalent to US$ 6.9 million. 
Stable market conditions did not 
necessitate BOU’s intervention in the 
foreign exchange market during the 
month under review. Figure II shows 
the trend of the nominal exchange rate 
and the spread between buying and 
selling rates.  

 
Figure II: Daily Exchange rate developments, May 2009 to July 2009 

   
Source:  Bank of Uganda 
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ii) Foreign exchange purchases and sales  
 
Gross foreign exchange purchases and 
sales decreased by 6.3 percent and 5.0 
percent to US$ 513.9 million and US$ 
526.7 million in July 2009, respectively. 
The reduced sales in the IFEM reflected 
subdued demand for foreign exchange 

during the month under review. Cross 
currency trade transactions decreased 
by 12.3 percent to US$ 510.9 million in 
July 2009, reflecting shifts in demand 
for various foreign currencies. 

 
III  DOMESTIC MONEY MARKETS AND INTEREST RATES 

 
Interest rates 
 
Three Treasury bill auctions, with a 
combined total offer of Shs. 180.0 billion 
were held in the month of July 2009 to 
sterilise liquidity. The discount rate on 
91-day and 364-day Treasury bill paper 
decreased from 6.2 percent and 12.3 
percent to 6.1 percent and 11.9 percent 
between end-June 2009 and end-July 
2009, respectively. The rate on the 182-
day tenor, however, rose to 10.8 percent 
from 10.2 percent over the review period 
 
During July 2009, the margin within the 
rediscount rate remained unchanged at 
3.4 percentage points. The Rediscount 
rate and Bank rate slightly edged up to 
9.8 percent and 10.8 percent from their 
respective end June 2009 levels of 9.6 
percent and 10.6 percent.  
 
The monthly weighted average lending 
rate on commercial banks’ shilling 
denominated loans slowed to 21.8 
percent in June 2009 from 22.2 percent 
in May 2009. The rate on foreign 
currency denominated loans also 
decreased to 10.4 percent from 11.2 
percent registered in May 2009. Figure 
III shows the pattern of selected 
categories of interest rates. 
 
Repo Market 
BOU issued the reverse REPO 
instrument with tenors ranging from 2 
to 10 days to address short-term 
liquidity needs and foster interest rate 
stability in the interbank money 
market. Net issues of reverse repos 
amounted to Shs. 180.3 billion during 

July 2009, compared to net maturities of 
Shs. 0.2 billion during June 2009.  
 
Treasury bill holdings 
The outstanding stock of Treasury bills 
increased from Shs. 1,444.4 billion at 
end June 2009 to Shs. 1,540.3 billion at 
end July 2009 on account of  issues 
offsetting maturities. Commercial 
banks’ holdings of Treasury bills 
decreased by Shs. 57.8 billion to Shs. 
865.0 billion at end July 2009. Holdings 
by the ‘Others’ category and Insurance 
companies’4  increased by Shs. 11.1 
billion and Shs. 17.3 billion to Shs. 161.2 
billion and Shs. 107.3 billion, 
respectively.  The change in the holdings 
by the three categories reflects 
developments in both the primary and 
secondary markets for Treasury bills. 
Bank of Uganda (BOU)’s holdings of 
Treasury bills increased by Shs. 125.3 
billion to Shs. 406.9 billion at end July 
2009 reflecting rediscounting of 
Treasury bills by commercial banks.  
  
Treasury bonds 
Bank of Uganda issued one 2-year 
Treasury bond security worth Shs. 50 
billion during July 2009. The resultant 
Yield to Maturity (YTM) was 14.3 
percent compared to 18.6 percent for the 
corresponding February 2009 auction. 
The total outstanding stock of Treasury 
bonds therefore increased by Shs.50 
billion to Shs. 1,411.6 billion as at end 
July 2009. 

                                                            
4 Includes holdings of insurance companies, non-
clearing banks, trust companies and other financial 
institutions 
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          Figure III: Selected interest rates, July 2006 to July 2009 
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IV MONETARY AGGREGATES 
  
i) Money supply 

 

 
Most measures of money supply 
aggregates except M1 expanded between 
May 2009 and June 2009. Narrow money 
M1 decreased from Shs. 3,022.9 billion at 
end May 2009 to Shs. 2,978.2 billion at 
end-June 2009. Private sector’s demand 
deposits declined by Shs 53.1 billion 
while Currency in circulation rose by Shs. 
8.4 billion, respectively.  
 
Private sector’s time and savings deposits 
increased by Shs. 120.0 billion to Shs. 
1,942.5 billion while no certificate of 
deposits were registered in June 2009. 
Money supply M2 therefore expanded by 
Shs. 75.3 billion from Shs. 4,845.4 billion 
to Shs. 4,920.7 billion.   
 
Private sector’s foreign exchange 
deposits, however decreased by Shs. 50.8 
billion from Shs. 1,427.7 billion to Shs. 
1,376.9 billion. Broad money supply M3 
therefore expanded by 0.4 percent to Shs. 
6,297.6 billion.  
 
Despite the lower net savings of 
government, domestic credit reduced by 
1.9 percent to Shs. 2974.8 billion between 
May 2009 and June 2009, on account of 
decreased lending to the private sector by 
the banking system. 
 

Government’s net position with the 
banking system declined from a saving of 
Shs 729.5 billion at end May 2009 to a 
saving position of Shs. 717.2 billion at 
end June 2009. Government’s net savings 
position with the Central Bank decreased 
by Shs. 12.7 billion from Shs. 2,239.1 
billion at end May 2009 to Shs. 2,226.4 
billion at end June 2009, largely on 
account of increased advances to 
government that more than offset the 
rise in deposits of government over the 
review period.  Government’s net position 
with the commercial banks, marginally, 
improved by Shs. 0.4 billion from a 
borrowing position of Shs. 1,509.6 billion 
as at end May 2009 to a borrowing of 
Shs. 1,509.2 billion as at end June 2009. 
The improvement was mainly on account 
of a slight decrease in commercial banks’ 
investment in Treasury securities that 
more than offset the decreased deposits of 
government with the commercial banks.  
 
The banking systems’ claims on the 
private sector decreased by 1.9 percent on 
a monthly basis to Shs. 3,654.6 billion at 
end June 2009. Annual private sector 
credit growth also slowed to 29.1 percent 
in June 2009 compared to 41.5 percent in 
May 2009, partly on account of liquidity 
supply constraints.  
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The stock of loans to Parastatals by the 
banking system also decreased by Shs. 
0.4 billion to Shs. 37.3 billion at the end 
of June 2009.  
 
Net foreign assets (NFA) of the banking 
system decreased by 6.9 percent from 
Shs. 6,130.5 billion to Shs. 5,708.7 billion 
between end May 2009 and end June 
2009, partly reflecting exchange rate 
movements. The Central banks’ foreign 
exchange reserves and commercial banks’ 
foreign assets remained broadly stable at 

about US$ 2.4 billion and US$ 0.6 billion, 
respectively by end Month.  
 
ii) Base money 
 
Base money contracted from Shs. 1,909.9 
billion at end June 2009 to Shs. 1,852.6 
billion at end July 2009. Commercial 
banks’ total reserves decreased by Shs. 
78.7 billion while Currency issued 
increased by 21.4 billion to Shs. 396.6 
billion and Shs. 1,456.0 billion, 
respectively over the review period.
 

 
 

V  KEY DEVELOPMENTS IN BALANCE OF PAYMENTS 
  
Official aid inflows (excluding project 
aid but including resources from the 
HIPC initiatives) amounted to US$ 51.9 
million in June 2009.  Net private sector 
transfer inflows were estimated at about 
US$ 55.4 million while service and 
income outflows exceeded inflows to a 
tune of US$ 142.1 million during the 
month under review.                                 
 
Official cash debt service (excluding IMF 
payments) was estimated at US$ 3.5 

million and there was no principal 
payment on IMF debt.    
 
By end-June 2009, the level of gross 
foreign reserves amounted to US$ 
2,442.1 million, lower by US$ 35.4 
million and US$ 242.4 million when 
compared to May 2009 and June 2008, 
respectively. The June 2009 reserve 
level was equivalent to 5.1 months of 
future imports of goods and services. 

 
VI COMMODITY SUB-SECTOR 

 
The economy continued registering a trade surplus in June 2009, driven largely by 
robust performance in the informal cross border trade (ICBT). Figure IV summarises 
performance of the trade account. 
 
i) Total exports 
 
Overall, export proceeds in the month of 
June 2009 increased relative to June 
2008 but declined by 3.2 percent relative 
to May 2009. Total exports amounted to 
US$ 333.3 million in June 2009, 49.1 
percent higher than the outturn of June 
2008, on account of increased 

performance in the Informal Cross 
Border Trade (ICBT).  ICBT exports 
(excluding fish exports to the region) 
more than doubled to US$ 219.1 million 
in June 2009 compared to June 2008.
 

 
 
 
 
ii) Coffee exports 
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As reported by Uganda Coffee 
Development Authority (UCDA), total 
coffee exports for the month of July 2009 
amounted to 265,927 (60Kg) bags worth 
US$ 23.4 million, representing a decrease 
of 18.2 percent and 44.3 percent in volume 
and value terms, respectively relative to 
the corresponding month in 2008. The 
July 2009 outturn however represents an 
improvement of 4.7 percent and 0.8 
percent in volume and value terms, 
respectively relative to June 2009. The 
average realised export price remained at 
the June 2009 level of US$ 1.5 per Kilo. 
On a cumulative basis, coffee exports for 

the ten months (October-July) of coffee 
year 2008/09 amounted to 2,597,707 (60 
Kg) bags worth US$ 249.4 million, 
representing a decrease of 2.8 percent and 
22.1 percent in volume and value terms, 
respectively relative to a similar period in 
the previous coffee year. The decline in 
value was mainly attributed to lower 
international commodity prices.  The farm 
gate price for Kiboko (dry cherries of 
Robusta) coffee averaged Shs. 1,000 per 
kilogram in July 2009 compared to Shs. 
1,100 in June 2009 while Fairly Average 
Quality (FAQ) coffee prices averaged Shs. 
2,100 per kilogram during July 2009. 

 
iii) Non–coffee exports 
 
There was a decline in the estimated 
earnings from formal non-coffee exports 
in June 2009 relative to the level of June 
2008. The total value of formal non-
coffee exports for June 2009 was 
estimated at US$ 91.0 million, 19.6 
percent less than the realized value in 
the corresponding month in the previous 
year, partly on account of lower 
international prices.  
 

On the other hand, the export earnings 
from informal cross border trade (ICBT) 
rose in June 2009 compared to June 
2008, due to continued robust regional 
demand for Ugandan products 
particularly industrial products whose 
proceeds increased to US$ 190.3 million 
in June 2009 from US$ 51.2 million in 
June 2008. The improved earnings were 
also due to increases in volumes. Table I 
shows the detailed performance of 
Uganda’s exports up to June 2009.   

   
Table I: Exports of merchandise (US$ Million) 
  Jun-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09 Jun-09 
                
Total Exports  223.60 238.51 260.62 325.67 316.87 344.34 333.29 

1. Coffee (Value) 35.60 30.47 31.20 23.94 19.08 20.26 23.21 
Volume ('000 60-Kg bags) 0.28 0.33 0.32 0.26 0.21 0.22 0.25 
Av. unit value 2.13 1.54 1.62 1.55 1.55 1.53 1.52 

2. Formal Non-Coffee exports 113.24 87.54 99.47 101.17 97.26 89.56 90.99 
Electricity 0.96 0.90 0.60 0.93 0.95 0.91 1.27 
Gold 8.19 1.08 1.79 2.17 0.78 2.07 1.98 
Cotton 3.06 1.95 4.87 4.87 2.80 2.18 0.60 
Tea 3.85 3.99 3.15 5.05 4.11 4.59 4.79 
Tobacco 5.64 2.78 7.58 5.72 2.61 4.40 3.15 
Fish & its prod. (excl. regional) 9.58 6.82 7.08 9.59 8.39 7.36 8.22 
Fish & its prod. (regional exports) 9.18 4.88 2.78 4.47 5.04 5.37 4.90 
Hides & skins 0.98 0.46 0.48 0.79 0.60 0.41 0.36 
Simsim 0.42 0.91 2.18 1.98 3.08 0.97 1.36 
Maize 1.47 3.33 3.83 3.50 2.57 3.13 2.15 
Beans 1.96 0.89 0.46 0.61 1.45 0.80 0.78 
Flowers 2.79 3.07 4.43 3.53 3.54 3.88 4.30 
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Oil re-exports 0.36 0.33 0.27 0.36 0.38 0.19 0.18 
Cobalt 2.01 0.95 0.95 0.95 0.95 0.95 1.46 
Others 62.80 55.19 59.04 56.64 60.01 52.37 55.49 

3. Informal Cross Border Exports (ICBT) less  
regional Fish exports 74.75 120.50 129.94 200.56 200.53 234.51 219.09 

Maize 3.46 1.51 2.74 4.01 2.95 3.18 4.11 
Beans 5.62 4.17 2.03 2.75 2.92 2.97 3.97 
Sugar 0.36 0.46 0.86 0.76 1.32 1.50 1.10 
Other grains 2.14 0.95 1.51 0.90 2.58 1.72 3.87 
Bananas 2.41 1.14 1.01 0.20 1.86 2.38 1.35 
Other agricultural commodities 9.41 7.65 6.89 11.30 17.57 17.67 14.08 
Industrial products 51.19 104.52 114.74 179.14 170.53 204.07 190.32 
Other products 0.17 0.09 0.16 1.52 0.80 1.01 0.29 
All figures reported f.o.b 
Source: Bank of Uganda 
 
iv) Imports 

 
Total imports amounted to US$ 314.3 
million in June 2009, 3.0 percent higher 
than the import bill of May 2009, on 
account of relative increase in demand 
for imports. The June 2009 import bill, 
however, was 5.3 percent lower than the 
import bill of June 2008, due to the 
relative lower international prices. 
 
Private sector imports amounted to US$ 
299.8 million in June 2009, 6.3 percent 
higher than the total private sector 
import bill in May 2009. The oil import 
bill of the private sector amounted to 
US$ 34.0 million, 4.2 percent more than 
that of May 2009, largely on account of 
increased international oil prices. 

The June 2009 private sector’s non-oil 
imports, such as machinery, vehicles 
and accessories, chemicals and related 
products, vegetable products, animal 
fats and oils and base metals and their 
products amounted to US$ 265.8 
million, 6.5 percent more than what was 
recorded in May 2009. Government 
imports amounted to US$ 14.5 million 
in June 2009, lower than US$ 23.0 
million recorded in May 2009. 
Government import bill of June 2009 
however represents an increase of 68.8 
percent compared to June 2008, mainly 
on account of project related imports. 
Table II summarises developments in 
imports of goods. 

 
Table II: Imports of goods (US$ Million) 

 June-
08 

Jan-09 Feb-09 Mar-09 Apr-09 May-09 June-
09 

Total Imports 331.77 307.48 333.66 354.80 280.18 305.12 314.28 
         
Government Imports 8.58 10.30 22.79 15.72 18.19 23.03* 14.48 
   Project 6.37 5.52 8.10 5.20 15.57 12.87 7.06 
   Non-Project 2.21 4.77 14.69 10.52 2.62 10.16 7.42 
         
Private Sector Imports 323.19 297.19 310.87 339.08 261.99 282.09 299.80 
   Oil imports 60.49 38.49 33.74 36.79 30.08 32.66 34.04 
   Non-oil imports 262.70 258.70 277.13 302.29 231.91 249.43 265.76 
 Note: All import figures are reported at f.o.b value  
          * Revised numbers 
    Source: Bank of Uganda
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Figure IV: Uganda’s Merchandise trade performance, June 2006 to June 2009 
 

    Source: Bank of Uganda
 
 

VII CONCLUDING REMARKS
 

There was continued macroeconomic 
stability during the period under review. 
The Bank of Uganda will continue to 

pursue policies aimed at consolidating 
its price stability objective and ensuring 
a safe and sound financial system.  
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