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Economic Snapshot H1, 2017 
Inflation overview – Headline inflation increased from 6.4% y-o-y in March to 6.8% y-o-y in April. Although average inflation is expected to rise 
in the 2017 calendar year, headline inflation will remain within reach of the Bank of Uganda’s (BoU) target of 5% y-o-y over the medium term. 
Changes in the central bank policy rate in 2017 is unlikely.  
 
Growth summary – Real GDP growth is expected to rise during 2017-2018 on the back of the increase in private and public sector 
investment. Higher coffee and gold production will drive exports whereas gains in private consumption will be tempered by rising inflation in 
the coming quarters as food and fuel prices rise.  
 
Economic policy – The Second National Development Plan (NDP II) 2015/16 – 2019/20 is part of a series of six such schemes aimed at 
achieving the Uganda Vision 2040. The goal of the current iteration is to propel the country towards middle income status by 2020 by 
strengthening the country’s competitiveness in order to achieve sustainable wealth creation, employment and inclusive growth. 
 

Trade & Investment SWOT 

Strengths Weaknesses 
There are no restrictions on capital movements in or out of the 
country, and no foreign exchange controls.  

High interest rates have squeezed credit limits on private sector 
investment and made borrowing unaffordable.  

The Uganda Investment Authority (UIA) helps investors navigate red 
tape and fast track permit and license procedures.  

Members of the East African Community (EAC) have failed to impose 
the Common External Tariffs (CET).  

Uganda permits 100% foreign ownership of companies.  Overall public expenditure is at a low base level, valued at 17.5% of 
GDP. 

The ruling party has not registered a single case of expropriation since 
coming to power in 1986.  

In total, companies have to pay an average of 25.2% of profits in tax, 
which is uncompetitive compared with the regional average of 18.4%. 

Opportunities Threats 
Public expenditure on transport and energy infrastructure will rise as 
the government leverages future oil and gas revenues.  

The sum value of imports outweighs national exports, leading to a 
heavy trade deficit for Uganda which threatens economic growth.  

Investment incentives include 10-year tax holidays, VAT deferments, 
tax deductions and exemptions, depreciation allowances, capital 
allowances and land allocations.  

Ongoing trade disputes between East African nations have resulted in 
the proliferation of tariff and non-tariff trade barriers.  

Uganda's five-year e-Governance Master Plan provides a framework 
for improved public services and increased transparency.  

The reformed Public Procurement Disposal of Public Assets Act gives 
priority to local tenders over foreign investors.  

Regional integration will improve as Uganda and the EAC strengthen 
ties, streamlining opportunities for regional economic growth such as 
through free trade, free movement of labour and shared visas. 

Transparency International reports high levels of corruption in the 
Ugandan public sector, particularly among the police and judiciary.  

 
Source: Business Monitor International (BMI) 
 

Mega trends 
Population 2017 Total: 41.66 million; female: 20.84 million; male: 20.82 million; age 0-14: 47.58% of total; age 15 +: 

52.42% of total; age 65+: 2.48% of total 

Population growth 
rate  2015 3.25% 

Life expectancy at 
birth 2014 Total: 58.47 years; female: 60.28 years; male: 56.74 years 

HIV/AIDS  2015 Total number of people living with HIV: 1.5 million; total adult prevalence: 7.1%; HIV/AIDS orphans (age 0-
17): 0.66 million 

Adult literacy rate  2015 Total population: 73.81%; female: 66.78%; male: 56.74% 

Urbanisation 2015 Urban population: 16.1% of total; annual urban population growth: 5.36%; rural population: 83.90% of total 

Population below 
$1.90 per day 
poverty line 

2012 10.29% 

Unemployment 
rate 2017 Total: 2.4%; female: 1.9%; male: 2.8%; youth (15 - 24): 4.2% 

Employment  2013 Agriculture: 71.9% of total; industry: 4.4% of total ; services: 20.2% of total 
Labour 
participation rate  2017 Total (ages 15+): 85.01% of total population 

Business 
languages 

n/a English 

Telephone & 
Internet users 2012 

Fixed telephone subscriptions: 0.33 million; wired internet subscriptions: 0.1 million; cell phone 
subscriptions: 20.22 million (2015) 

Sources: UNESCO Institute for Statistics, World Telecommunication/ICT indicator database, World Development Indicators, UNAIDS, International Labour 
Organisation 
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Human Development 
Index (HDI) 2015 

Index of Economic 
Freedom 2016 

Global 
Competitiveness Index 

(GCI) 2016 
Doing Business 2017 Corruption Perceptions 

Index 2016 

163rd 
out of 188 
countries 102nd 

out of 179 
countries 113th 

out of 148 
countries 115th 

out of 189 
countries 151st 

out of 177 
countries 

Source: Transparency International, Doing Business, World Economic Forum, UN Human Development Report, The Heritage Foundation  
 

Sovereign Risk Ratings 
S&P Global Ratings Fitch Ratings Moody’s Investors Service 

B/Stable B+/Stable B2/Stable 

 
S&P Global Ratings affirmed Uganda’s long-term foreign sovereign credit ratings at “B” in December 2016. S&P also affirmed that the 
outlook for Uganda is stable. Low GDP per capita and large fiscal deficits have prevented the rating agency from improving the sovereign’s 
rating. However, Uganda’s growth prospects are positive and they have large monetary policy flexibility, which has supported the country’s 
rating. S&P could lower the country’s ratings if their expectations regarding the economic impact of the public works or the government’s 
relations with official creditors do not hold. However, the ratings could be raised if the economic benefits of the infrastructure projects are 
higher than expected.  
 
Fitch Ratings affirmed Uganda’s long-term foreign currency Issuer Default Ratings (IDR) at “B+” with a stable outlook in August 2016. Real 
GDP growth forecasts looked promising and the development of the oil sector, which will bring first oil in 2020 or 2021, has been key rating 
drivers behind Fitch’s decision. The main factors that could trigger negative rating action include a significant weakening in public finances and 
debt sustainability, a widening of the current account deficit (and a decrease in long-term financing) and a weakening of the macroeconomic 
policy-making framework together with a reduction in medium term growth potential. The main factors that could trigger positive rating action 
include a narrowing of the current account deficit, strengthening of public finances and regulatory reforms to ensure an improved business 
environment and increased private sector development.  
 
Moody's Investors Services downgraded Uganda’s long-term issuer rating from “B1” to “B2” in November 2016. The rating agency also 
changed the outlook to stable from negative. This rating action was mainly due to “the sustained erosion of fiscal strength that has occurred 
since the rating was assigned in 2013”. The country’s debt burden has also risen significantly. The stable outlook reflects that Moody’s expects 
Uganda’s credit fundamentals to remain similar to peers at the “B2” level. A further downgrade in the short term is unlikely. If infrastructure 
investments are to generate growth and the debt trajectory is to stabilise then Uganda would be able to move back to a “B1” credit rating 
level. Even though a further downgrade is not likely at present, there are some factors that could place downward pressure on the rating. If, for 
any reason, “the banking sector would struggle to absorb new government bond issuance could adversely affect government liquidity” it could 
negatively affect the rating since the government is reliant on the domestic banking system for its financing needs. Also, social unrest could be 
a risk to economic stability and reduce the country’s future growth prospects.  
 

Quality of 
infrastructure 

Economic 
diversity 

Banking 
sector 

Continuity  
of economic 

policy 

GDP 
growth 

Fiscal / current 
account 
balances 

Foreign 
investment 

Socio-
economic 

development 

Forex 
reserves 

Low but 
improving 

Limited but 
improving 

Small Stable Healthy Structural twin 
deficits 

Large inward 
stock 

Low Upward trend 
over past year 

 

Macroeconomic overview 
Economic structure - The primary sector comprises both agriculture and fisheries. Farming activity produces the coffee, tea and cereals that 
are important for export revenues while plantains, cassava, sweet potato and maize are produced for domestic consumption. Agriculture is the 
biggest employer of the country’s labour force. Aquaculture and fishing in rivers and lakes (open water covers 15% of the country’s land area) 
yield catches for local and export needs. The secondary sector is made up of construction, manufacturing and mining. Manufacturing of light 
consumer goods and the production of beverages, electricity and cement is integral parts of the secondary sector in Uganda. The tertiary 
sector, which is the largest sector in Uganda, comprises largely of wholesale and retail trade as well as finance, real estate and business 
services. 53% of Uganda’s GDP is contributed by the services sector. The total contribution (direct and indirect) of travel and tourism to 
Uganda’s GDP was $1.8 billion in 2016, the equivalent of 6.6% of GDP. This proves that tourism is important for Uganda’s GDP and according 
to the World Travel and Tourism Council (WTTC) this figure is forecast to rise by 14.5% in 2017. 
 
 
 
 
 
 
 
 

Stock market Listed companies Liquidity Market capitalisation Largest sector Weekly trading volume 

Uganda Securities 
Exchange 17 Low 

$1.1 billion 
Source: African Alliance Financial services 

$76 000 
Source: African Alliance 

Capital market Level of development Liquidity Maturity range Municipal bonds Corporate bonds 

Yes Limited Low 91 days – 10 years No Yes 
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Source: World Bank: World Development Indicators 
 
Economic growth – Real GDP growth is expected to rise during 2017-2018. Uganda's economic growth is seen on an accelerating path, 
driven by the increase in private and public sector investment. Higher coffee and gold production will drive exports in the coming years 
whereas gains in private consumption will be tempered by rising inflation in the coming quarters as food and fuel prices rise. The increased 
inflation on food prices is due to a prolonged drought during 2016, while rising global oil prices added to fuel costs late last year. While rising 
inflation might temper economic gains in the early parts of 2017, the following year will see a (slightly) slower pace of inflation, and thus 
continued investment will see growth rise more quickly. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Sources: International Monetary Fund (IMF), United Nations Conference on Trade and Development (UNCTAD)  
 
Foreign investment – Policies, laws and regulations in Uganda is generally favourable towards foreign direct investment (FDI), especially since 
FDI is seen as a fundamental pillar of the country’s economy. Uganda is a highly liberalised economy, where all sectors are open for 
investment and there is free movement of capital to and from the country. The government is committed to improving the investment climate 
through a steady policy that reduces bureaucracy, streamlines the legal framework, fights corruption and stabilises the economy. According to 
a January 2017 report by BMI, Uganda had $10.9 billion of inward FDI stock in 2015, which amounts to almost 40% of GDP (the 3rd highest of 
the 11 East African countries). Some factors that hamper trade development in Uganda are poorly enforced legislation and corruption. 
However, the country’s geographical location gives it a strategic base to be a regional hub for trade and development, especially with regards 
to its pivotal trade partnerships that creates a viable market for business. Uganda aims to start exporting crude oil in 2020 with the completion 
of a pipeline through Tanzania. Crude oil production and exploration licenses could specifically accelerate FDI inflows. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Trade Map 
 
 
 
 

Main Exports: % share of total 2013 2014 2015 

Coffee & tea 21.5% 22.0% 21.1% 

Oil 6.4% 8.1% 6.6% 

Cereals 3.8% 4.3% 6.3% 

Fish 5.2% 6.0% 5.2% 

Main Imports: % share of total 2013 2014 2015 

Fuels 23.0% 23.8% 18.7% 

Vehicles 9.1% 9.0% 9.6% 

Machinery 7.6% 8.1% 8.7% 

Electrical eq. 6.7% 6.2% 7.7% 

Agriculture, 
26%

Industry, 
21%

Services, 
53%

Economic structure as % of GDP 2015
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External trade – The current account deficit will widen in 2017 and 2018 as the demand for capital imports weights on the trade balance. 
Capital imports are set to rise as government-led infrastructure investment gains momentum – this is set to continue until 2020. Furthermore, 
expected higher global oil prices also increase imports. Exports will continue on an upward trend but at a slower pace - export growth will not 
be enough to outpace import growth. The head of the Ugandan Coffee Development Authority expects yields to be strong in the first part of 
2017, but that adverse weather is a risk and might affect yields negatively later in the year - this will lead to yields not differing much from 
2016.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: IMF 
 
Fiscal policy – The budget deficit is expected to widen over the next two fiscal years due to the government’s increased expenditure on 
infrastructure projects. Development of oil, rail and hydropower projects, in addition to associated labour and administration costs, will cause 
fiscal spending to rise. Government revenues should grow at a steady pace as tax collection and administration improves, but this will 
nonetheless be insufficient to cover the rising expenditures. The resulting deficits will be funded by an increase in domestic borrowing, which 
will add to the growing public debt stockpile. The country's debt dynamics are sustainable over the medium term, but a growing reliance on 
domestic borrowing is having a crowding out effect on the private sector. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: IMF 
 
Monetary policy - Headline inflation increased from 6.4% y-o-y in March to 6.8% y-o-y in April. Although average inflation is expected to rise in 
the 2017 calendar year, headline inflation will remain within reach of the Bank of Uganda’s (BoU) target of 5% y-o-y over the medium term. The 
inflation rate is expected to decrease from an average of 6.3% in 2017 to 6% in 2018. Changes in the central bank policy rate in 2017 is 
unlikely. The BoU cut its interest rate by 50 basis points to 11% in April 2017, extending an easing cycle that began in April 2016. The central 
bank reduced interest rates by a total of 550 basis points over the past six meetings. After this monetary loosening, the BoU would likely wait 
for previous policy changes to take effect. 
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