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For years, East Africa’s financial story

has been dominated by scale: Kenya’s

_ deep capital markets, Ethiopia’s bold
forex reforms, and Rwanda’s rapid in-
stitutional experimentation.

Yet the Absa Africa-Financial Markets
Index released yesterday reveals a qui-
eter but more disruptive shift. Ugan-
da has emerged as East Africa’s strong-
est all-round performer, ranking fourth
overall in Africa, ahead of Kenya and

- Tanzania, and behind only South Afri-
€a,Mauritius,and Nigeria.

The rise reflects a combination of
macroeconomic stability, legal certain-
ty,and pohcy predlctablhty, attributes
investors in prizein an era of
global financial volatility. While sever-
al countries have pursued rapid liberal-
ization, Uganda has quietly built credi-
bility through consistency.

Within East Africa, Uganda now out-

performs its peers on overall financial

market guality. Kenya remains the re-
gion’s most liquid and sophisticated
capital market,But trails Uganda on
macroeconomic stability and legal en-
forceability.

Tanzania has made steady progress .

but continues to lag in transparen-
cy and market sophistication, while
Rwanda has advanced in ESG integra-
tion, but its financial ecosystem re-
mains comparatively narrow.

The index indicates that Uganda
ranks highly in Africa for macroeco-
nomic stability and transparency, and
has avoided boom-and-bust cycles,con-

tained inflation, and maintained fiscal

discipline.

This stability has been reinforced by
relative foreign exchange resilience at
a time when currency volatility has
emerged as a major risk facing inves-
tors across Africa. While Ethiopia and
Nigeria have implemented sweeping
currency reforms, Kenya has faced re-
serve pressure, and Egypt has under-
gone sharp devaluations; Uganda has
avoided forex shortages and shocks.

The index also highlights Uganda’s
institutional and legal strength, plac-
ing the country among Africa’s top per-
formers for legal standards.

It also notes that the launch of Trade-
Clear in 2024 has enabled repurchase
agreements and derivatives under in-
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ternationally recognised frameworks,
aligning Uganda’s markets more close-
ly with global norms.

Speaking at the launch of the index
in Kampala, Secretary to the Treasury
Ramathan Ggoobi said Uganda’s im-
proved ranking reflects deliberate pol-
icy choices, but warned that structural
weaknesses remain.

“To move Uganda further up the in-
dex and deepen our markets, we [need]
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to expand long-term debt and equity fi-
nancing for small and medium enter-
prises, attract venture capital, and low-
er collateral,”he said, noting that when
the index was first published in 2018,
Uganda ranked 10th with a score of 50.

Since then, he noted, improvements
in these areas have lifted the country
into the top tier of African markets.

Absa acting head of financial markets,
Catherine Kijjaggulwe, said Uganda re-
corded notable gains in domestic inves-
tor participation, particularly through
pension funds.

The country’s score on the domes-
tic investor pillar rose by seven points,
driven by increased pension fund in-
vestment in locally listed assets, al-
though she noted that significant room
for improvement remains.

NSSF deputy managing director Ger-
ald Paul Kasaato said the pension sec-
tor has grown rapidly, with NSSF’s port-
folio now standing at Shs28.8 trillion
and membership at 3.4 million, though
only about 800,000 members are active
contributors.

Low capital markets participation

However, he acknowledged that the
capital market remains small, limiting
meaningful participation by pension
funds and other institutional investors.

Despite Uganda’s strengths, the index
notes that market depth and liquidi-
ty remain shallow; listings are limited,
and secondary market activity is thin,
well behind Kenya and far below Afri-| )
ca’s heavyweights such as South Africa
and Mauritius. -

As a result, Uganda attracts conserv-
ative capital such as development fi-
nance institutions, sovereign investors,
and long-term bondholders, but strug-
gles to draw equity investors, venture
capital, and higher-risk portfolio flows.

Thus, the challenge remains in con-
verting stability into deeper, broader,
and scalable markets that support long-

term growth.

S T RS,




