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Offshore investors 
rattle bond market 

11 

BusineSs 
Dailyo 

Global shocks expose Uganda's reliance on foreign capital, as offshore investors retreat, 'veakening shilling and pushing yields higher. 

Money markets. I 
DEOGRATIUSWAMALA '. 

w~ are now in the second week of a crip­
plingwar,andasalways,In.aIXetshavere­
coiled before they fully.understand the 
battlefield. ' ~ ' . .. . 

Energy prices are rising,inflation fears 
are resurfacing, and investors are re­
assessing how far central banks might 
tighten policy. 

The result is familiar: stocks wobble, 
bonds sell off; and caution takes over. 

In Uganda, the first crack appears in the 
currency. The shilling has come under 
pressure, weakening against the dollar as 
investors retreat from risk. 

The shift follows the recent US-Israel 
strikes on Iran, which have triggered a 
broader flight to safety. 
. OffShore investors, who had been active 
buyers of Ugandan governmentdeb4 are 
nowtrimming positions,converting shil­
lings ~to dollars and adding strajllon 
the local unit. . 

By yesterday, the shilling was trad­
ing around Shs3,766 per dollar, further 
weakening from its earlier position. 

Even briefmoments of dollar weakness 
have not reversed the trend. 

Bank of Uganda has not stood still. 
'Through liquiditytightenirig operations, 
includjng a seven-day mop-up repo and 
Treasury bill auctions, it has sought to 
stabilise the market, pulling roughly 
Shsl.07 trillion out of circulation in a sin­
gle operation last week. 

It is a familiar playbook, but one-that 
must now contend with forces far be­
yond domestic control. 

This matters because Uganda has be­
come increasingly reliant on foreign in­
vestors. At one point last year, they held 
nearly $3b in government securities, 
about half of the country's foreign ex­
change reserves. 

Their presence brought liquidity. Now, 
that same money is turning cautious. 

The bond market is already reflecting 
that shift. Earlier in the year, the 25-year 
bond had been on a steady rally. It was a 
quiet vote of confidence in the marke4 
but then the war intervened. 

Whereas yields had been declining, 
they have since climbed, with long-term 

Insurance. I 
RACHEAL NABISUBI 

The shift to a digital motor third-party 
insurance system is being promoted as a 
game-changer, but beneath the promise 
of efficiency lies a stark reality: the major­
ity of vehicles on Ugandan roads remain 
uninsured. 

Recent 2025 industry data paints a trou­
bling picture. Out of more than two mil­
lion vehicles nationwide, only 577,000 are 
insured. This translates to just about 29 
percent compliance, leaving over 70 per­
cent, approximately 1.4 million vehicles, 
operating illegally without mandatory 
cover. 

For a product required by law, the gap is 
not just wide,it is systemic. . . . 
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bonds returning to earlier levels. 
Just as Bank of Uganda was beginning 

to succeed in lowering bo~g costs, 
events thousands of miles away reset the 
narratiVe. 

/ Global market tensions are pushing 
yields upward, even as Uganda's macro­
economic fundamentals remain broadly 
supportive. Inflation stood at just 2.9 per­
cent in February,low ana well contained, 
which would ordinarily create room for 
lower interest rates and support eco­
nomic activity. 

At the start of 2026, that was the direc­
tion of travel. Yields declined across the 
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Shs3,766 
By yesterday, the shilling was trading 
around Shs3,766 per dollar, f.urther 
weakening from its earlier position. 

$3b 

The shilling has 
come under 
renewed pres­
sure as offshore 
investors exit 
local markets, 
driving demand 
for dollars higher 
and exposing 
the currency's 
vulnerability 
to global risk 
sentiment shifts. 
PHOTO/FILE 

, curve as foreign investors returned af­
ter the elections,in~asing demand for 
government securities and lowering bor-
rowing costs. . 

At one point last year, offshore 
investors held nearly $3b in 
government securities, about half of the 
country's foreign exchange reserves. 

That momentum, however, has re-

Over 70% of vehicles uninsured 
Motorcycles, which dominate Uganda's 

transport landscape, illustrate the crisis 
most clearly. . 

Despite estimates of nearly two million 
boda bodas nationwide, only 88,000 are 
insured, barely 4 percent coverage. 

Even more concerning, uptake is declin­
ing: from 115,000 insured motorcycles in 
2023 to 88,000 in 2025, marking a 24 per­
cent drop over two years, including a 14 
peri:ent decline in the last year alone. 

Commercial vehicles are not much bet­
ter. Only 135,000 policies are active in a 
sector that carries millions of passengers 
daily. 

Digitisation was meant to close this 
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gap, allowing motorists to pay via mobile 
money or online platforms and instantly 
receive digital stickers. 

Slowing progress 
On paper, the system promised transpar­

ency and efficiency. But in practice, rollout 
challenges are slowing progress. ' 

Network fuilures,limited awareness, and 
inconsistent enforcement have weakened 
adoption, while, in some cases, traffic of­
ficers are unfamiliar with the digital ver- . 
ificationprocess. 

Regulators also point to fraud as a ma­
jor contributor to the compliance gap. in­
surance Regulatory Authority (IRA) notes 
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that many vehicles display fake or unver­
ifiable stickers, meaning actual insurance 
coverage may be even lower than report­
ed. Despite low uptake, motor third-par­
ty insurance remains a strong revenue 
stream for government. In 2025 alone, 
it generated over ShS20b in taxes, about 
Shs1.7b~month. 

Industry leaders argue that technology 
alone will not fix the problem. The legal 
framework itself is outdated. The current 
law, enacted in 1989, caps compensation 
at Shslm per victim, an amount now too 
low to cover basic medical costs. 

"The law no longer reflects economic re­
alities," says Uganda Insurers Association 
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.versed.As geopolitical tensions escalat­
ed, offshore irivestors reduced exposure 
to Ugandan securities by selling bonds, 
which forced prices to fall and, in turn, 
pushed up interest rates. 

The result is upward pressure on yields 
across the curve, even in an otherwise 
stable macro environment 

"Obviously, at this point we do not know 
'how long the impact of the war is go­
ing to last, but clearly this is an evolving 
space,"says Grace Semakula, the SBG Se­
curities chief executive. 

He notes that the biggest risk now is 
what happens to inflation, which is pro­
jected to"rise by between Qne to three or 
even four percent". 

This has disrupted earlier expecta­
tions that interest rates would ease fol­
lowing the elections. While the political 
cycle had pointed to improved stability 
and fiscal discipline, global risk has tak­
en precedence. 

Even so, the medium- to long-term out­
look remains constructive. As oil exports 
come on stream, the fiscal deficit is ex­
pected to narrow, reducing borrowing 
pressures and creating room for yields to 
ease more sustainably. 

Christopher Legilisho, a Standard Bank 
Group economist, says that with elec­
tions now behind us, this has set the 
stage for the next five years, but the envi­
ronment now appears uncertain. 

2025 marked a structural change in 
Uganda's debt market: the extension of 
the yield curve, with governmen4 in Au­
gust, issuing its first-ever 25-year bond 
that sought to lengthen the maturitypro­
file of public debt aI?-d ease refinancing 
pressures. 

By pushing obligations Kmther into the 
future, authorities created more flexibili­
tyin cash flows. "-

At issuance, pricing was tightly man­
aged, but secondary-market yields lat­
er rose as sentiment shifted. Across the 
curve, 2025 revealed divergence, with 
short-term rates rising sharply while 
long-term movements remained more 
contained. 

At the sanie time, market participation 
broadened. Retail activity increased no­
tably,signalling a deepening domestic in­
vestor base and growing confidenc~ in 
government securities. . 

chief executive officer Jonan Kisakye. 
Low compensation, he argues, discour­

ages motorists from seeing value in the 
product 

However, reforms are underway. Pro­
posed amendments include higher com­
pensation limits, revised premiums, and 
mandatory inclusion of government ve­
hicles,currently exempt. 

The industry's immediate goal is to dou­
ble compliance to at least one million in­
sured vehicles, which would still leave 
nearly half of Uganda's vehicles unin-
&lied. . 

Motor third-party insurance-was-de-­
signed as a social protection tool for pe­
destrians, passengers, and victims of road 
accidents. But until compliance improves 
significantly, that protection remains out 
of reach for the Iruijority. 
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