
tt ' 
10 - -- -

_ Nedbank officials in Uganda over NCBA deal: 
Nedbank and NCBA Group officials on Tuesday visited Bank 
of Uganda Governor Atingi-Ego to discuss Nedbank's proposed 
acquisition of a 66 percent stake in NCBA, pending regulatory 
approval. The meeting, Bank of Uganda said, highlighted the 
role of strong oversight in maintaining financial stability and 
supporting sustainable economic ~ctivity in Uganda. 
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At first glance, inflation appears well 
contained. Uganda Bureau of Statistics 
(Ubos) data shows that core inflation 
eased slightly to 2.9 percent in March 

. from 3 percent in February, while over­
all price pressures remain modest. 

Food crop inflation slowed to 1 per­
cent from 1.8 percent, helping to an­
chor headline,inflation at low levels. 
This has reinforced the view that infla­
tion.is under control, for now. Inflation 
remains under Bank of Uganda's 5 per­
cent target.Howev~ beneath the stable 
readings, the forward·looking picture is 
beginning to shift. 

Food is holding inflation down 
The main stabilizing force at the mo­

ment is food. Ubos data shows thatfood 
crop inflation at 1 percent year-on-year . 
reflects declines in several key items. 
Fresh milk prices fell by 4 percent, paS: 
sion fruits by 4.7 percent, and pineap­
ples by 0.7 percent, all contnbuting to 
softer food inflation. As a result,month­
ly food inflation remained subdued 
at around oJ -percent in March, down 
from OA ~ent in February. 

This has helped offset brQader cost 
pressures across the economy. 

But this support is starting to' weaken. 
Some food items are already revers­

ing course. Thmatoes rose to 6.6 percent 
from 3 percent,Irish potatoes to 5.2 per­
cent from 2.4 percent, and watermel­
ons surged to 12.9 percent fromjust 2.1 
percent, partly due to higher transport 
costs. 

Energy pressures are building 
The more important story for the out­

look lies in energy and external pres­
sures. Ubos data shows that energy,fuel, 
and utilitieS inflation accelerated to 4.1 
percent in March from 2.7 percent in 
February,rnarking a clear upward shift. 
Within this category, solid fuels infla­

tion rose to 10.5 percent from 7.3 per-
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Loan approvals fell sharply in January 
20i6 to one of the lowest levels in five 
years, underscoring growing caution 
among commercial banks despite a 
modest increase in private sector crediL 

The Ministry of Finance's March Per­
formance of the Economy Report, 
shows that only Shsl.11 trillion out of 
ShS2.84 trillion in loan applications 
was approved, translating into an ap- . 
proval rate of39.2 percent, down signif­
icantly from 73 percent in December. 

The drop reflects heightened risk 
aversion among lenders, with banks 

. scaling back exposure to ~Q.rs SllCij,a§ 
trade, manufacturing, and agriculture. 
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Rising fuel prices are emerging as the key inflation risk, with higher p~trol and diesel costs beginning to feed into transport, production, and · 
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cent, driven by charcoal, which in­
creased by 16.2 percent, and firewood 
at 8.1 percent. At the same time, liquid 
fuels also picked up,With petrol rising 
to 4.4 percent from 3.4 percent and die­
sel increasing to 3 percent from 0.8 per-
cenL . 

These are still early-stage pressures, 
but they are significant because en­
ergy costs feed directly into transport, 
production, and distribution across the 
economy. 

Oil and the dollar are adding pressure 
External developments ~ reinforc­

ing these domestic trends. 
Ubos data shows that global crude oil 

prices increased by nearly 40 percent 
between February and March, while 
liquefied natural gas prices rose sharp­
ly and fertilizer prices increased by 
close to 50 percent. Th~ increases are 
already feeding into Uganda's import 
bill and local fuel pricing. 

At·the same time, exchange rate dy-

Key drivers -

~4.1% 
Ubos data shows that energy. fuel, and 
utilities inflation accelerated to 4.1 
percent In March from 2.7 percent in 
February, marking a clear upward shift. 

1% 
Food crop inflation slowed to 1 percent 
from 1.8 percent, helping to anchor 
headline Inflation at low levels. 

namics are adding further strain. The 
shilling has remained under pressure, 
opening at around Shs3, 751.41, weak­
eningto about Shs3,760 on Tuesday; be-

Loan approvals decline 
to lowest levels in years 
The stance comes even as total private 

sector credit rose slightly by Shs81.24 
billion to Shs25.41 trillion in January, 
up from Shs25.35 trillion in DecembeI: 

However, the growth, at just 0.3 per­
cent, was notably slower than the 1.3 
percent recorded a month earlier, 
pointing to weakening credit demand. 

Tne marginal increase was driven 
by shilling-deno~ated Joans; which 
grew from Shs17.71 trillion to Shs17.82 
trillion, while foreign currency-denom­
iIJa!e~ cre9it decJ.!l!~<J to S_hs7.61!I:iJ-. 
lion from Shs7.64 trillion, largely due to 

reduced foreign currency deposits. 

Households dominate 
Even as approvals declined, person­

al and household loans took a larger 
share of the credit, accounting for 41.4 
percent of total approvals, up from 23.8 
percent in December. Other sectors 
that received funding included con­
Struction and real estate (15.2 percent), 
trade (13.2 percent), social services (11 
percent), and agriculture (9 percent),al­
t4o'lgh we.IallI~9ing tQ p)"Od1.!c9V~ 
sectors remained subdued 

fore recovering slightly to Shs3,747.62 
on Wednesday. This follows a more sta­
ble position below Shs3,GoO in January. 

The trend reflects sustained demand 
for dollars, particularly from importers 
such as fuel dealers. A weaker shilling 
raises the local cost ofimports,reinforc­
ing inflation through fuel and other 
imported goods. 

Two opposing forces 
Inflation is currently being shaped by 

two opposing dynamics. 
On one side, food price moderation 

is keeping overall inflation contained. 
On the other, rising energy costs, in­
creasing fuel prices, and exchange rate 
weakness are building upward pres­
sure. For now, the stabilizing forces re­
main stronger, but the balance is grad-. 
ually shifting. 

The likely path 
In the near term, inflation is expect-

BorTowing costs rise 
The tighter lending environment was 

accompanied by rising borrowing costs. 
The average lending rate on shilling-de­
nominated loans increased to 18.33 
percent in January from 18 percent in 
December, reflecting higher perceived 
risks, especially among agricultural 
borrowers. Meanwhile,lending rates on 
foreign currency loans eased slightly to 
7.21 percent from 7.32 percent. 

Policy response 
The Monetary Policy Committee 

maintained the Central Bank Rate at 
9.75 percent in February 2026, balanc­
ing the need to support economic ac­
tivity while keeping inflation near the 
5percent~. _ . • 

At the same time, the Central Bank 
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