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James Mwangi b~ Shs2.6b bonus after 
Equity's recor~ profit: Equity Group CEO James . 
Mwangi has been awarded a ShS2.6 billion (Ksh90.8 million) 
bonus after leading the lender to a record profit in the year 
ended December 2025, lifting his total compensation to Shs7.9 
billion (Ksh275.7 million). The payout came as Equity's net 
profit rose 54.6 percent to ShS2.07 trillion (Ksh 71.9 billion). 
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Bond market l1ushes back on lower rates 
Markets. I 
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DEOGRATIUSWAMALA 

The~entbeha~ourofUgandasbond 
market suggested a gentle easing in in-

. terest rates. 
. With inflation subdued below the five 
percent policy benchmark and politi­
cal pressures fading, yields appeared to 
be mowglower,in line with the prefer­
ences of Bank ofUganda. 

That alignment is beginningto fray. 
In the secondary market, the bench­

mark lo-year government bond is now 
trading at about 15.5 percent, up from 
14.5 percent at the February auction. 

The 2o-year "has edged closer to 16 per­
cent, well above its ~~nt primary mar" 
ket levels. These are consistent, and in 
fixed income, consistency tends to mat­
termore than magnitude .. 

Yields rarely move higher without 
cause. 

From premium to pressure 
The February auction offers a clear 

snapshot of where the market stood. 
The lo-year bond cleared at a yield of 

14.5 percent, even as it carried a cou­
pon of 16.25 percent. That difference 
mattered. It meant the bond.was offer­
ing an income stream above prevailing 
market rates. 

Investors competed for it. D~mand 
tightened, prices were pushed higher, 
and the bond was issued at a premium 
of about 13 percent. In effect, investors 
paid more upfront to secure that higher 
stream of income over time. 

But such pricing rests on an assump­
tion that yields will remain stable, or 
fall further. 

Once that expectation begins to shift, 
the logic starts to unwind. The premi­
um compresses, pricing adjusts,and the 
market begins to recalibrate. That re­
calibration is now underway. 

The signal 
Currently, that same lo-year bond is 

trading closer tl? 15.5 percent, while the 
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East African economies are edging to­
wards a debt trap, driven by growingre­
liance on expensive commercial bor­
rowmg, including bank loans and Eu­
rcibonds,.a Il,e\y. report warns. 

The niPJlrt by UK-based Gatsby Afri­
ca S<rfS rising debt ~ce costs over the 
past 15 years are constraining the re­
gion's ability to finance development. .. 

"Higher repayments are reducing in­
vestment in essential sectors such as 
health and education and crowding 
out private sector access to credit,"says 
the report, East Africa: Trends Report 
- Projecting the Future, dated January 
2.026. 

ket that has already adjusted its expec­
tations. 

For the lo-year bond, yields are likely 
to come in between 15 percent and 16 
percent. That still sits below the 16.25 
percent coupon, so the bond should 
continue to price at a premium. 

But that premium will be thinner 
than before, reflecting a narrowing gap 
between what the bond pays and what 
the market now requires. 

The 2o-year bond sits on a different 
edge. With a coupon of about 15 percent 
and secondary market yields already 
around 16 percent,it is mo~-closerto 
a point where the premi\.UIl disappears 
altogether. Depending on how the auc­
tion clears, pricing could settle near par, 
or slip into a discount. 

A man counts dollars. By the time bonds return to auction, much of the repricing has already happened. PHOTO/ MICHAEL 
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It is a small shift in mechanics, but an 
important one in meaning, reflecting 
that the market is mowg from pric­
ing driven by excess demand to pricing 
shaped by balance. 

Policyversusma,rket 

2o-year has moved to around 16 per­
cent. What has changed is not just the 
level of yields, but the expectations be­
hind them. 

Investors are no longer pricing bonds 
on the assumption that rates will keep 
drifting lower. Instead, they are begin­
ning to factor in a different possibili­
ty that yields may rise, or at least stay 
higher for longer. 

Thp.t shift is significant because the 
secondary market is where ~ews are 
formed and tested in real time.It is not 
reactive; it leads. By the time bonds re­
turn to auction, much ofth~repricing 
has already happened 

And at the moment, that repricing 
points in one ~on.Investors want 
to be paid more. 

Why? 
There is no single cause. What is 

emerging is the result of several pres­
sures interacting at once. 

Start with the external environment. 
A month into the Iran conflict, global 

Interest rates 

15.5% 
~urrently, the benchmark 10-year 
government bond Is now trading at 
about 15.5 percent, up from 14.5 
percent at the February auction. 

1e>1o 
The 2a-year bond has edged closer to 
16 percent, well above Its recent 
primary market levels 

capital has turned more cautious.Fron­
tier markets like Uganda do not need 
~ exposure to feel the effect. 

When investors reassess risk global­
ly, they adjust pricing broadly, and that 
adjustment often comes through high­
errequired yields. 

Then there is the domestic picture. 
Government financing needs have 
not eased. The state remains a steady 
presence in the market, competing for 
available liquidity. 
'That persistent demand for funds 

places a floor under interest rates, as in­
vestors price in the expectation of con­
tinued supply. 

The third factor is that liquidity has 
become more selective. Capital is still 
avirilable, but it is being deployed with 
greater care. And when money be­
comes more discerning, it rarely moves 
cheaply. 

Taken together, these forces are not 
dramatic on their own. But in combi­
nation, they point in a ~on of up­
ward pressure on yields. 

Where this gets tested 
The April 15 auction will reveal how 

far the current one has already gone. 
When the Bank of Uganda returns 

with reopened three-year, lo-year and 
2o-year bonds, it will be meeting a mar-

The Bank of Uganda has been work­
ing to guide interest rates lower, to sup­
port economic conditions and partly to 
manage the government's cost ofbor­
rowing. That effort has relied not just 
on policy signals, but on market coop­
eration. 

As secondary market yields rise, the 
Central Bank faces a narrowing set of 
choices. It can accept highE'I Yields, al­
lowing borrowing costs to adjust up­
ward in line with market conditions. 

Or it can reject higher bids at auction, 
limiting supply in an effort to contain 
rates. But rejecting bids does not elim­
inate demand for higher returns. It on­
ly postpones it. And the longer that gap 
persists, the more pressure builds in the 
system. 

For investors, this is no longer a mar­
ketmo~neatlyinone ~on. 

The earlier phase, when falling yields 
lifted bond prices and made allocation 
decisions relatively straightforward, is 
giWg Way to something more contest­
ed. Timing matters more. So do expec­
tations. 

East Africa's rising debt squeezes businesses 
Private borrowing by governments 

expanded sharply between 2009 and 
2023 with bond issuances rising to 16.8 
'percent of total debt, while commer­
cial bank loans accounted for 14.1 per­
cent, "reflecting a shift towards costli­
er, short-term instruments such as Eu­
robonds". 

Simultaneously; concessional financ­
ing declined. Multilateral debt fell from 
over 50 percent of total external public 
and publicly guaranteed debt to 42.1 
percent, while bilateral debt dropped 
from about 40 pe."Cent to 24.2 percent. 

"This shift has replaced concessional 
finance with more expensive borrow-

ing, increasing interest costs and refi­
nancrng pressures,"the report says. 

"The consequences are now visible 
in fiscal spenOing. Debt serncing ex­
ceeds spending on social sectors such 
as health and education, diverting re­
sources from human capital and long 
term'growth investment." 

The impact is visible in public spend­
ing. In Kenya, 68 percent of total reve­
nue is used for debt sernce. Commer­
cial banks are buying government se­
curities instead of lending to business­
es, holding 36.7 percent of domestic 
debt instruments as of the week ending 
March 26, according to the Central Bank 

of Kenya data. ment operations, urging states to prior-
"This reduces credit available to the itise investments with clear economic 

private sector. Low dom~tic revenue returns,includingjob creation. 
mobilisation deepens theSe pressures. "Public debt can support faster"~ 
Tax-to-GDP ratio~ across Kenya, Vgan- growth when it funds infrastructure 
da, Tanzania and Rwanda.~se from,. and productive sectors that expand 
12-16 percent, cOqlpared with a global competitiveness, rather thail ~nt 
average of34 percent,"the report says. costs or projects with limited economic 

Without stronger revenue genera- impact,"the report says. 
tion and improved debt management, "Large infrastructure projects - such 
the region risks a cycle of rising debt as railways or strategic road networks 
costs, shrinking fiscal space and slow- - should reduce logistics costs, support 
er growth. trade and ease maintenance burdens. 

The report cautions against borrow- ' When these returns do not materialise, 
ing to finance recurrent eXpenditure ' high public borrowing raises financing 
such as public sector wages and govern- ' foStS fot'til'e priVate Sector". . oS ". 
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