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Foreword

The ugandan economy has fully recovered from the effects of the Covid
pandemic and other economic shocks. In financiar year z02s/2l, the
economy is estimated to have expanded by 6.4 percent. This growth
momentum was last recorded in the pre-pandemic period. Going
forward' the country is entering a new phase of economic transformation
characterized by accelerated economic growth, commencement of oil
production, and implementation of the ten-fold growth strategy.

The Charter for Fiscal Responsibility for the period Fy 2026 / 2T _ pt
2030/31' provides the fiscal anchor that will guide Govemment,s fiscal
policies and budget decisions that to support the achievement of our goal
of socioeconomic transformation while maintaining macroeconomic
stability and debt sustainability. During the Charter period, Government
will be implementing the fourth National Deveropment pran (NDp IV)
alongside the ten-fold growth strategy with the objective of expanding the
economy from the current usD 6g.34billion to more than usD 500 billion
by 2040' The major focus areas will be agro-industrializatiory tourism,
mineral development, and science, technology & innovatioru supported
by investments in key enabrers such as infrastrucfure, security, and
human capital development.

Uganda's economic fundamentals remain robust. Inflation remains low
and stable despite global uncertainties associated with geopolitical
tensions and trade wars. In Fy 202s/26, annuar headrine inflation
averaged at 3'3 percent, which is within the policy target of the Central
Bank. The ugandan shiling is stable owing to steady foreign exchange



inflow from exports, foreign direct investments, portfolio investments
and remittances. During the financial year, Uganda record.ed the highest
merchandise exports ever for any fiscal year. The value of merchandise
exports during FY 202s/25 totared usD Li,7sg.srmiliory up from usD
'i,0,75'1,.63 billion recorded for the Fy ZOZ4/ZS.

The financial sector is stable, and financing conditions are starting to ease,
making it easier for the private sector to access credit that is necessary for
investment and growth. During the just concluded financial year, credit
to the private sector soared, with the stock of private sector credit growing
by 1,5 percent to Shs 27 ,ZgZ .gg billion.

With the above core positive macroeconomic fundamentals, the focus of
the third Charter for Fiscal Responsibility is to ensure that our fiscal
strategies accelerate the rate of economic growth without compromising
fiscal and debt sustainability. Government will therefore focus on
accelerating domestic revenue mobilization efforts, prudent management
and utilization of revenues from petroleum resources, and ensuring
effectiveness and efficiency of pubric expenditure.

Ramathan goobi
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L. Introduction
'1"'1' This Economic and Fiscar update is prepared in accord.ance with

the requirements of section 4 (1) (b) of the pubric Finance

Management Act (PFMA) Cap 171. It is submitted along with the
third Charter for Fiscar Responsibility for the period Fy 2026 / 27 _

FY 2030/31,.

1"2 The Update provides background information on the fiscal and
economic performance upon which the third Charter has been
prepared
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2. Real Sector
Economic Growth

2.1, uganda's economy remained resilient in Fy 2o2s/26, regtrstering

stronger growth despite heightened global uncertainty and
supply-chain disruptions associated with ongoing geoporiticar
tensions.

2.2 Preliminary estimates from Uganda Bureau of statistics (uBos)
indicate that the size of the economy increased to shs 250,M7
billion in Fy 202s/26, up from shs z2z,g75 billion registered in Fy
2024/25. Rear GDp growth increased to 6.4percent in Fy zoz5/20
compared to 6.3 percent the previous year. This was mainly on
account of stronger aggregate demand, investment activity and
higher exports, reflected in the growth of agriculture, industry and
services sectors of the economy.

2.3 All sectors of the economy registered growth in Fy zo2s/26.The
agriculture, forestry, and fishing sector expanded by 6.5 percent,
accounting for 26.2percent of GDp. The industry sector expanded
by S.apercent, contribu trngz4.l.percent of GDp, whire the services
sector grew by 5.5 percent and remained the largest contributor to
economic output, accounting for 42.7 percent to total GDp. Taxes
on products were equivalent to 7.5 percent.
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Figure 1.: Real GDp Growth rates
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2'4 The serwices sector grew by 5.5 percent from 5.4 percent registered
the previous financial year, on account of increased wholesale and
retail trade for manufactured goods. Other services like hotel and
food, finance & insurance and real estate activities also registered
growth due to higher trade flows and increased demand. In
additiory Administrative & support services and pubric

Administration also registered growth on account of increased
private sector activity and public service derivery.

2.5 The industry sector grew modestly at G.4 percent in Fy 2o2s/26
from 6.9 percent the previous financial year, supported by strong
performance in construction activities and electricity production as

well as growth in the manufacfuring subsector. Increased private
and public construction works contributed to growth in the

s/25
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construction subsector while higher power generation for
industrial use boosted erectricity sector growth.

2'6 The agriculture, forestry, and fishing sector also registered modest
growth of 6.5 percent from 6.9 percent driven by increased

production of food crops, cash crops, rivestock and fish. This was
supported by favorabre weather conditions, improved water for
irrigation and continued government support through affordable
financing, leading to increased production and productivity
within the sector.

Annual Inflation

2.7 Annual headline inflation remained subdued and berow the
Central Bank's 5.0 percent target, averaging 3.3 percent in
FY2025/26 down from 3.5 percent in Fyzoz4/2s. This slight
moderation was supported by the decline in core inflation from 3.9
percent to 3.4 percent over this period. The low and stable inflation
reflected the effectiveness of prudent monetary and fiscal policies
in containing domestic price pressures, even as global energy
prices remained elevated amid escalated. geopolitical tensions
from the Middle East.

2'8 On the other hand, annual food crops and related items inflation
increased from an average of 0.5 percent in wz0z4/2s to 2.9

percent in FY2025/26, partly driven by increased transportation
costs which have a feed-through effect on finar prices for

4
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29 Similarly, annual energy fuels and utilities inflation also increased,
rising from r..8 percent to 2.2 percent over this period. This
reflected higher costs associated with liquid fuels particularly
petrol and diesel , which were influenced by movements in
international oil prices during the financiar year.

2]0 Rising global fuel prices during the fiscal year exerted. pressure on
mainly the cost of transportation and productiory thus causing
price increases for other goods. The figure below shows a
breakdown of average infration by sub-component over the two
years under review.

Figure
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3. Financial Sector
Exchange Rate

3'1 ln the foreign exchange market, the shilling strengthened against
major trading currencies for most of financial year 2025/26. The
shilling traded at an average midrate of shs g,61o.4oper us Dorlar
in FY 2025/26 which translates to a L.8 percent appreciation when
compared to the average midrate of shs 3,676.24per uS Dolrar in
FY 2024/2s. simirarry, the shiling appreciated by 5.0 percent
against the Euro and 1.g percent against the British pound,
between the two financial years.

3.2 The strengthening of the shiling was rargely supported by strong
foreign exchange inflows from commodity exporters, remittances
as well as portfolio and foreign direct investments, which more
than offset demand from importers and corporate entities.

Figure 3: Exchange Rate against the US Dollarl
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3.4

3.5

Interest Rates

The weighted average lending rate on shiling-denominated credit
increased marginaly to an average of rg.4gpercent in Fy 202s/26
from 18.15 percent in FY 2024/25. The increase reflected the
relatively slow adjustment of rending rates to improving
conditions in the financial markets. However, Iending rates
registered significant declines towards the end of the financial
year, supported by lower funding costs and improvements in asset
quality, as reflected in the decrine in non-performing roans.
on the other hand, the weighted average rending rate on foreign
currency-denominated credit declined from an average of g.59

percent in FY 2024/2s to 7.6 percent in Fy 2o2s/26. The decrine
reflected easing lending conditions and improvements in asset
quality, despite a modest increase in foreign currency deposit
rates. Consequently, the spread between foreign currency lending
and time deposit rates narrowed, supporting stronger growth in
foreign currency-denominated credit.

Private Sector Credit

The stock of outstanding private sector credit expanded by 1d.0
percent during the financiar year to shs 27,T3T.g3bilrion at the end
of FY 2025/26 from shs 23,901.94 biflion at the end of Fy 2024/zs.
The growth in private sector credit was supported by improved
economic activity, declining non-performing loans, low irrflation
and relative exchange-rate stability. These conditions strengthened
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3.5

banks' capacity and willingness to extend credit while supporting
demand for credit by the private sector.

On a sectoral basis, personal and household loans accounted for
the largest share of private sector credit at zs.4 percent of totar
credit. This was followed by building, mor tgage,construction and
real estate activities at LZ.s percent; trade at 14.4 percent;
manufacturing at12.6 percen! and agriculture ati.ii^.4percent. The
distribution of credit continued to reflect strong demand for
financing by households and k"y productive sectors of the
economy.
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4. External Sector

4.1,

4.2

Overview

Despite the global supply chain disruptions and elevated freight

costs which arose from higher international oil price increases

during FY2025 / 26, the economy recorded an overall improvement
in trade with the rest of the world. This was supported by , stable

macroeconomic environment characterized by stable inflation,

resilient aggregate demand and a relatively stable shilling
particularly in the first half of the financial year. Addition ally,
favorable international commodity prices particularly for gold and

coffee supported this growth.

uganda's merchandise trade deficit narrowed by 1.6.4 percent to
usD 2,059.54 miltion in Fy202s/26 compared to usD 2,464.g7

million in the previous financial year. This was mainly athibuted

to strong growth in export receipts, particularly from gold, which
outpaced growth in the import bill over the two periods. Table L

sufiunarizes the trends in exports, imports and trade balance over
the past five financial years

Table L: Exports, Imports and Trade Balance (Million us$)
ry202u2 ry2022/23 FY2023/24 Fy2024/2s IY202s/26

TotalExports

Totallmports (fob)

Trade Balance

5,395.23

8,505.44

- 3,109.21

10,761.53

L3,225.99

- 2,464.37

15,753.51

17,913.05

- 2,059.54

3,836.59

7,!36.70

3,300.12

7,919.95

10,822.40

- 3,003.54

9
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4.3

Merchandise Exports

Merchandise export earnings grew by 46.4 percent, rising from
usD 10,76't'.69 million .*Fy20z4/2s tousD ls,7s3.srmilion in
FY2025/26. This growth was primar,y driven the substantial
increase in gold export earnings, which accounted for more than
half of Uganda's totar merchandise receipts during the financial
year' This growth was also supported by continued resilience in
traditional exports such as coffee and tea arongside improved
earnings from several non-traditional exports.
Gold export earnings over this period grew by 111.5 percent from
usD 4,210.93 million in Fy2024/25 to usD g,go7.7o million in
FY2025/26. This was on account of higher export vorumes and
favorable global prices, as investors continue to view gord as a safe-
haven asset amid increased global economic uncertainty and
geopolitical tensions.

Coffee export earnings marginary decrined by 0.5 percent to usD
2,199-gg m,rion in Fy2025 /26, compared to usD z,z:to.g|million
in FY2024/2s. This decrine was mainly on account of rower
international coffee prices following increased production from
major coffee producing countries like Braziland vietnam which
expanded global suppry and exerted downward pressure on
prices. Despite the decline in the value received, coffee export
volumes increased by g.3 percent, rising to g,395 ,44.1,.g2 from
7,753,058.00 60-kg bags over the same period.
other non-gold non-coffee exports (including Informal Cross-
Border Trade Exports, (ICBT)) arso grew by 7.1,percent owing to

4.5

4.4

4.6
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increased earnings from commodities such as cottoru tobacco,

hides & skins, beans among others. The table below shows a

breakdown of export receipts between the two years.

Table 2: Comparison of Exports in FY 2024/25 & FY 2025/26 (Miltion USD)

Ftt 2024125 FY 2025126 Devlatlon Performance
TOTAL EXPORTS

Coffee (Value)

Volume (OOO,OOO 6O-Kg bags)
Gold

Non-Coffee & Non-Gold
ICBT

10 76L.63 1 753.51 4,991.E9
2,2tO.85

7.75

4,21O.93

3,65L.77

688.07

2,t99.89
8.39

8,907.70

3,729.61

917.3r

- 10.96
o.64

4,696.77

76.84

229.24

46.4o/o

-O.5o/o

8.3o/o

111.5%

2.lo/o

33.3%

Merchandise imports

4.7 The import bill grew by 34.T percent from USD l3,zzs.gg million

Fr2024/25 to USD 17,813.05 in FY2025/26. This increase reflected

growth in both the value and volume of imports, supported by

stronger domestic demand and investment activity over this

period.

4.8 The increase in imports was mainly observed under the formal

private sector imports category, porticularly for goods that fell

under mineral products (excluding petroleum products),

machinery equipment and vehicles, textiles, chemicals among

others.
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5. Fiscal Performance

5.1

Fiscal Performance Over the Charter period

5.2

The fiscal deficit declined in the first three financial years of
impleme.tirg the second charter for Fiscal Responsibility, albeit
remaining above the charter ceiling.The deficit declined from7.4
percent of GDP in FY 2021/ 22 to 4.7 percent in Fy 2ozg / 24.

However, the fiscal deficit expanded in the subsequent two
financial years, reaching 6.0 percent of GDp in Fy zozs/26. This
was driven by revenue shortfalls caused by tax administration

challenges and external economic shocks.

In additioru there were some critical expenditures which included
among others the mass nationat ID renewal, security related
expenses, Africa Crp of Nations (AFCON) preparations, strategic

investments in the science Technology and lnnovations (srls), and
investments required for first oil productiory etc. that increased

public expenditure beyond earrier projections. Table 3 shows a
surunary of fiscal operations during the period of implemetation
of the first Charter for Fiscal Responsibility.

5.3

L2



Table 3: of Fiscal ations D

Source: Ministry of Finance, Planning and Economic Deoelopment

Fiscal Performance W 2025/2G

Government operations in Fy2ozs /26 - the last year of
implementing the second Charter, resulted in an overall fiscal

deficit estimate of Shs 1.4,877.g3billion (equivalent to 5.0 percent of

GDP) against a planned deficit of shs '1.6,s67.23 billion (6.s % of
GDP). The lower deficit was mainly due to lower than budgted

expenditure especially on externally financed development

projects that more than offset shortfalls in revenues and grants.

Table 4 shows a surunary of fiscal operations for the Fy202s/2G.

5.4

2020/27 2021/22 202723 2023/24 2g24l2s 2O2s/26
Total revenue and grante

Revenue

Tax revenue
Non-tax revenu
Oil revenues

Grants
Budget support
Project grants

Expenditures and net lending
Current expendifures
Development expenditures
Net lending and investment
Other spending

14.7o/o

13.4%

1,2.4%

0.9%

0.1%
1..3%

0.4%

0.9yo

23.70/o
'I.,2.6'/.

10.2%

0.4Yo

0.5%

14.1o/o

13.4%

t2.5%
0.9o/o

0.0y.
0.7%

0.L%

0.6o/o

21..5o/o

1.3:J,o/"

7.9%

0.270

0.4%

74.5o/o

1,4.0%

13.0%

1..07o

0.0%
0.6%

0.0%

05%
20.0o/o

13.7y"

5.8%

01.%

0.4%

14.7o/o

1,3.6%

12.6%

7.0%

0.lyo
05%
0.0%

0.5%

1.8.80/o
']..3.2y"

5.4%

0.1.%

0.1%

74.7o/o

1,4.1%

13.0%

1,.0%

0.1%

0.6%

0.1%

0.syo

20.70/o
't5.2To

5.2Yo

0.2%

0.1%

75.2o/o

1.4.9'/,

13.6%

L.2o/.

0.lYo

0.4%

0.jYo

0.4o/.

27.70/o

ls.5%
5.2%

0.0%
0.4%

Overall balance -9.0o/o -7.4o/o -5.50/o 4.7o/o 4.0o/o -6.0o/o
Financing
External financing (net)
Domestic financing (net)

Errors and omissions

9.0%

4.0%

4.5v,
0.4%

7.4%

3.0%

3.4%
't.07.

5.5%

2.1,%

3.4Yo

0.0%

4.7%

0.5o/o

4.2Yo

0.0%

6.0%

0.5%

5.4%

0J.%

6.07o

1,.4%

4.8y.
4.3%

13
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PerformnceBilbn StsFY 2025D6

3.

0

t4.6%

l.5o/o

0.0%
3

0.4o/o

0.0%

2t.toh
13.5o/o

3.4%

7.8%

-5.g%o

4.lo/o

Totrlrcvemre adgnffi
Dorestb Rewnr

Tax revenrc

Non-tax revenre

Otbr Rcwrnr (karsfers)

I Gilarils
I

I Budget support

Project grarfs

Erpedturs end rct lendhg
Reorent expendhnrs

Waps and sahries

Non,wage

Lnerest paynrrfs
o/w: donpstb

o/w: breign

I Pevemprenterpeniltures
I r*"*d

Donpstic

Net bn@ ed iwestunt
O/w HPP

Overall balance

Pryreffi

39873.8s
37.227.24

33,943.08

3,284.16

2,746.61

27.t0
2,119.52

fi,s4t.19
35,m1.71

8,567.97

17,001.00

11,332.73

9,478.7 |

1,854.03

1tr3t.70
tt,327.07
6,911.63

r,400.7t
(16,567.33)

37,985.40

36.458.41

34,049.87

2,408.54

532.60

994.39

53.56

940.84

52,86333

38935.71
8,621 .05

t9,579.76

10,735.91

9,368.22

r.36',1.69

12930.74
3.688.06

9,242.68

(14,E77

995.t8

't3.

0.

95.0o/o

97

36.2%

t97

I l5

32.60/o

0.0o/o

r33

E9.E%

7l.l

93.5o/o

105.5o/"
100.6%

94.
98.

73.

- 1,9tt.45
- 768.83

106.79

- 875.62

532.60

- 1,752.22

26.46

- r.778.68

3,677.t5
2,035.01

s3.07

2.578.76

- 596.82

- l10.48

- 486,34

- s307.96
- 7,639.0r

2,331.05

4M.90
1,689.40

12t.33

11,t77.93
3,6m.27

lll

t9.to/"

98

1,689.40

- 2,07E.72

3.9o/o

Omrclng (net)

I

r6,56733
5,67E.9

Enon andOdrslons E

Table 4: Fiscal ations for FY

Source: Ministry of Finance, Planning and Economic Deaelopment

Revenue

Domestic revenue for FY2025/26 was projected to amount to Shs

37,227.24 billion in the appropriated budget. However, during the

financial year, Shs 36,458.41 billion was collected implying a shortfall of

Shs 768.83 billion.

5.7 The whole shortfall was under non-tax revenue which was short

of its target for the financial year by Shs 875.62 billioru offsetting

the overage of Shs 106.79 billion registered under tax revenue.

L4

Deviathnl %age of GDP



Expenditure

5.8

5.9

5.10

Government expenditure (excruding domestic debt refinancing

and external debt amortization) amounted to shs 52,g63.33billion,

which was short of the annual budget by shs g,G77.gs billion (5.5

percent). This underperformance was wholly on account of
externally financed development spending which was below the

amount budgeted for the financial year.

The underperformance of externaly financed development

projects overshadowed the higher than budgeted expenditure on
recurrent items as well as domestically financed development
projects which were 5.5 percent and 33.7 percent above their
approved budgets, requiring supplementary budgets during the
financial year.

Overall Fiscal Deficit and Financing

The overall deficit for FY 202s/26 was shs 1.4,gz7.ggbillion which
was financed through borrowing from both the domestic financial
market and external Development partrers.

15



6. Economic Outlook
Economic Growth

7.1 uganda's non-oil GDp is projected to gFow by 6.g percent in Fy
2026/27 and further accelerate to 7.9 percent in Fy zozz/zg,
reflecting a strong medium-term growth outlook underpinned by
sound macroeconomic management, continued productivity

improvements, and stable global growth.

7.2 over the medium to long term, economic growth is expected to

remain strong and resilient, supported by increased aso-
industrial production, oil production, sustained infrastructure

investment, export growth, and continued private sector

expansion. Real GDp growth, including oil productiory is
projected to reach 8-9 percent by FY 2028/ 29,before moderating to
an average of 6-7 percent over the medium to long term as the

economy transitions to a more sustainable growth path.

7.3 Growth will be driven by continued expansion in manufacturing,

constructioru food and cash crop production, oil productioru and

the services sector. These sectors will be supported by the

continued implementation of Government pro grarnmes, including
the Parish Development Model (pDM), affordable financing

through Uganda Development Bank (uDB), Emyooga, and other

initiatives aimed at increasing productivity and supporting private

sector development. Growth will also be supported by the

continued expansion of tourism, regional trade and exports, as

well as the maintenance of macroeconomic stability. In addition,

16



Government's investment in implementing the ten-fold growth

strateg/, focusing on raising productivity across key sectors of the

economy, is expected to further strengthen growth over the

medium to long term.

7.4 The outlook remains subject to downside risks, including

unpredictable weather patterns, rising geopolitical tensions, and

volatility in global commodity prices. Government is aware of

these risks and will continue to implement measures to strengthen

economic resilience and support private sector-led growth. These

measures include providing affordable financing, ensuring a

sustained supply of key commodities, and investing in climate

adaptation interventions such as early warning systems, water for

production, improved seed varieties, and agricultural extension

services, among others.

Fiscal Operations

7.5 The next five years under the second Charter for Fiscal

Responsibility will focus on increasing efficiency and effectiveness

in public spending to deliver the aspirations in the ten-fold growth

strategy. Fiscal policies will aim at creating the fiscal space

required for strategic public investments and private sector led

growth.

7.6 It will be characterised by reduced dependence on the expensive

commercial borrowing, prioritisation of high impact growth

sectors during budgeting, prudent utilisation of the incoming

t7
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I petroleum revenues, and pursuit of revenue-led fiscal

consolidation.

Table 5: Medium Term Fiscal Framework

S our ce : Ministry of F inance, Plannin g and E conomic D ea elopment

(Billion Shs)

Projecthn
2026ni

Projecthn
2027n8

ProJectlon
2028n9

ProJecthn
2029/30

Projectbn
20308r

Total revenue and grants

Revenue (Excl. Oil)
Tax revenue
Non-tax revenue

Grants

Expendftures
Current expenditures

Development expenditures
Other spending

Overall bahnce
Financing

External frnancin g (net)

Domestic financine (net)

47.01r

44,180

40,151

4,020

2.830

65.355

42.985

22,053
317

-18,345

18.345

5.475
12.870

52.4U
5 r.058
45.508

4,560

1.336

70,943
46,531

24.212
200

-18,539

18,539

7,285

1t.254

59.829

s8,58 r

s3,s6s

5,1 l6
r.148

74,8t7
49.527

25,0t2
278

-14,988
14.988

s,092
9.896

68.074

67.091

51,590

5,501

983

79.76r
53.51l

26,050

200

-1 1,687

l1.687

4.758

6.930

78,006

77.t52
70,963

6.189

854

u,674
57.065

27,410
200

-6,669

6.669

4.529

2.139
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