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Recent Political Highlights 
 
 President Lt. Gen. Yoweri Kaguta Museveni and his party, the National Resistance Movement (NRM), have been in power since 

1986; he is both chief of state and head of government. The presidential spokesman stated that President Museveni is planning 
to seek re-election in the 2016 elections making it his fifth term in the presidency. Growing speculation around presidential 
succession is that the president is grooming his son Muhoozi Kainerugaba, who commands an elite military unit, to take his 
place as Uganda’s president when he decides to step down. 

 In February Uganda’s president signed an anti-gay bill that strengthens laws against homosexuals by charging them with life 
sentences for homosexual acts. In response to what they call human rights violations, foreign donors are beginning to withdraw 
aid to Uganda. The Netherlands, Norway and Denmark have all stated that they will withdraw millions in direct support to 
Uganda’s government. Jim Yong Kim, World Bank President also delayed a $90 million loan to Uganda due to Uganda’s stance 
on homosexuality. The loan was meant for the healthcare sector. 
 

Recent Economic Highlights 
 
 Uganda has a population of 34,758,809 and a 73.2% literacy rate. The country is Africa’s third largest tea grower ranking behind 

Kenya and Malawi.  
 Uganda is on the brink of an economic boom after commercial hydrocarbon deposits were found along its border with the 

Democratic Republic of Congo in 2006. Production may start in 2016 but the government is still investing heavily in 
infrastructure. 

  The Economist Intelligence Unit forecasts growth of 6.9% in 2014-17 as external demand rises and 15.6% in 2018 when oil 
production begins. The World Bank forecasts that growth will average about 6-7% during FY14-17 driven by the services sector, 
an increase in productivity in the agriculture sector, increased foreign direct investment and increased trade with its East African 
Community (EAC) neighbours. The central bank kept its key lending rate at 11.5% in January 2014 after inflationary pressures 
eased. Consumer price inflation in Uganda increased slightly to 6.9% year on year (y/y) in January 2014 from 6.7% in December 
2013.  

 Business Monitor International (BMI) forecasts average growth of 7.1% annually between 2014 and 2017. This is due to heavy 
public investment in infrastructure, increased investment in the oil sector and an active consumer segment. Furthermore BMI 
states that the construction industry should enjoy positive growth in 2014. Construction growth will reach 11.4% this year due 
to the positive economic outlook and conducive lending rates. Additionally, major infrastructure projects are moving forwards; 
these include the 600MW Karuma power project and the Hoima refinery. 

 Two planned hydropower projects, the 600MW Karuma and Isimba hydropower dams, together costing $2.3 billion are likely to 
go ahead as planned in spite of aid suspensions. However these projects have led to an upward revision of the budget deficit 
forecast from 5.3% to 7.1% of GDP in FY14. The Sinohydro Group Ltd.  of China was awarded the contract to build the Karuma 
Hydro Project last year. The project is worth $1.65 billion. 

 The Economist Intelligence Unit (EIU) recently reported that Uganda is expected to meet its sovereign debt obligations. The EIU 
downgraded the country’s currency risk ratings in Q4’13 due to an acceleration in inflation and the appreciation of the exchange 
rate and it is expected that the Ugandan shilling will return to a depreciatory trend. The EIU further reported that Uganda’s 
dependence on imports has led to a persistent current account deficit. The high current account deficit is mainly due to the re-
opening of transport routes to Kenya and a rise in infrastructure development projects. 
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 In a January 2014 report Moody’s Investor’s service stated that Uganda’s B1 rating with a stable outlook reflects low wealth 
levels, widening fiscal deficits and institutional weaknesses while favourable growth prospects and the governments low debt 
burden support the rating. 

 Standard & Poor’s recently cut Uganda’s long-term rating to B from B+, which is five levels below investment grade citing an 
impending fiscal deficit of 6.9%. The ratings agency cited that the country’s budget deficit would widen as a result of an increase 
in spending after donors withdrew budget support in 2012 due to corruption. However the outlook remains stable due to 
political stability, infrastructure investment and positive medium term growth prospects. 

 On cuts in foreign aid flows, IHS Global Insight reports the following: “while the anti-gay bill is likely to complicate any eventual 
reinstatement of budget support once affected donors deem that the Ugandan authorities have taken sufficient measures to 
improve safeguards against diversions of foreign aid, it also means that the further freezing of aid will be more difficult. Budget 
support inflows fell 93% year on year (y/y) to USD3.2 million in the first three quarters of 2013, while project aid inflows fell by 
79% to USD62 million. Project aid going into Uganda is heavily weighted towards healthcare, including the treatment of AIDS 
patients, and poverty relief, so cutting these aid flows further is likely to present donors with some difficult choices”. Fitch 
Ratings recently stated that the withdrawal of aid to Uganda spurred by the country’s stance on homosexuals will have a limited 
impact on the country’s budget. Uganda has become less dependent on foreign aid in recent years. 

 Uganda’s ranking in the 2014 Doing Business report went down 6 places from 126 (out of 189 economies) to 132. “Dealing with 
construction permits (-13)” exhibited the greatest decline followed by “Resolving Insolvency (-11)”. 

 Uganda’s economic freedom score is 59.9 in the 2014 Heritage Index of Economic Freedom. Its score dropped by 1.2 points 
compared to last year mainly as a result of deterioration in financial freedom, monetary freedom and business freedom. Its 
overall score is below the world average. This year’s rating is the country’s second lowest ever which has seen the economy fall 
back into the “mostly unfree” category. 
 

Latest Trade Developments 

SA EXPORTS TO UGANDA (TOP 5) 
2012 2013  
Vehicles aircraft & vessels R 300,450,259 Chemicals 

 
R 455,158,616 

Machinery  R 292,48,3649 Machinery R 329,215,809 
Products Iron & Steel R 255,692,724 Products Iron & Steel R 310,657,984 
Chemicals R 176,814,034 Prepared foodstuffs  R 177,972,833 
Prepared foodstuffs R 135,099,621 Vehicles aircraft & vessels R 122,874,402 

 
 Major exports from Uganda: coffee, fish and fish products, tea, cotton, flowers, horticultural products; gold 
 Major imports to Uganda: capital equipment, vehicles, petroleum, medical supplies; cereals 
 Main trading partners of Uganda: Kenya, Rwanda, UAE, China, DRC, India, Netherlands 
 SA exports to Uganda totaled R1.6bn in 2011, R1.4bn in 2012 and R1.8bn in 2013.  
 SA imports from Uganda totaled R50m in 2011, R79m in 2012 and R51m in 2013.     
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