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times, experts 
warn about 

Iran war 
Policy makers fear that 
the continued joint 
strikes on Iran could see 
pump prices rise by a 
minimum of Shs100 in 
the next few days, be- 
fore getting out of hand. 

ISMAILMUSA LADU 

hanks to the U - Israel war with 
tran,global oil prices have surped 

T by 13 percent within just days of 
onslaughts. 

Economists, researchers and policy 
makers interviewed yesterday 
expressed fear that the continued 
joint strikes on Iran could see pump 
prices rise by a minimum of Shs100in 
the next few days, before getting out of 
hand 
However, amidst the tension in the 

Middle East, Uganda's fuel supply 
remains stable, according a Uganda 
National Oil Company (UNOC) 
statement. 

In the statement issued yesterday, 
UNOC stated that the companyalong 
with¥es supply partner Vitol,is losely 
‘monitorilg the situation.and has 
put in place measures to ensure the 
uninterrupted supply of petroleura 
products. 
After just 24 hours of the joint Us- 

Israel strike on Iran, energy markets 
internationally saw a northwards 
movement with global oilprices hitting 
highs above 82 (Shs203,514) per barrel, 
acconding to Brent Crude, which serves 
as the pricing standard for nearly 70 
percent of the world's internationally 
traded refined oilusedin Burope.Africa, 
and theMiddleEast. 
The price of crude oil has been 

oscillating between $63 (Shs225,735) 
and $70 (Shs250,817) per barrel since 
August last year, with an average price 
for 202521369 (Shs247,234). 

“This particular spike, according to the 
i o UBS B o D 
Fred Muhumuza, was trigeered mainly 
by risk stemming from the ongoing 
conflictintheMiddle East. 
As a result of that, economist 

Muhumuza said there are now fears 
over attacks on the Strait of Hormuz, 

acritical route for oil and gas supplies 
headingto global markets. 
‘About 20 percent of the worlds oil 

passes through this narrow stretch of 
watescumenty st e cemireofconfct 
Iflran sustains ablockadeofthe Strait, 
Dr Muhumuza predicted crude could 
‘blow past $100 (Shs358,310) per barre], 
and in a worst-case scenario involving 
‘prolonged maritime disruption, he 
‘elieves prices could reach or even go 
beyond $150(5hs537,465) perbarrel. 

, Bracoyourself 
‘And what is unfolding in the Middle 

Eastwill not only significantly inerease 
our pump price here hut also our 
householdbills™ 
Headded:*Sowe areata very highrisk 

of having,constrained supply because 
nowthe vessels will have to divert toa 
Tonger route toreach the markats. 
*Also remember Iran is a major 

producerof crudeand withtheongoing 
conflctwithin a week or two there will 
besupplychain disruption” 

Saving grace, according 1o Dr 
Muhumuza is in the fact that both 
Uganda and Kenya governments are 
involved in the importation of fuel, 
noting that, unlike in the past, when 
theindividual oil marketing companics 
would solely take therisk and then pass 
themovertothe consumers. 

Supplydeficit 
Within a week,the economy can run 

outof fuel once the supply grinds o 
halt. This is acconding 10 government 
source chared with fuclimportation. 
We don't have enough storage, and 

within a weck, we can be in chaos 
once the supply is cut out completely 
and there is nothing much that can be 
done until normal supply resumes; the 
source,whowantedtospeak freelysaid. 
Although the source was optimistic 

that before that happens, the 
govemment that imports the countrys 
fuel batch will try its best to sustain 
‘normal pump pricing before giving up 
ofate X 
e source noted that,combined with 

private dealers, the country's capacity 
1o store fuel for more than two weeks 
hasn'tbeen realised yet. 
‘When contacted yesterday, Rev Frank 

Tukwasibwe, the commissioner of 
the Petroleun Supply Department at 
the Ministry of Energy and Mineral 
Development (MEMD), said Uganda 
‘National Oil Company (UNOC), which 
is mandated t0 supply all petroleum 
products isnot aboutto see the country 
run outof fuel. 
“They - UNOC are very much aware 

of the situation and have in place 
alternatives in the unlikely event of 
supply disruption. Nonetheless, let us 
pray and trust God for the situation to 
‘normaliseassoon s possible;"hestated. 
Uganda's total national fuel storage 

‘capacity is approximately 100 million 
litres, with a major 30 million-litre 
government facility in Jinja (Jinja 
Storage Terminal). 

‘Total storage,including private sector 
capacity, covers roughly 16:20 days of 
national consumption, which s about8 
‘millionlitres daily accordingto UNOC. 
A report by the National Planning 

Authority indicates that UNOC 
continues to implement a sole- 
importation strategy tostabilise supply, 
something econornist Muhumuza said 
could help if the Middle East situation 
doesn'tescalate beyond two weeks. 
Already,global price transmissions 

‘and local taxes, which can account for 
up to 31 percent of the pump price, 
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remain primary drivers of high costs of 
fuelinthecountryGeopolitcssonlyan 
accelerator, DrMohumuzanoted. 

Impact 
‘The ripple effect of fuel disruption 

has no boundaries.Fist o be hit i the 
transport sector, which wastes no time 
inhiking faresSoaring commoditiesfol- 
low suit, and before long, inflationary 
pressures willtake over because petro- 
leu products area critical input for 
nearly every production and distribu- 
tion process. 
‘While food prices could be stable due 
10 seasonal harvests, fuel hikes create 
long-term pressure on the sector, deny- 
ingthemajoriy ofsmallholder frmers 
‘much-neededincome. 
‘Then there are manufacturing and 

| production constraints due to fuel sup- 
ply chain disruptions. Manufacturers 
are already dealing with the highest 
cost of production compared to neigh- 

| boringpeersintheregion. 
And for motorists your disposablein- 
comewill beeroded by increased pump 
pnus,mdu:mgymrabflnymsuppofl 
‘your househe 
Asfmmde and investment research- 

ex Mr Africa Kiiza, the escalation of hos- 
tilities between Iran, United States, and 
Israel has triggered volatility in glob- 
al oil markets,with Brent crude briefly 
risingabove $90 (Shs322,479) per barrel 
amid l‘:als of supply disruption in the 
StraitofHormuz. - 
He said: *For Uganda, a net fuel im- 

| porter,higher global ol prices direct- 
Iy raise import bills and domestic 

Economist Fred Muhumza says. 
fuel prices could spike duoto 
conflictinlran, due to fears over 
attacks on the Straitof Hormuz, 
acritical route for oil and gas sup- 
plies heading to global markets. 
About.20 percent ofthe world's 
oil passes through this narrow 

| strotchofwater, currentlyat the 
* | centra of confiict. Iflran sustains 

ablockade ofthe Strait, Dr Muhu- 
| muza predicted crude could blow 
| past $100 (Shs358,310) per bar- 
| rel, andinaworst-case scenario 
| involving prolonged maritime dis- 
ruption, he believes prices could 
reach or even go beyond $150 

| (Shs537465) perbarrel. 
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pump prices. Uganda importe. 
Teum products worth over 53 
(Shs7.167 trillion) in 2023, ma! 
major driver ofinflation and 
cits.Sustained price spikes cou | 
fore widen Uganda's curren: 
deficitand increase transpo; 
duction costseconomy-vide: 
“Higher fuel prices would 

intoinflationary pressures.Us:: . 
fation rate, which had eased] 1, 
digitsin 2024 ater earlier er 
en spikes, remains sensit 
commodity shocks. Energy co 

for several months, the Bank 
‘may face pressure to tighten m, 
policytocurbinflation expec: 
“Thatwould raise borrowing 

businesses and houschol 
ly slowing private sector crec 
‘which has been recovering g 

since2023, MrKiizaadded. 
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