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["(“:DIY tied to global
markets. Oil prices,
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ganda’s central bank kept its main
lending rate unchanged on Febru-

ary 0 for thesixth meeting in a roo.
‘The Central Bank Rate (CBR) has
peen at 9.75 percent since October 2024,
pank of Uganda (Bol)) Governor Mi-
chael Atingi-Egp said: “The aurrent poli-
s stance remained appropriate to sup-
ort economic activity while ensur-
ing that inflation stabilises around the
pank’s five percent medium-term tar-

%men the central bank keeps its rate
at 0.75 percent, it signals a tight stance
because commercial banlks price their
Joans around this benchmark, keeping
borrowing costly and slowing invest-
ment and consumption. To ascertain if
the rate is high, economists compare it
to inflation. Inflation is around 3.0t0 4.0

percent.

The real policy rate; calculated as 9.75
minus inflation, is roughly 6.0 percent.
This is considered tight because when
thereal interest rate is suunglvpomm
borrowing costs rise faster than prices.

Businesses must earn returns well
above inflation just to break even, and
households lose purchasing power
when servicing loans. In macroeconom-
ictheory,a high real interest rate discour-
agescredit growth, reduces apgregate de-
mand,and slows economic activity.

However, this does not mean people
borrow at 6.0 percent. The CBR is on-
&poliq‘ benchmark. Commercial

yanks add margins for risk, operating

0 the inflation outlook, both up-
downside, remain elevated”

Acashier counts US dollars. Beyond US policy, markets are shifting more deaply, as the dollar's performanca is in-
creasingly decoupling from stock market volatility, PHOTO/FILE

all influence domestic prices. When
shipping routes tighten or the dollar
strengthens, import costs rise. When
global demand slows, exports weaken.

The apex bank explains: “Addition-
al risks stem from a combination of do-
mestic and external factors... includ-
ing... escalating geopolitical tensions
that could disrupt global supply chains.
Onthedownside, fsksinclude. . .adecel-
eration in global growth stemming from
trade-related shocks and heightened un-
certainty. The economic environment
continues to be characterised by height-
ened uncertainty, necessitating a cau-
tious monetary policy stance.”

The external factors highlighted in the
February monetary policy statement
are both murky and threatening. BoU
has no control over them, yet they have
the power to disrupt its plans to stabilise
the macro economy.

That matters because macroeconomic
stability has already begun tofeed inves-
tor confidence, creating a bullish mood
in the stock market, where some compa-
nies have delivered returns of over 100
percent,and in the bond market, where
yields have climbed toward 17 percent,

Standard Bank Research expects glob-
al prowth to slightly exceed 3.0 percent
in 2026, This is broadly in line with what
isexpected for 2025. A big reason for this
resilience, the bank’s economists argue,
is that tariff tensions have cooled. On
April 2 last year; dubbed “Liberation

- Day”in the United States, tariff anxie-
! tyspﬂmdandhadewmeﬂmnlymr@ed |
. Since then, negotiations between Wash-
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UGANDA'S OPTIMISM

Economic grawth is foracast
at betweon 6.5 percent and
7.0 parcent this financial year,
with the governor projecting it
could rise to an average of eight
percent over the medium term
and that is because of heavy pu-
blic investment and oil-related
infrastructure projects.

Uganda is preparing to start
pumping commercial volumes
of crude oil later this year,
something that could reshape
government revenues, foreign
exchange flows, and investor
confidence.

So the contral bank has
chosen patience. It is watching
inflation, watching global mar-
kots, and keeping its rate steady
at 9.75 percent. Because ina
world that changes its mood
qulckly, somatimes the smartest
move is not ko move at all.

tened worst-case scenarios.

“We think it's the uncertainty now as-
sociated more with tarifs, rather than
the tarifts themselves, that could be
negative for global economic growth,”
Jibran Qureishi, the head of Econom-
ic Research for Africa Regions at Stan-
bic Bank, explained at the recently con-
cluded Stanbic Economic Forum 2026 in
Kampala. At the same time, the fact that

'+ effective tariff rtes are lower than what

waus initially announced gives us reason

oy be miore o nn\tmf tive about the clobal

outlook fiv
Europe,too, |<-"1W'u- ol toupport slob-

al demand. With the US pulling back

some support, European gor

are expected to keep spending

to support GDP growth in the

Sub-Saharan outiook

Standard Bank expects sub-Saharan
Africa to grow faster than the global av-
erage in 2026, with CDP expansion pro-
jected between 4.6 percent and .8 per-
cent, rising further in 2027. The multi-
national lender argues that 2 Jas A
turning peint, marked by the n."l mof
macroeconomic stability across | iy
19 African markets Nigena, for example,
has seen significant reforms Foreign ex-
change liquidity has improved, interest
rates have declined, fuel subsiclies have
been removed, and lecal refining capaci-
ty has increased.

In Mozambique, TotalEnergies has
lifted its force majeurs, reopening the
path for liquetled natural gas (LNG) in-
vestments estimated at around §20b
($hs70.4 trillion), If ExxonMobil follows
with a further $25b (Sha8s trillion),
the combined scale would be several
times Mozambique's GDE estimated at
$26.51b (Shs9d.4 tnllion).

Global picture

Still, the global picture remains fragile.
Trade uncertainty has eased since April
last year, but it remains at levels not seen
since 1935. 1f anything is likely to derail
the 2026 outlook, Standard Bank thinks,
it would be a renewed escalation in

mm

trade temginns,

et (hen, we still doret think this
nough to push major advanced
-I'!"If"'r""lr'l'l'i'l",'-_r"nr-lrll_
Standard Dank latest recearch argues
that sorme of the <arme firees supporting
elishal prerth comled also redpnste infla-
tiom, especially in the US
App pererse tey by e of
i
er.that can drive inflaticon hieher” fibran

promise for ecr rerth, Horererr

aaiel.

One reason is hew US companies re
spended to tariffs in 2025.M 7 firrns
fromt lemaeled irrmperrts ter et b 1f clened
limes, temporarily shielding consurn
ers from higher prices. Pt that cushion
mary not Last

‘Bt nevar in ‘s still a risk
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Doltar concerns

Beyond US policy, markets are shif!

ng more deephy as the do

1lso been a concern about the

llar weakened, with the dollar
mclex | lhln by Ih\'!'lt |I1 to 11 pen

tent

lives

While l'.',,\:n.'u .uul s
face local challenges, Stand
gues that the most serious shocks arein-
creasingly likely to come from outside

the region,a thought shared by Bol.

In that environment, geopolitics re
mains the biggest wildeard; with risks
spanming Venezuela, tensions around

Greenland, uncertainty over Taiwan,
and instability in the Middle East, par-
ticularty lran. The Middle East tens ions,
specifically in Iran,and what that means
for cil prices and inflation baskets is
something that has to continue to be
watched.

Standard Bank Research says glob-
al markets face a fresh set of risks that
could spill into emerging and frontier
economies; including Uganda. The bank
highlights three major pressure points:
ballooning US debt, a weaker dollar nar-
rative,and the possibility of stock market
turbulence.
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