IUNUAY) APRIL 27,0026

15

p ‘—Ih;lm:«'z
Daily ©

Uganda opens sandbox
to attract fintech founders

A sandbox creates a lemporary bounded space where the normal rules are partially suspended in exchange for elose supervision.

Fintech. |
DEOGRATIUS WAMALA

There is a particular kind of frustration

that haunts regulators across emerging
Capital markets in sub-Saharan Africa.
1Lis not a lack of innovation. Entrepre-
Neurs are everywhere, ideas are cheap,
and prant-makers have spent years bank-
Tolling eardy-stage fintech across the con-
tineny.

The problem is conversion. Products
are built, paraded at conferences, then
Quietly die. Too ofen, the grant is treated
N0t as seed capital, but as the exit.

Josephine Ossiya, the chief executive
f’r Uganda's Capital Markets Authority

‘U\). is tired of watching this cycle re-
1.

“You get the development grants, but
Sometimes you stop at that place and do
Not commercialise that idea,"she said.

Her institution's answer is a regulato-
'Y sandbox. This is a supervised testing
“nvironment, formally launched in Oc-
tober last year, where fintech firms can
Mun live products under regulatory over-
Sight before rolling them out to the wid-
ermarket.

Whatis the sandbox?

A regulatory sandbox. in theory, solves
2 classic chicken-and-egg problem in fi-
Nancial regulation.

Established rules are written for estab-
lished products. New finandial products,
®Specially those using novel technol-
OBY, often do not fit neatly into existing

Tameworks,

The result is a grey zone where entre-

eurs cannot obtain regulatory clear-
¥ without a track record,and cannot

d a track record without it.
. A sandbox cuts through this by creat-
INg a temporary, bounded space where
the normal rules are partially suspended
1‘2 @xchange for close supervision and da-

“sharing with the regulator.

In practice, the quality of a sandbox de-
Pends on the regulator’s willingness to
€Nngage genuinely rather than observe.

Dickson Sembuya, the CMA's director
Of research and market development,
Said the sandbox is not merely a vehicle
for enabling innovation. It also serves as
2 critical tool for the CMA to determine
Which regulatory measures, if any, are
8enuinely necessary.

“We want to determine if at all you
Need to regulate,” he noted. That is a
more intellectually honest starting posi-
ton than most regulators publicly adopt,
and it signals that the CMA is approach-
Ing this as a learning exercise, not merely
acompliance box to be ticked.
Theapplications

The four applications currently under
Teview tell a coherent story about where
Uganda's fintech community sees oppor-
tunity,

- Two of them focus on fixed-income
ma;kets; the trading of government se-
curities,which in Uganda has historically
been the preserve of banks and a narrow
tier of institutional investors.

One platform targets retail investors,
seeking to democratise access to treas-
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Key figures

$500b

The sandbox supports
Uganda's 10-fold Growth
strategy, which alms to grow
Gross Domestic Product to
$500 blllion by 2040, by
nurturing technology-driven
capltal mobllisation and
long-term investment.

ury instruments that offer relatively sta-
ble returns in a market where most citi-
zens have no meaningful savings vehicle
beyond amobile money wallet.

The other targets the institutional end
of the market, and does so using block-
chain technology for trade settlement.

The blockchain application is worth
examining carefully. Distributed ledger
technology has been trialled for govern-

ment securities settlement in several Af- -

rican markets, with mixed results.

The promise is near-instant settlement,
transparent audit trails, and reduced
counterparty risk.

The complications are that blockchain
settlement requires all participants to
be on the same system, or for interoper-
ability bridges to be built; it creates new
cybersecurity attack surfaces; and it can
run into difficulties with existing bank-
ing infrastructure that was not designed
for tokenised assets. That an applicant is
proposing this in a sandbox context is ex-
actly the right venue for the experiment.

Whether the CMA has the technical ca-
pacity to evaluate the risks rigorously is a
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The regulatory challenge is investor
protection: crersdfunding platforms ean
attract unsophisticated irvestors who do
not fully understand the risk of loss, and
the history of the sector globally inchudes
high-profile collapres.

The CMA will need to think carefully
about disclosure requirements, invest-
ment limits per irvestor, and the obliga-
tions of platforrm operators.

Tha harder question

Sandboxes have a complicated record
in Africa. Several Central Bank nn sand-
boxes on the continent have been eriti-
cised for slow admission timelines that
leave applicants in limbo, for apprerring
participation without prerviding mean-
ingful regulatory guidance, and for fail-
ing to produce a single commercially
launched product after years of opera-
tion.

The CMA's sandbox, lmmched in Octo-
ber 2025 and now holding four active ap-
plications, is still too young to be fairly
judged by outcomes,

But the speed with which it moves
from application to admission,and from
admission to live testing, will be closely
watched by the fintech community it is

trying to attract. "
There are structural reasons for cau-
tious optimism. .
question the next twelvemonths will ~ Energy Minister Uganda’s mobile money penetration
answer. Ruth Nankabirwa is among the highest in the world rela-
The crowdfunding application ad-  tours the Deep tive to its Gross Domestic Product (GDP),
dresses adifferent gap.Smallandme-  Tech Centre of which means there is a digital payments
dium enterprises in Uganda facea  Excellencein infrastructure on which capital market
chronic financing problem: toolarge  Namanve. Capital products can be layered.
for microfinance, too small and too  Markets Author- The country’s Treasury bill and bond
opaque for bank lending,and operat- ity launched its market is active, and the government
ing in a market where equity capital  regulatory sand- has a clear interest in broadening the re-
markets are thin. box in October tail investor base to diversify its funding
Online crowdfunding platforms,if 2025. pHoTO/ sources.
structured correctly, can aggregate  MICHAEL KAKUMIRIZ! Demand, in other words, is plausibly
retail capital and channel it toward there. The question is whether the plat-
businesses that would otherwise be forms in the sandbox can reach it af-
invisible to formal finance. fordably and at scale.

Liquid Telecom
Congratulates RENU
on the 20" Anniversary

"Your professional dedication’has earned respect and
admiration from everyone you serve. Congratulations on
reachingithisimpressive milestone.

Services Offered

Liquid Telecom Uganda is a leading pan-African technolagy provider, delivering high-speed
internet, data connectivity, and digital solutions to enterprises, institutions, and service
providers
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