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Foreword
According to Sections 13(10) (a)(iv) of the Public Finance Management Act (2015), the Minister
of Finance is required to table a plan on public debt and any other financial liabilities, whilst
presenting the National Budget to Parliament. The Ministry of Finance, Planning and Economic
Development prepares the Medium-Term Debt Management Strategy annually in fulfilment of
this mandate.
The Medium-Term Debt Management Strategy (MTDS) stipulates how Government plans to
borrow and manage its debt to achieve a portfolio mix that reflects its cost and risk preferences,
while meeting financing needs. It is formulated using an excel-based analytical tool that takes
into account linkages between debt and the key macroeconomic fundamentals like domestic
revenues, expenditures and Gross Domestic Product (GDP) amongst others.
Preparation of the Financial Year 2021/22 MTDS was highly consultative involving major
stakeholders including Bank of Uganda (BOU) Parliamentary Budget Office (PBO), and National
Planning Authority (NPA), alongside Macro Economic Policy Department (MEPD), Treasury
Services Department (TSD) and the Directorate of Debt and Cash Policy in the Ministry of Finance,
Planning and Economic Development.
Four financing options were evaluated under uniform macroeconomic assumptions, economic
outlook, and shock scenarios to ensure that the selected debt management strategy is feasible.
The FY2021/22 MTDS will guide Government of Uganda (GoU)’s borrowing and intends to ensure
a well-balanced composition of its debt portfolio in terms of costs and risks.
The Debt Management team, in keeping with its commitment to conduct debt operations
transparently, will continue to engage key stakeholders through a communications framework
grounded in the core principles of transparency, openness, accessibility and consistency.
I hereby lay the report before the August House. The report augments the financial year annual
budget indicating a plan for the government debt and any other financial liabilities.

Matia Kasaija (MP)
Minister of Finance, Planning and Economic Development

March 2021
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EXECUTIVE SUMMARY
The Medium-Term Debt Management Strategy (MTDS) specifies how the Government plans to
structure its debt portfolio in the medium term and operationalizes the debt management
objectives, considering the constraints and, more specifically, the Government’s preferences
regarding cost-risk trade-offs.
The FY 2021/22 MTDS is the seventh published edition and is anchored on the following objectives:
i.

Meeting Government’s financing needs at the lowest possible cost, aimed at preventing
debt service spikes and policy reversal.

ii.

Support the development of the Government securities market and manage the
domestic debt refinancing risk by issuing more of the long-dated securities and
reducing the issuance of T- Bills.

iii.

Reduce the growth of interest payments as a percentage of GDP

The total debt stock as at end December 2020, was USD 17.96 billion equivalent to UGX 65.83
trillion indicating an increase from USD 13.3 billion equivalent to UGX 49.0 trillion at end
December 2019. This represents an increase of 35.0% in debt stock, equivalent to USD 4.66 billion
in one year. This increase was on account of a rise in external borrowing and its disbursements to
address the socio-economic impact of COVID-19 as well as growth in domestic debt issuances
to finance the fiscal deficit. The nominal debt to GDP as at December 2020 stood at 47.2%
compared to 38.0% as at December 2019.
Government will strive to keep debt within sustainable levels and to minimize refinancing risks
and costs. In view of this, the 2021 MTDS will guide the mobilisation of resources with minimal
risks and costs to guarantee the government’s financial capability to meet its debt obligations.
Implementation of MTDS FY 2019/20 was affected by the revenue short falls during the financial
year and the response to social-economic impact of the Covid-19 pandemic. Government
borrowed extensively to manage the effects and thus breached the set objectives of the FY
2019/20 MTDS. Interest payments to GDP was within the target range set of 2.19%-2.4% and
percent of domestic debt maturing in one year was below the operational target of 39.26%.
However, the performance of external debt maturing in one year as percent of the total external
debt was at 2.3% higher than the set target. The weighted average time to maturity (ATM) of both
the domestic and external debt portfolios were below the set targets breaching the FY 2019/20
MTDS. The interest rate and exchange rate exposure for both external and domestic debt were
increased on account of the increased levels of borrowing to meet the resource requirements
thus breaching the set ranges.
The economy has in the FY 2020/21 continued to suffer from the effects of the Covid-19 pandemic
thus an experience of revenue shortfalls and a need for borrowing to meet the budget requirement
of the FY 2020/21. Therefore, there is a breach of external interest payment as a percentage of
GDP at 0.6% as at December 2020 which is above the year objective of 0.5%. However, both
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the total interest payments as a percentage of GDP at 1.57% and the debt maturing in one
year as a percentage of the total external debt at 2.4% have not breached the upper limit of the
operational targets of 2.2% and 3.5% respectively.
During Financial Year 2021/22, GOU will while focussing on recovery measures from the effects
of the pandemic meet its debt management objectives by implementing a macroeconomic
framework, that constitutes a mix of 35% external and 65% domestic debt financing. External
financing will be driven by disbursements and new financing in form of concessional, semiconcessional, and non-concessional/commercial sources. Domestic borrowing will majorly be
in form of longer dated instruments aimed at reducing the refinancing risk in the public debt
portfolio.
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CHAPTER 1: INTRODUCTION
1.1

Background

The Medium-Term Debt Management Strategy (MTDS) continues to be an integral part of
the management of the Government of Uganda’s fiscal operations and its macro-economic
programme. It provides a framework to guide debt management decisions and operations
while linking borrowing plan with macroeconomic policy.
To finance the NDPIII programs and projects at the minimum cost possible and prudent degree of
risks, Government annually prepares the MTDS which determines the borrowing plan. The MTDS
guide the mobilisation of resources with minimal risks and costs to guarantee the government’s
financial capability to meet its debt obligations.
The 2021 MTDS has been prepared through evaluation of the costs and risks of several financing
options to determine; that which is feasible under the prevailing and projected local and
international financial market developments, to inform sources of funds, and establish associated
risks and costs to guarantee the government’s financial capability to meet its debt obligations.
Fundamental to these considerations was the need to keep debt within sustainable levels and
to minimize refinancing risks and costs.
The Covid-19 pandemic has in the FY 2020/21 continued to negatively affect economic activity in
numerous sectors of the economy. Particularly, it has led to continued underperformance of tax
revenues and thus widening the fiscal deficit which will increase borrowing requirements in the
FY 2021/22 and the medium term.
The FY2021/22 Strategy provides a cost and risk assessment of the debt portfolio characteristics
as at December 2020 and the half year performance of the 2020/21 debt management strategy.
It also sets target ranges to be adopted while managing public debt during the medium term
beginning FY2021/22. Additionally, it will guide GoU’s borrowing decisions and aim to ensure a
well-balanced composition of Government’s debt portfolio in terms of costs and risks.
There are four financing options that were considered and reviewed in the preparation of this
MTDS. The preferred option was selected through evaluating all of them under the medium-term
fiscal framework. The selected option prescribes the proportion of the fiscal deficit to be funded
through domestic and external borrowing, and the cost and risk trade-off that Government can
maintain.
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1.2 Objectives of the FY2020/21 MTDS
Specific Objective of the FY 2021/22 MTDS
To reduce the debt service cost by developing an external and domestic debt borrowing plan
and ensuring it is effectively implemented.
The main objectives of the borrowing plan in the FY2021/22 MTDS are to:

i.

Meet Government’s financing needs at the lowest possible cost aimed at
reducing debt service spikes and policy reversals

ii.

Support the development of the Government securities market and manage
the domestic debt refinancing risk by issuing more long dated securities; and

iii.

Reduce the growth of interest payments as a percentage of GDP

1.3 Scope of the FY 2020/21 MTDS
The FY 2021/22 MTDS focuses on Government External and Domestic Debt borrowing and does
not include borrowing directly undertaken by State-Owned Enterprises and Local Governments
as this is not significant in the case of Uganda.
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CHAPTER 2: PUBLIC DEBT PORTFOLIO ANALYSIS AS AT
DECEMBER 2020
2.1 Level of Government Domestic and External Debt
As at end December 2020, total debt stock was USD 17.96 billion equivalent to UGX 65.83 trillion
indicating an increase from USD 13.3 billion equivalent to UGX 49.0 trillion at end December 2019.
This represents an increase of 35.0% in debt stock, equivalent to USD 4.66 billion in one year. This
rise in debt stock is on account of increased external borrowing to address the socio-economic
impact of the COVID-19 pandemic which saw an escalation in the external debt disbursements.
This was coupled with the increased domestic debt issuances to finance the fiscal deficit. The
nominal debt to GDP as at December 2020 stood at 47.2% compared to 38.0% as at December
2019.
Figure 1: Public Debt Stock Trend from FY2004/05 to December 2020

Source: MOFPED

Figure 1 illustrates the historical trend of external debt and domestic debt from FY 2004/2005
to end December 2020. As at Dec 2020, out of the total debt stock, 65% amounting to USD 11.7
billion (UGX 42.6 trillion) was attributed to external debt while 35% equivalent to USD 6.3 billion
(UGX 22.9 trillion) was on account of domestic debt. As already mentioned, the increase in debt
stock is attributed to increased disbursements of external debt commitments and an increase
in domestic debt issuances.
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2.2

Composition of Government Debt as at December 2020

The sections below provide a snapshot of various proportions of the composition of Government’s
debt portfolio as at December 2020.

2.2.1 Domestic Debt Composition
As at end December 2020, domestic debt stock was comprised of 24% Treasury Bills equivalent
to UGX 5.5 trillion and 76% equivalent to UGX 17.4 trillion in Treasury Bonds. The breakdown of
the share of each instrument as a percentage of total domestic debt is indicated in figure 2.
Figure 2: Domestic Debt Composition by Maturity at End December 2020

Figure 2: Domestic Debt Composition by Maturity at End December 2020

Source: MOFPED

The 10- year bond holds the largest share of domestic debt stock with 23.93% (UGX 5.5 trillion)
followed by the 1-year T-bills at 21.66%, the 5-year bond at 19.34% and 15-year bond at 16.90%
respectively.
This is similar to last year regarding the share of the domestic debt stock by instrument where the
10-year bond instrument still held the biggest share at 34.9% (UGX 6.07 trillion) as at December
2019. The domestic debt market is still dominated by short-term investors with investment
horizons that typically do not exceed 5 years. However, there are ongoing reforms to address this
and increase investment in long dated securities and mitigate refinancing risk.
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2.2.2 External Debt Composition
As indicated in figure 3, out of the total USD 11.67 billion of external debt, 49.1% equivalent to
USD 5.73 billion is a share held by major multilateral creditors, while other multilateral creditors
held 13.8%, equivalent to USD 1.61 billion. Bilateral creditors categorised into Paris club and nonParis club took up 6.8% (USD 0.79 billion) and 22.7% (USD 2.65 billion) respectively whereas
commercial banks held a share of 7.6% an equivalent of USD 0.89 billion.
Figure 3: External Debt Composition by Creditor as at December 2020

Source: MOFPED

2.2.3 Public Debt by Currency Composition
The total debt portfolio was dominated by the local currency debt in Uganda shillings whereas
foreign currency debt was dominated by the USD and EURO as is shown in Figure 4.
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Figure 4: Government Debt by Currency Composition at end December 2020

Source: MOFPED

2.2.4 Public Debt Composition by Interest Rate Type
There has been a drop in the fixed rate debt composition of the total public debt portfolio
from 92% in December 2019 to 88.5% as at December 2020 and this has been on account
of increased commercial borrowing on variable interest rate terms in the last year. The share
of variable interest rate loans increased to 11.5% from 7% during the same periods and was
composed of only external debt as all domestic debt is contracted at fixed rate market terms.
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2.3 Cost and risk indicators of public debt
Table 1: Cost and risk indicators of the existing Central Government debt
Dec-19

Dec-20

Risk Indicators

External Domestic
debt
debt

Amount (in billions of UGX)

31,487.30

17,376.10

48,863.40

42,610.7

Amount (in billions of USD)

8.6

4.7

13.3

11.7

6.3

18.0

Nominal debt as % of GDP

24.5

13.5

38.0

30.7

16.5

47.2

PV as percent of GDP1

Cost of debt

Interest rate
risk

FX risk

Domestic
debt

Total
debt

22,965.9 65,576.7

16.8

13.5

30.3

21.2

19.9

41.1

Interest
payment as %
of GDP

0.4

1.7

2.2

0.6

0.97

1.57

Weighted Av.
IR (%)

1.7

12.8

5.7

1.8

13.7

6.0

14.1

3.9

11

12.7

5.1

10.1

Debt maturing
in 1yr (% of
total)

1.7

37.1

12.3

2.4

33.0

12.7

Debt maturing
in 1yr (% of
GDP)

0.5

4.6

5.1

0.9

5.4

6.3

ATR (years)

13.5

3.9

10.7

11.8

5.1

9.5

Debt refixing
in 1yr (% of
total)

10.3

37.1

18.3

18.8

33.0

24.8

Fixed rate debt
incl T-bills
(percent of
total)

91.3

100.0

93.9

82.9

100.0

87.5

ATM (years)
Refinancing
risk

Total External
debt
debt

FX debt (%of
total debt)
ST FX debt (%
of reserves)

66.6

69.9

5.2

8.3

Source: MOFPED

2.3.1 Cost of Debt
At the end of December 2020, total Central Government debt interest payments as a share
of GDP was 1.57%. Whereas there was increased borrowing in the first half of FY 2020/21, the
interest obligations from this borrowing will fall due later, beyond December 2020.
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2.3.2 Refinancing/ Roll Over Risks
The major refinancing risks are debt maturing in one year as a percentage of total public debt and
Average Time to Maturity (ATM). ATM refers to the average length in years it takes for Government
to clear off principal i.e. the average time it takes for all the public debt to mature. The longer the
ATM the less risky the portfolio is deemed to be as it will take a longer time for Government to
pay off the debt hence less strain on the budget.
The average time to maturity (ATM) of all the principal payments in the external debt portfolio
in December 2020 reduced to 12.7 years from 14.1 years in December 2019. This has been on
account of acquisition of new external borrowing on commercial terms with shorter maturity
periods. The ATM for domestic debt increased to 5.1 years in December 2020 from 3.9 years in
December 2019. This is attributed to introduction of the 20- year Treasury Bond in FY 2020/21.
The overall time to maturity of all principals of the existing debt portfolio (external and domestic
debt) consequently reduced from 11.0 years as at December 2019 to 10.1 years as at December
2020.
Out of the total domestic debt as at December 2020, the domestic debt maturing in one year
decreased from 37.1% in December 2019 to 33%. On the other hand, external debt maturing in
one year as percentage of the total external debt increased to 2.4% from 1.7% as at end December
2019.

2.3.4 Interest Rate Risks
The Average Time to Refixing (ATR) best defines interest rate risk in the debt portfolio as the total
time it takes for interest rates in the debt portfolio to change.
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Figure 5: Weighted Average Domestic and External Interest rates

Source: MOFPED

As indicated in the figure above, the weighted average interest rate for domestic debt rose from
12.8% as at December 2019 to 13.7% as at December 2020, representing an increase of 0.9%;
whereas the weighted average interest rate for external debt increased slightly by 0.1% from
1.7% to 1.8% in the same period. The main reason for the increase in the upward movement of
domestic debt average interest rates was due to the increased net domestic financing during
the year, disruptions of covid-19 and the election cycle.
External debt stock was dominated by fixed rate debt at 74.7%, followed by variable rate debt
of 17.8% whereas no-interest rate debt accounted for 7.5%, as at December 2020. The external
Average Time to Refixing (ATR) of total public debt (external and domestic) is seen to have
reduced from 10.7 years as at December 2019 to 9.5 years as at December 2020. In the current
high interest rate environment, a shorter ATR is detrimental because interest rates change to a
higher rate in a short time resulting into higher debt service costs. Government can mitigate the
variable rates and shorter dated debt by opting for concessional fixed rate debt.
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2.3.5 Exchange Rate Risk
The foreign currency debt as a percentage of the total debt increased from 66.6% in December
2019 to 69.9% as at December 2020. This implies that Government has got to use more of its local
currency to be able to pay off the foreign currency debt. Furthermore, the short-term debt as a
percentage of reserves also increased from 5.2% to 8.3% in the same period. There is therefore a
need for Government to devise strategies of earning foreign exchange such as export promotion.
Figure 6 illustrates the existing share of major foreign currency denominated debt of the
Government of Uganda as at December 2020; (USD at 48.0% equivalent to USD 5.5 billion
followed by the EURO at 30.3% equivalent to USD 3.47 Billion)
Figure 6: External Debt Currency Composition as at December 2020

Source: MOFPED
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CHAPTER 3: PERFORMANCE OF MTDS FOR FY 2019/20
AND HALF YEAR PERFORMANCE OF FY 2020/21 MTDS.
3.1 PERFORMANCE OF FY 2019/20 MTDS
The implementation of MTDS FY 2019/20 was affected by the revenue short falls during the
financial year and the response to social-economic impact of the Covid-19 pandemic. In order to
fund activities to combat the COVID-19 pandemic, Government borrowed both externally and
domestically, thus breaching the targets in the FY 2019/20 MTDS.
The performance of FY 2019/20 MTDS is divided in operational target performance and
disbursement/ issuance performance as detailed below:

3.2 OPERATIONAL TARGET PERFORMANCE OF FY 2019/20 MTDS
Table 2: Cost and risk operational objectives and performance of FY 2019/20 MTDS.
Cost and Risk
exposures

Cost and Risk Indicators

Performance
FY 2018/19

FX risk

0.3

0.4-0.5

0.4

Domestic Interest Payment as % of
GDP

1.7

1.78-1.9

1.8

Total Interest Payment as % of GDP

2.0

2.19-2.4

2.2

External Debt maturing in one year
(% of Total)

1.8

<2.16

2.3

36.0

≤39.26

37.0

ATM External Portfolio (Years)

15.0

≥ 16.45

12.7

ATM Domestic Portfolio (Years)

3.8

≥ 4.95

4.3

External Debt Refixing in one year
(% of total)

9.6

16.97-17

17.7

Domestic Debt Refixing in one year
(% of total)

36.0

17.3-18

37.0

ATR External Portfolio (Years)

14.6

14.8-20

11.9

ATR Domestic Portfolio (Years)

3.8

4.9-6

4.3

Foreign Currency Debt (% of total
debt)

66.5

65.76-66

68.3

7.58-8

6.5

Short term FX debt (% of reserves)

5.2

Source: MFPED
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Performance
FY 2019/20

External Interest Payment as % of
GDP

Domestic Debt maturing in one
R e f i n a n c i n g year (% of Total)
Risk

Interest rate risk

Objective
FY2019/20
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3.2.1 Cost of debt
The interest payments to GDP increased from 2.0% to 2.2% between June 2019 and June 2020
which is within the target range of 2.19%-2.4% set in the FY 2019/20 MTDS. Interest payments
on domestic debt as a percent of GDP increased by 0.1 percent while external debt interest
payment to GDP also increased by 0.1 percent largely on account of commercial borrowing
of EUR 600M for Budget support during the financial year. The interest payment to GDP on
external debt remained within the operational target of 0.4%-0.5% at the end of FY 2019/20
and domestic debt interest payments also remained within the operational target set in the FY
2019/20 MTDS.

3.2.2 Refinancing Risk/Rollover risk.
In FY 2019/20, the target range for external debt maturing in one year as percent of the total
external debt was set to be less than 2.16%. However, the above risk indicator increased to 2.3%
as at end June 2020 from 1.8% in June 2019 thus breaching the operational target. The increase
is majorly on the account of start in principal payments of flagship projects such as Karuma and
Isimba Hydro Power Dam in FY 2020/21.
The percent of domestic debt maturing in one year increased from 36% in June 2019 to 37%
in June 2020 but still not breaching the operational target of 39.26%. As at end June 2020, the
weighted average time to maturity (ATM) of all the principal payments in the domestic debt
portfolio was below the MTDS target of at least 4.95 years. Domestic debt ATM increased from 3.8
years to 4.3 years due to deliberate effort by Government to issue longer dated securities.
The external debt ATM declined from 15 years in June 2019 to 12.7 years in June 2020 breaching
the minimum target of 16.5 years mainly due to disbursement of EURO 600M budget support
loan with maturity of 7 years and IMF Rapid Credit Facility with maturity of 10 years.

3.2.3 Interest rate risk.
As at end June 2020, it will take on average 11.9 years for all the principal payments in the external
debt portfolio to be subjected to a new interest rate down from 14.6 in June 2019. This will breach
the target range of 14.8 - 20 years in FY 2019/2020 borrowing constraint. This is attributed to
disbursement of more variable rate debt which lowered the average time to refixing.
The interest rate risk exposure in the domestic debt portfolio remains high following the short
maturity of the domestic debt, especially T-bills. As at end June 2020, it will take on average
4.3 years for the domestic debt redemptions to be subjected to new interest rates which is still
outside the operational target range of 4.9 - 6 years in FY2019/20 borrowing constraint.

3.2.4 Exchange rate risk.
The share of foreign currency debt increased by 1.8% to 68.3% in June 2020 from 66.5% in June
2019 due to increased external borrowing to mitigate the impact of Covid-19 pandemic. This
indicates that Uganda’s exposure to foreign exchange risks increased.
MEDIUM TERM DEBT MANAGEMENT STRATEGY 2021/22-2024/25
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3.3 INSTRUMENTS PERFORMANCE OF MTDS FOR FY 2019/20
Table 3: Projected and actual disbursement/issuance for FY 2019/20 MTDS.
Projected Disbursement/Issuance

Actual Disbursement/Issuance

Amounts (UGX)

Percent

Amount (UGX)

Percent

Gross
Financing
14,023,681,998,045
Requirement

100.00%

16,726,414,995,492

100.00%

External

6,661,248,949,071

47.50%

8,246,415,005,234

49.30%

Domestic

7,362,433,048,974

52.50%

8,479,999,990,258

50.70%

Instrument

External Debt Instruments
IDA/ADF_Fx

2,170,425,534,170

15.48%

1,536,304,659,142

9.18%

Concessional_Fx

898,642,866,556

6.41%

2,539,652,812,778

15.18%

Non_Concessional_Fx

1,718,653,569,044

12.26%

1,087,432,472,082

6.50%

Non_Concessional_Var 254,185,117,342

1.81%

232,659,032,017

1.39%

Commercial_Fx

117,985,248,740

0.84%

-

0.00%

Commercial_Var

1,501,356,613,219

10.71%

2,850,366,029,215

17.04%

International_Bond

-

0.00%

-

0.00%

Domestic Debt Instruments
T-Bills_Fixed

4,049,338,176,936

28.88%

5,062,950,729,502

30.27%

T-Bond 2 YR_Fixed

1,104,364,957,346

7.88%

972,921,684,409

5.82%

T-Bond 5 YR_Fixed

441,745,982,938

3.15%

590,270,156,823

3.53%

T-Bond 10 YR_Fixed

1,177,989,287,836

8.40%

968,443,909,996

5.79%

T-Bond 15 YR_Fixed

588,994,643,918

4.20%

885,413,509,528

5.29%

T-Bond 20 YR-Fixed

0.00%

0.00%

Source: MoFPED

3.3.1 Gross Borrowing Requirement
The MTDS for financial year 2019/20 assumed a gross borrowing requirement of UGX. 14,023.7
Billion of which 52.5% would be through domestic borrowing and 47.5% to be sourced externally.
The actual gross borrowing requirement was UGX. 16,726.4 Billion, 19% higher than what was
assumed in the MTDS for FY 2019/20. This is majorly attributed to increase in the external
borrowing in the financial year to cater for supplementary expenditures to mitigate the social
and economic impact of Covid-19 pandemic. This further indicates that the fiscal deficit used in
the MTDS for FY 2019/20 was conservative as further evidenced by the revenue shortfall in the
financial year.
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3.3.2 External debt instruments coverage
The external borrowing for FY 2019/20 did not adhere to MTDS in terms of instruments allocation.
The change in the gross borrowing requirements affected the amounts allocated to each
instrument. This is majorly attributed to:
i)

The lock-down period that slowed down the implementation of some development
projects which eventually affected the loan disbursements. Thus, the projected
amounts of disbursements for creditors such as World Bank and African Development
Fund was higher than the actual disbursements.

ii)

The disbursement of the Budget support loan of EUR 600M from Stanbic Bank and the
Trade and Development Bank (TDB) plus the IMF Rapid Credit Facility of USD 498.7M
were not projected in the MTDS for FY 2019/20. Thus, the actual amount disbursed for
instruments such as concessional fixed and commercial variable were higher than the
allocation in the MTDS for FY 2019/20.

iii)

The MTDS for FY 2019/20 projected disbursement of UGX. 118 Billion for commercial
borrowing on fixed rate terms. However, there was no disbursement of commercial
fixed rate loan during the financial year.

3.3.3 Domestic debt instruments coverage
Similar to external borrowing, domestic borrowing for FY 2019/20 did not adhere to MTDS in
terms of instruments allocation. The actual amounts issued were generally higher than the
projected amounts. This is explained by increase in Net Domestic Financing from UGX. 1,587
Billion at the time of formulating the MTDS to UGX. 2,570 Billion in the FY 2019/20 budget. The
increase in Net Domestic Financing affected the planned instrument allocation for domestic
debt issuance thus deviating from MTDS for FY 2019/20.

3.4 Half year performance of FY 2020/21 MTDS
The MTDS of FY 2020/21 is the sixth published edition. The implementation of this debt strategy
has already been greatly affected by revenue shortfalls, and additional expenditure requirements
approved in Q2 of FY 2020/21 which raised the Net Domestic Financing to UGX 6,312.7bn from
the original UGX 3,054.2bn.
As a result of the continued negative effects of the COVID -19 pandemic on the Tourism, Education
and Construction sectors, Uganda’s projected GDP growth of 4.5 percent in FY 2020/21 has since
been revised to 3.1 percent. This has resulted in the breach of some of the operational targets for
FY 2020/21 as early as the 1st half of FY 2020/21 and deviation from the MTDS.
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Table 4: Cost and risk operational objectives and half year performance of MTDS.
Cost and Risk
Cost and Risk Indicators
exposures

June 2020

Performance
H1 -FY 2020/21

Objective
FY2020/21

External Interest Payment as % of GDP

0.4

0.6

0.4 - 0.5

Domestic Interest Payment as % of GDP

1.8

0.97

1.5 - 1.7

Total Interest Payment as % of GDP

2.2

1.57

1.9 - 2.2

External Debt maturing in one year (% of
Total)

2.3

2.4

=< 3.5

Ref inancing
Domestic Debt maturing in one year (%
Risk
of Total)

37.0

33

=<34.5

Domestic T-Bills Portfolio

24.8

24

=<27.5

Cost of Debt

Source: MoFPED

3.4.1 Cost of debt
The ratio of total interest payments to GDP in the first half of FY 2020/21 was 1.57%. However, due
to the increased borrowing in the financial year, the interest costs in outer periods is projected
to increase.
The external interest payments to GDP increased by 0.2 percent between June 2020 and
December 2020 from 0.4% to 0.6% respectively which is above the overall target range of 0.4%0.5% set in the FY 2020/21 MTDS
The breach in the operational target is attributed to the poor economic performance that has
resulted in lower yields in the projected domestic tax revenues and thus a need for additional
borrowing to meet the expenditure needs for the FY 2020/21. The major borrowing so far
undertaken included the World Bank Loan for Covid-19 response and the increased NDF through
domestic borrowing from the projection of UGX 2,764bn to UGX 4,264bn by the end of December
2020. This will affect interest payment later in the financial year.

3.4.2 Refinancing Risk/Rollover risk
The MTDS of FY 2020/21 set the target range for external debt maturing in one year as percent
of the total external debt to be less than 3.5%. By the end of December 2020, the above risk
indicator increased to 2.4% from 2.3% in June 2020 keeping it within the operational target.
The increase is majorly on the account of contracting short-term loans from Commercial banks
that is the EUR 600 million budget support for FY 2019/20 and principal payments of flagship
projects such as Karuma and Isimba Hydro Power Dam due in the next one year.
The percent of domestic debt maturing in one year decreased from 37.0% in June 2020 to
33% in December 2020 which is within the operational target of 34.5% set for FY 2020/21. This
indicates the increased issuance of longer dated securities.
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CHAPTER 4: FY 2021/22 FINANCING STRATEGY
4.0 Introduction
In determining the FY 2021/22 Government of Uganda Medium Term Debt Strategy (MTDS) and
consequent borrowing plan, four options were assessed under uniform macro and market data
and relevant risk/stress scenarios such as interest and exchange rate shocks. Thereafter, the most
appropriate financing strategy in terms of cost, risk and feasibility was adopted.
This MTDS is also anchored to both the NDPIII and the current Charter for Fiscal Responsibility
(CFR) provisions which recommends that, “by FY2020/21, Government’s fiscal deficit (including
grants) should not exceed 3% and the debt to GDP (in present value terms) should not exceed
50%”. The projected deficit for FY2020/21 is 9.7%, which is significantly above the target for the
CFR due to the effects of Covid-19 on the economy and the revenue shortfalls.
In light of this, the macro-economic assumptions used in the preparation of the FY 2021/22
MTDS envisage a high fiscal deficit of 4.2% in FY 2021/22 that eases out in the medium term to as
low as 2.3% by end of FY 2025/26. With respect to public debt, the debt to GDP ratio (in PV terms)
was 31.8% in June 2020, which complies with the CFR. The projected performance of debt to
GDP ratio (in PV terms) for FY 2021/22 is 42.9% which aligns to the CFR.

4.1 Baseline macroeconomic Assumptions
Table 5 relays the outturns and projections of the macroeconomic assumptions that have formed
the basic principles for the preparation of the FY 2020/21 MTDS preparation.
Table 5: Summary of the Macroeconomic assumptions underlying this MTDS.
Outturns
2019/20

Projections
2020/21

2021/22

2022/23

2023/24

2024/25

2025/26

Fiscal Assumptions (UGX Bn)
Total revenue and
grants

18,442.3

21,148.1

23,507.6

26,226.5

29,979.1

35,940.3

43,722.7

Total Government
Expenditure

28,392.6

35,734.0

30,398.8

35,080.9

39,093.7

44,328.7

49,655.2

   o/w Primary
Expenditure

25,460.2

31,552.3

25,510.3

30,235.3

33,931.4

38,838.2

44,061.6

   o/w Interest
payments and
commitment fees

2,932.4

4,181.6

4,888.5

4,845.6

5,162.3

5,490.5

5,593.6

Overall balance

-9,950.3

-14,585.9

-6,891.2

-8,854.4

-9,114.6

-8,388.4

-5,932.5

Primary Balance

-7,018.0

-10,404.3

-2,002.7

-4,008.9

-3,952.3

-2,897.9

-338.9

14.5%

14.9%

15.9%

17.2%

As a percentage of GDP
Total revenue and
grants

13.3%

14.1%

14.3%
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Outturns

Projections

2019/20

2020/21

2021/22

2022/23

2023/24

2024/25

2025/26

   o/w Revenue

12.5%

12.9%

13.2%

13.5%

14.0%

15.1%

16.5%

   o/w Grants

0.8%

1.1%

1.2%

0.9%

1.6%

1.4%

1.0%

Total Gov
Expenditure

20.4%

23.8%

18.5%

19.3%

19.4%

19.6%

19.6%

   o/w Primary
Expenditure

18.3%

21.0%

15.5%

16.7%

16.8%

17.2%

17.4%

   o/w Interest
payments and
commitment fees

2.1%

2.8%

3.0%

2.7%

2.6%

2.4%

2.2%

Overall balance

-7.2%

-9.7%

-4.2%

-4.9%

-4.5%

-3.7%

-2.3%

Primary Balance

-5.1%

-6.9%

-1.2%

-2.2%

-2.0%

-1.3%

-0.1%

253,696.2

Memorandum Items
Nominal GDP
(UGX Bn)

138,840.8

150,235.1

164,206.7

181,446.8

201,802.4

226,189.4

International
Reserves (USD
Mn)

3,864.52

3,519.15

3,755.36

4,026.43

4,254.76

5,208.01

Source: MFPED

4.1.1 Growth Assumptions
Table 5 shows that in the second half of FY 2019/20, economic activity was largely affected by the
COVID-19 outbreak and some of the containment measures enacted to curb the spread of the
pandemic. Consequently, real GDP growth initially projected at 6.3% for FY 2019/20 performed
at 2.9%. With the easing of the containment measures, economic activity has slightly picked
up. This trend is projected to continue with real GDP gradually increasing to 3.1% for FY2020/21
and 4.3% for FY 2021/22. Thereafter growth is expected to return to the pre-shock growth level
averaging 6.9% over the rest of the medium term, majorly supported by increased production
and productivity in the agricultural sector, the industrialization drive, improved efficiency in
public investment as well as the commencement of oil & gas production.

4.1.2 Fiscal Assumptions
Revenue including grants as a percentage of GDP is projected to increase from 14.1% in FY2020/21
to 14.3% in FY 2021/22. This ratio is expected to continue to increase all through the medium
term majorly supported by the implementation of the Domestic Revenue Mobilization Strategy
(DRMS) which targets to increase domestic revenue as a percentage of GDP by 0.5 percentage
points per annum.
Primary expenditure is projected to increase to 21.0% of GDP in FY2020/21 majorly driven by
election related spending and Government’s spending towards stimulation of the economy
in response to the economic and social effects of the COVID-19 outbreak. It will thereafter
decline to 15.5% in FY 2021/22, in line with Government’s commitment to keep debt at low and
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manageable levels. Between FY2022/23 and FY2025/26, primary expenditure as a share of GDP
will increase slightly to an average of 17%, as Government completes key infrastructure projects
particularly in the oil and gas sector.

4.2 Analysis of the proposed Medium-Term Strategies
In preparation of the best financing options, we accessed four (4) strategies as summarised in
table 6
Table 6: Cost and Risk Indicators of the proposed Strategies as at June 2025
Risk Indicators

2020

As at end 2025

End
June

S1

S2

S3

S4

Nominal debt as % ofGDP

40.8

46.9

47.5

47.1

46.6

PV debt as % of GDP

31.8

38.8

40.4

39.6

38.9

Interest payment as % of GDP

2.2

2.6

3.0

2.7

2.5

Implied interest rate (%)

5.5

6.3

7.4

6.5

6.1

12.5

9.2

11.8

8.8

8.8

5.5

4.3

5.6

4.2

4.1

12.7

11.7

11.5

11.3

10.4

4.3

7.3

7.4

7.3

7.1

10.2

10.4

9.8

10.1

9.6

ATR (years)

9.6

8.5

8.6

9.1

7.8

Debt refixing in 1yr (% of total)

23.4

34.5

29.6

23.9

40.2

Fixed rate debt incl T-bills (% of
88.8
total)

72.9

80.5

83.4

65.9

T-bills (% of total)

7.3

2.9

5.3

2.9

2.1

FX debt as % of total

68.3

68.8

57.3

68.8

75.1

ST FX debt as % of reserves

6.6

18.3

17.7

16.8

22.5

Debt maturing in 1yr (% of total)
Debt maturing in 1yr (% of GDP)
Refinancing risk

ATM External Portfolio (years)
ATM Domestic Portfolio (years)
ATM Total Portfolio (years)

Interest rate risk

FX risk
Source: MFPED
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The proposed strategies in this year’s MTDS are as follows:
Strategy 1 (S1) : Existing Macro Economic Framework
Strategy 2 (S2) : Increased Domestic Debt Borrowing
Strategy 3 (S3) : Eurobond Issuance
Strategy 4 (S4) : Increased External Debt Financing

4.2.1 Strategy 1 (S1): Existing Macro Economic Framework
Strategy 1 (S1) represents the existing macroeconomic framework which assumes an average of
external and domestic debt borrowing at 48.5% and 51.5% respectively over the medium term.
Out of the external financing, 68.67% is expected at concessional and semi concessional terms.
This is in-form of disbursements from multilateral and bilateral creditors and new financing from
both traditional and non-traditional creditors. In addition, GOU expects to borrow 31.33% under
non-concessional and commercial terms.
In terms of Domestic Financing S1 is aligned with Government’s effort to increase the average
time to maturity of domestic debt. Therefore, the stock of T-bonds will continue to account for
at-least 75% of the total domestic debt thereby reducing refinancing risk.
In terms of cost and risk indicators and in-line with the objectives which this MTDS intends to
achieve, this Strategy provides an implied portfolio interest rate at 6.3% and its interest payments
as a share of GDP stands at 2.6% compared to strategy 4 at 2.5%
S1 also provides a long Average Time to Maturity of 10.4 years and this is attributed to the
bigger proportions of concessional and Semi-concessional loans under external debt with long
maturities of between 25 and 40 years. It also provides the opportunity to borrow from and
develop the domestic debt market.

4.2.2 Strategy 2 (S2): Increased Domestic Debt Borrowing
This strategy focuses on an increase in domestic borrowing compared to external borrowing with
domestic borrowing taking up 70% while external financing to 30%. The aim of this strategy is
to develop the domestic market by issuing more domestic debt and reduce the refinancing risk
by issuing more longer dated instruments.
This strategy achieves a nominal debt to GDP of 47.5% as well as a high interest-rate payment
to GDP of 3%. Its implied interest rate of the total debt portfolio came at 7.4% indicating a
significant increase from the June 2020 performance.
On the refinancing, the strategy registers a high percentage of debt maturing in one year of
11.8%. This is as a result of having projected more issuances in the short-term instruments with
an intention to curb high interest costs in the longer dated instruments.
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However, S2 has an impressive Average Time to Maturity (ATM) for domestic debt at 7.4 years
which is attributed to the issuance of longer dated securities. Furthermore, it registers a low
share of foreign currency in the total debt portfolio growing to only 57.3% over the medium term.

4.2.3 Strategy 3 (S3): Eurobond Issuance
Strategy 3 (S3) envisages a Eurobond issuance within the external financing instruments. This
strategy maintains the share of domestic and external debt financing at the current macroeconomic framework level but however introduces the issuance of a Euro-bond constituting an
average of 34.3% of external financing over the medium term.
It assumes a reduction of borrowing from Commercial creditors to an average of 12%. In the recent
years, the bond market has become increasingly competitive compared to the loan market in
terms of interest rates and repayment terms and provides government with the opportunity for
acquiring a huge amount of funding to meet its huge investment priorities. However, S3 registers
a high cost of debt in terms of nominal debt to GDP at 47.1%, interest payments to GDP at 2.7%
and implied interest rate at 6.5%.

4.2.4 Strategy 4 (S4) - Increased External Debt Financing
Strategy 4 (S4) proposes an increase in the External borrowing proportions with external debt
increased to an average of 62.5% in the medium term. In addition, Strategy 4 assumes an increase
in commercial borrowing at an average of 40.5% in the medium term and eliminates the
Eurobond issuance entirely under external financing. As a result, S4 has a comparably low cost
of debt in terms of nominal debt to GDP at 46.6%, interest payment to GDP at 2.5%, and implied
interest rate of 6.1%. In addition, its refinancing risk is quite favourable with debt maturing in 1
year as a percentage of total debt at 8.8% and debt maturing in 1 year as a percentage of GDP
at 4.4%.
However, S4 also provides a short Average Time to Maturity of 10.4 years for external financing
and only 9.6 years for the entire portfolio. This is attributed to the less proportions of concessional
and Semi-concessional loans and a lot more commercial borrowing.
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4.3 FY 2021/22 Financing Strategy
4.3.1 Considerations for and choice of FY 2021/22 Debt Financing
Strategy
In terms of cost and risk indicators and in-line with the objectives which this MTDS intends to
achieve, S1 provides the second-best implied portfolio interest rate at 6.3% compared to S4 at
6.1% and interest payments as a share of GDP at 2.6% compared to S4 at 2.5%. S1 also provides
the longest and therefore the best Average Time to Maturity of 10.4 years compared to S2, S3 and
S4 at 9.8,10.1 and 9.6 years, respectively.
However, S2 performs better on Average Time to Maturity (ATM) for domestic debt at 7.4 years
and has the lowest share of foreign currency in the total debt portfolio growing to only 57.3%
over the medium term. On the refinancing, S2 has the highest debt maturing in one year of
11.8% compared to all other strategies. Thus it has the highest refinancing risk amongst the 4
strategies. Note, that one of the intermediate objectives of this year’s debt management strategy
is to reduce the refinancing risk embedded in the Public debt portfolio.
S3 has the potential of fetching huge amounts of required financing to meet the infrastructure
requirements. However, it has the second highest cost of debt in terms of nominal debt to GDP
at 47.1%, interest payments to GDP at 2.7% and implied interest rate at 6.5% amongst the 4
strategies.
Whilst S4 has the lowest cost of debt in terms of nominal debt to GDP at 46.6% and low interest
Payment to GDP at 2.5%, and thus a lower refinancing risk, it is not realistic in terms of feasibility.
S4 assumes that Government will not undertake any net domestic financing in FY 2021/22 which
has is not attainable at this time.
This therefore leaves us with S1 as the most preferred strategy among the rest of the strategies
as it has better nominal debt as % of GDP compared to S2 and S3. Secondly S1 is more realistic
in terms of feasibility and its instrument proportions are balanced and speaks to our objectives.
Hence, during Financial Year 2021/22, GOU will meet its debt management objectives by
implementing Strategy 1- Existing Macroeconomic Framework, that constitutes a mix of 35%
external debt and 65% domestic debt financing that will inform the FY 2021/22 borrowing plan.

4.3.2 The FY 2021/22 Borrowing Plan
According to the borrowing plan in table 7 detailing the programmed nominal amounts and
percentage distribution of the various financing instruments; External financing will be driven by
existing loan disbursements. In addition, it will constitute new financing in form of concessional,
semi-concessional, and non-concessional/commercial sources in the proportions of 35%, 33.67%
and 31.33% respectively. Under the domestic borrowing, 54% will be in form of longer dated
instruments and 46% will be instruments with a duration of a year and less. This is all aimed at
reducing the refinancing risk in the public debt portfolio.

24

MEDIUM TERM DEBT MANAGEMENT STRATEGY 2021/22-2024/25

Ministry of Finance, Planning and Economic Development

Table 7: The FY 2021/22 Borrowing Plan

Instrument

Projected amount Bn
UGX

USD

%

ADF_Fixed

      1,091,268

     283.69

20.00%

Concessional_FX

         818,451

     212.76

15.00%

Semi_Concessional_FX

         527,481

     137.12

9.67%

Semi_Concessional_var

      1,309,521

     340.42

24.00%

Non_Concessional_FX

                    -

               -

0.00%

Non_Concessional_var

         400,097

     104.01

7.33%

Commercial_FX

                    -

               -

0.00%

Commercial_var

      1,309,521

     340.42

24.0%

Eurobond_FX

                    -

               -

0.0%

         5,456,338
0
91 & 182 T-Bills_Fixed

      1,114,652

     289.76

11.0%

364 T-Bills_Fixed

      3,546,620

     921.98

35.0%

T-Bond 2$3 YR_Fixed

      1,519,980

     395.13

15.0%

T-Bond 5 YR_Fixed

      1,013,320

     263.42

10.0%

T-Bond 10 YR_Fixed

      1,215,984

     316.11

12.0%

T-Bond 15 YR_Fixed

      1,013,320

     263.42

10.0%

T-Bond 20 YR_Fixed

         709,324

     184.40

7.0%

       10,133,200
Total Gross Financing

15,589,538

4,053

Source: MFPED
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4.3.3 Operational Targets for FY 2021/22
To holistically assess the performance of the FY 2021/22 financing strategy, we set operational
targets that consist of both cost and risk indicators. As indicated in table 7 below.
Table 8: Operational Targets for FY 2021/22
Cost and Risk Indicators
Cost of Debt
External Interest payment as % of GDP
Cost of Debt

Target Ranges
Projected Outturns
(upper limit)
June 2021
2021/22
2021

2022

0.38

<=0.49

Domestic Interest payment as % of GDP 1.69

<=2.13

Total Interest payment as % of GDP

2.06

<=2.62

External Debt Maturing in 1 YR (% of
3.02
total)

<=4.05

R e f i n a n c i n g Domestic Debt Maturing in 1 YR (% of 31.84
total)
Risk
Total Debt Maturing in 1 YR (% of total) 12.56
Domestic T-bill Portfolio

23.70

<=21.92
<=10.13
<=17.55

Source: MFPED

In FY 2021/22, Government aims at maintaining interest payments as a share of GDP of not more
than 2.62% and reduce the share of Treasury Bills in the total debt portfolio to less than 17.55%
in terms of refinancing risk.

4.3.4 Constraints to Implementation of the Strategy
Implementation of the strategy has potential constraints that may hinder Government’s ability
to meet its cost and risk objectives. The constraints include:
i.

The increase in fiscal deficit due to continued effects of the Covid-19 pandemic on the
economy may lead to increased borrowing.

ii.

Slow external debt disbursements on account of the conditionalities attached to external
financing.

iii.

Non-adherence to the Strategy and the stipulated borrowing plan such as through
increases in Net Domestic borrowing during the financial year as has historically been
the case.

iv.

Expenditure driven rather than revenue-based budgeting will raise the deficit and
consequently create the need to borrow more than has been projected.

v.

Failure to meet the macro assumptions for example if there are revenue shortfalls and as
such Government may be forced to borrow, to cover the resource shortfalls.

vi.

Unforeseeable circumstances (Force Majeure) may force Government to deviate from the
borrowing plan.
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4.3.5 Proposed interventions
In order to avert the envisaged constraints there is need for consideration of the following to
ensure effective delivery of the strategy:
i)

Scale up revenue mobilization through effective operationalisation of the Domestic
Revenue Mobilization Strategy to mitigate the widening fiscal deficit.

ii)

Realistic expenditure plans that are aligned to the projected revenues and the borrowing
plan so as to have sustainable debt levels.

iii)

Undertake limited Borrowing both externally and domestically to reduce the costs of
debt servicing and to ensure fiscal and debt sustainability; and

iv)

Maintain external debt concessional borrowing and avoid commercial/non-concessional
borrowing of the contracted loans and limit domestic debt within 1% of GDP.

4.3.6 Conclusion
As we embark on implementing the FY 2021/22, there is need for strong political support in
terms of ensuring the adherence to this strategy to enable Government of Uganda attain the cost
and risk target ranges. Further there is need for consistent technical support from stakeholder
departments and Agencies across Government to abide by the proportions and targets proposed.

MEDIUM TERM DEBT MANAGEMENT STRATEGY 2021/22-2024/25

27

Ministry of Finance, Planning and Economic Development

Annex 1 Gross borrowing and Composition of debt by instrument
Figure 7: Gross borrowing by instrument for each strategy (percent of total).

Source: MFPED
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Figure 8: Composition of debt by instrument type

Source: MFPED
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Annex 2: Glossary of Debt Terms
Average Time to Maturity (ATM): This provides
an indicator for the average life of debt. It
measures the average length of time it takes
for debt instruments to mature and therefore
the extent of the refinancing risk exposure.
A long ATM implies lower refinancing risk
exposure, and vice versa.
Average Time to Re-fix (ATR): ATR provides a
measure for the average length of time it takes
for interest rates to be reset. The longer the
period, the lower the interest rate exposure.
Bilateral Creditor: A type of creditor in the
context of external debt. Official Bilateral
creditors include governments and their
agencies, autonomous public bodies, or
official export credit agencies.
Borrower (debtor): The organization or the
entity defined as such in the loan contract,
which usually is responsible for servicing the
debt.
Bullet Repayment: The repayment of
principal in a single payment at the maturity
of the debt.
Concessional Loans: These are loans
extended on terms substantially more
generous than market loans. Concessionality
is achieved either through interest rates
below those available on the market or by
longer grace periods, or a combination of
these. Concessional loans typically have long
grace period.
Creditor: The organization or entity that
provides money or resources and to whom
payment is owed under the terms of a loan
agreement. It is an entity with a financial
claim on another entity.
Debt Default: Failure to meet a debt obligation
payment, either principal or interest
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Debt Disbursed and outstanding:
The
amount that has been disbursed from a loan
commitment but has not yet been repaid or
forgiven.
Debt Refinancing:
Debt refinancing
involves the replacement of an existing
debt instrument or instruments including
any arrears with a new debt instrument or
instruments.
Debt Service: Refers to payments in respect
of both principal and interest. Actual debt
service is the set of payments made to satisfy
a debt obligation, including principal, interest,
and any late payment fees. Scheduled debt
service is the set of payments, including
principal and interest, which is required be
made through the life of the debt.
Debt: All Liabilities that are debt instruments
Disbursed Loans: The amount that has
been disbursed from a loan but has not yet
been repaid forgiven
Domestic debt stock/GDP: This is a commonly
used measure of the level of domestic debt
relative to the size of the economy.
Domestic debt stock/Private Sector Credit
(PSC): This ratio helps monitor the extent
to which government borrowing may be
crowding out the provision of credit to the
private sector.
Domestic Debt: Debt liabilities owed by
residents to residents of the same economy.
Domestic Interest Cost/Domestic Revenue
(excluding grants): This ratio captures the
budget sustainability of the domestic debt
burden. The benchmark captures the relatively
higher risk of accumulation of domestic debt
in Uganda due to the relatively low level of
Domestic revenue to GDP.
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Domestic Interest Cost/Total Government
expenditure: This ratio describes the share of
total government expenditure that is directed
to pay domestic interest costs. This therefore
provides an indication of the extent to which
available resources are used to meet finance
costs at the expense of growth enhancing
activities. The higher the ratio, the higher will
be the risk of holding back economic growth
External Debt: At any given time, is the
outstanding amount of those actual current,
and not contingent, liabilities that require
payment(s) of interest and/or principal by the
debtor at some point(s) in the future and that
are owed to non-residents by residents of an
economy.
Face Value: Face value is the undiscounted
amount of principal to be paid to the holder
at maturity (e.g., the redemption amount of a
bond).
Gross Domestic Product (GDP): Essentially,
the sum of the gross value added of all resident
producer units plus that part (possibly the
total) of taxes on products, less subsidies
products, that is not included in the valuation
of output.
Interest: This is a form of investment
income that is receivable by the owner of
financial assets for putting such assets and
other resources at the disposal of another
institutional unit.
International
Monetary
Fund (IMF):
Following the Bretton Woods Accords and
established in 1945, the IMF is a cooperative
intergovernmental monetary and financial
institution with 187 member countries. Its
main purpose is to promote international
monetary cooperation so to facilitate the
growth of international trade and economic
activity more generally. The IMF provides
financial resources to enable its members
to correct payments imbalances without
resorting to trade and payments restrictions.

International Development Association
(IDA):
IDA, established in 1960, is the
concessional lending arm of the World Bank
Group. IDA provides low- income developing
countries (economies) with long- term loans
on highly concessional terms typically, a tenyear grace period, a 40-year repayment period,
and only a small servicing charge.
Multilateral Creditors: These creditors are
multilateral financial institutions such as the
IMF and the World Bank, as well as other
multilateral development banks.
Nominal Value: The nominal value of a
debt instrument is the amount that at any
moment in time the debtor owes to the
creditor at that moment; reference to the
terms of a contract the debtor and creditor
typically establish this value. The nominal value
of a debt- instrument the value of the debt
at creation, and any subsequent economic
flows, such as transactions (e.g., repayment of
principal), valuation changes
Percent maturing in any year after year
one: To avoid refinancing requirements being
particularly concentrated in any single year, it
is recommended to spread maturities evenly
over the maturity curve. This risk control
measure helps prevent rollover risk from being
simply shifted to a later period, for example
from year one to year two.
Percent Maturing in One Year: This is the share
of debt maturing in the next twelve months.
High proportions are indicative of high levels
of interest rate or rollover risk. The risk is more
pronounced in less liquid markets.
Present Value (PV): The present value (PV)
is the discounted sum of all future debt
service at a given rate of interest. If the rate
of interest is the contractual rate of the debt,
by construction, the present value equals the
nominal value, whereas if the rate of interest
is the market interest rate, then the present
value equals the market value of the debt.

MEDIUM TERM DEBT MANAGEMENT STRATEGY 2021/22-2024/25

31

Ministry of Finance, Planning and Economic Development

Principal Outstanding: The amount
principal disbursed and not repaid.

of

Stock of Debt: The amount outstanding as of
a moment of time.

Principal Repayment: The payments that are
made against the drawn and outstanding
amount of the loan

Treasury Bills: Negotiable securities issued
by the government. In general, these are
short-term obligations issued with maturity of
one year or less. They are traded on a discount
basis.

Share of Bonds/Bills: A target for the share of
Treasury bonds to bills outstanding within the
domestic debt stock acts as a useful rule of
thumb to help in achieving the benchmarks
for managing refinancing risk.

Treasury Bonds: Longer Term securities
compared to Treasury Bills. Usually more than
a year.

Short-Term Debt: Debt that has maturity of
one year or less. Maturity can be defined on
either an original or a remaining basis.
Spread (Margin): A percentage to be added
to some defined base interest rate, such as
LIBOR, to determine the rate of interest to be
used for a loan.
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DIRECTORATE OF DEBT AND
CASH POLICY
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BLOOMBERG SCREEN SHOTS - VARIABLE INTEREST RATE TRENDS AND
UGX/USD EXCHANGE RATE PROJECTIONS
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MINISTRY OF FINANCE, PLANNING AND
ECONOMIC DEVELOPMENT
Apollo Kaggwa Road
P.O. Box 814, Kampala
www.ﬁnance.go.ug
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