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INFLATION TARGETING (IT) AS A MONETARY POLICY FRAMEWORK FOR PRICE 

STABILITY IN UGANDA 

Introduction 

 BOU’s overall objective is to foster price stability in terms of low and stable 

inflation; a competitive exchange rate; and deep & stable financial markets. 

 One of the most important challenges facing policymakers is to determine 

how monetary policy should be conducted in order to achieve the desired 

objective.  

 In Uganda, Reserve Money Programme has been used as a monetary policy 

framework since 1993. It was adopted because information, particularly on the 

real sector was unavailable. The transformation of the macroeconomic 

landscape in Uganda has altered conditions that the redesign of the monetary 

framework is both pressing and meaningful.  

 Inflation Targeting is regarded as the “state of the art”  monetary policy 

framework by most industrialized and emerging market economies 

 Allows more discretion and room to respond to external shocks 

 Allows output stabilization; exchange rate stability and price stability 

 Allows sending clear monetary policy stance signal to the market and 

accountability 

 Communication plays an integral role in an IT framework 

Why does Bank of Uganda Communicate? 

 Monetary policy works through affecting private agents’ expectations. As a 

consequence, the effectiveness of monetary policy depends on the way the 

central bank communicates its policy intentions. Anchoring expectations of 

inflation and other key macroeconomic variables 

 Fulfillment of our transparency and accountability values 

Why the BOU training for the media today? 

 People need to understand the framework and goals of policy 

 The media as the key transmission channel needs to be “IT literate” 
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 Enhance quality of reporting to avoid misinformation or limit information 

asymmetry distortions to the economy. 

 

What shall be the most significant change? 

 Nomenclature of the Monetary policy framework changes from Monetary 

targeting to “Inflation Targeting-lite” or “flexible inflation targeting” 

 Bank of Uganda’s policy decisions shall be guided by “price of money” rather 

than the “quantity of money” 

 There shall be a clear operating target (short-term interest rate) to signal the 

stance of BOU’s monetary policy. 

 Daily monetary actions will be to steer the interbank rate to be around 

the CBR 

 CBR will be set based on inflation forecasts and outlook on several other 

variables. CBR will be raised when inflation is forecast to rise, thus 

reflecting tightening of monetary policy and vise-versa.  

 Bank of Uganda to issue a Monthly Press Communiqué setting out its 

assessment of the macroeconomic environment, the Inflation forecast and 

explanation of its policy actions. 

 Governor to issue the communiqué immediately after the decision of the 

Monetary and Credit Policy Committee. 

 

Conclusion 

 Media coverage of monetary policy actions is a central channel of the BOU’s 

communication with the wider public, and thus an important factor for its 

credibility and policy effectiveness 

 BOU commits to continued relay of accurate and honest information to 

guide planning and investment decisions of households and corporate entities. 

 


