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The Rt Hon Prime-Minister, Dr Ruhakana Rugunda, 

Your Excellency, the Outgoing President of the UN General Assembly, 

Hon Sam Kuteesa, 

Your Excellencies, Diplomats and all Hon Ministers Present, 

Distinguished Panelists, and participants,  

Ladies and Gentlemen 

 

Good morning, 

 

I am delighted to join you all to discuss the post- 2015 development 

agenda and most especially for this panel, the issue of mobilising 

diaspora resources to contribute to actualization of our development 

aspirations as espoused in the Uganda Vision 2040. 

 

The Ugandan diaspora is already investing resources in Uganda and this 

can be attributed to the favourable environment, including the sustained 

macroeconomic stability and the liberilised foreign exchange regime. 

Ugandans resident abroad remitted to Uganda a total of US$886 million 

in 2014, according to the data in the Bank of Uganda’s Personal 

Transfers Survey. Approximately US$260 million, or 29 percent of the 

total cash remittances were invested in the construction of buildings, 
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business and framing, or the purchase of land in Uganda or in savings of 

various kinds. A further US$174 million of the remittances was spent on 

the education of household members while US$64 million was allocated 

to their health expenditures. As such, just over half of total remittances 

by the Ugandan diaspora were invested in development in Uganda, when 

these investments are defined broadly to include education and health as 

well as fixed and working capital. This is not an insubstantial flow of 

resources for investment from the diaspora; it amounts to 2 percent of 

GDP and is about half the total amount of foreign direct investment.  

 

In assessing the scope for boosting resource mobilization by the 

diaspora, two questions are pertinent. First, how feasible it is to increase 

the aggregate amount of resources which the diaspora invests in Uganda, 

in all forms of investment? Second, is it possible to induce the diaspora 

to invest in more productive types of assets in Uganda, which might 

generate higher real rates of return? 

 

The total amount of resources which the diaspora has available to invest 

in Uganda is constrained by the savings they can accumulate from their 

income. We don’t have data on how much Ugandans living aboard can 

save from their incomes and what proportion of these savings are 

remitted to Uganda. However, data from the OECD countries indicate 

that household savings rates are generally quite low; the average for the 

Euro area is less than 8 percent of disposable income while for the 
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United States, household savings are only about 4 percent of disposable 

income. It is difficult to believe that Ugandans can save more than the 

averages for the countries in which they work, given that most Ugandans 

in the diaspora earn salaries which are at best quite modest and their 

living costs abroad are very high and that they must also support their 

family members back in Uganda. This implies that there is unlikely to be 

a large pool of untapped diaspora savings which could be mobilized for 

investment in Uganda, over and above the remittances which are already 

being transferred to this country. If Ugandans abroad had surplus 

savings, they would probably already be transferring these resources to 

Uganda for the building of houses or for the support of their families. 

 

Could the resources mobilized by the diaspora for investment be 

allocated more efficiently and therefore contribute more to 

development? In principle the answer to this question should be yes. 

Most of the investment financed by the diaspora takes place at the 

household level, in education, housing and family businesses. This 

allocation of assets reflects personal and cultural preferences rather than 

purely financial motives. Unfortunately, from the standpoint of society, 

this type of investment, concentrated at the household level, is unlikely 

to be optimal because the rates of return to small scale investments are 

usually not very high, with the probable exception of the funding of 

educational expenditures.  
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Rates of return to diaspora investments could potentially be much higher 

if resources could be pooled and invested in larger scale businesses, 

managed on commercial principles. The pooling of investments requires 

an efficient financial system which can offer investors financial 

instruments which yield attractive rates of return and met their 

preferences for risk, liquidity, etc. The results of the Bank of Uganda’s 

personal transfers survey indicate that only just over 10 percent of total 

remittances in 2014 were invested in financial assets.  

 

Opportunities to invest in financial assets, beyond government bonds, 

are limited in Uganda because our capital markets are not well 

developed. The prerequisites for developing the capital markets are 

mainly threefold: macroeconomic stability, sound regulation of the 

financial markets and the providers of financial products (by the Capital 

Markets Authority or the Uganda Retirement Benefit Authority) and the 

participation in the market by specialist financial institutions which 

mobilize savings and invest in capital market instruments. In terms of 

attracting retail investors, these pre-requisites apply equally to Ugandans 

in the diaspora as to Ugandans living here. There has been much 

consideration of issuing a “diaspora bond” to target retail investors in the 

diaspora, but the essential features of such a bond would be similar to 

the bonds that government already issues every month, and which have 

not yet proved very attractive to retail investors.  
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In most countries, retail investors who invest in financial markets do so 

through financial institutions such as pension and life assurance firms, 

relying on the expertise of these institutions to manage their investments 

and diversify them across a range of different financial assets. There are 

very few such financial institutions in Uganda, which is an obstacle to 

retail investment in the financial markets. However, enabling a 

competitive pension and life-assurance industry could transform 

opportunities for investment by the diaspora as well as by Ugandans 

living in this country. 

 

Many Ugandans in the diaspora intend to return home and live here 

when they retire. As such, long term savings products of the type which 

a competitive pension industry could offer, could be attractive for the 

diaspora. They would offer the Ugandan diaspora the opportunity to 

save in Uganda, generate positive real rates of return and benefit from a 

pension paid here when they retire. In turn, the savings of the diaspora, 

pooled by pension and life-assurance companies, could be invested in 

the private sector or in Government bonds where they would contribute 

to the financing of development.  

 

From the foregoing, we should try and raise the share of total 

remittances from the diaspora which are invested in financial assets from 

the current level of 10 percent. But to achieve this we need to develop 

the domestic capital markets through a combination of maintaining 
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macroeconomic stability, ensuring sound regulation of the capital 

markets and diversification of financial products and long-term savings 

and investment opportunities. 

  

As a Central Bank, we have augmented our sensitization of the diaspora 

with regard to the existing investment opportunities in Uganda. In 

addition to the delivery of low and stable inflation and support to the 

development of capital markets, we are continually improving on the 

payment systems to enable efficient transfer of monetary value within 

and across countries.  

 

Finally, every investor - be it residents or Ugandans in the diaspora, are 

only interested in protecting monetary value and will disinvest or flee at 

the first sign of trouble. Therefore, increasing investment in Uganda 

including the optimisation of remittance flows will depend on our 

continued commitment to providing an enabling environment. This 

requires time-consistent economic policies, macroeconomic stability 

including debt sustainability.  

 

I thank you all. 

 

 


