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Hon. Minister of Finance, Planning and Economic Development,  

Chairman, Uganda Bankers Association, 

CEOs/MDs of Supervised Financial Institutions in Uganda, 

Executive Director, Uganda Bankers Association, 

CEO/Chairman of Eclectics International, 

Representatives of Development partners, 

Ladies and Gentlemen 

 

Good afternoon. 

Let me start by thanking the Uganda Bankers Association (UBA), for inviting the 

Bank of Uganda to be part of this momentous event. Allow me therefore to convey 

the apologies of the Governor, Prof. Emmanuel Tumusiime-Mutebile, who is 

unable to be here in person. 

 

The launch of an agent banking shared platform is a key milestone in our drive for 

financial inclusion, and is part of the various initiatives being implemented by 

government, Bank of Uganda and other stakeholders in the financial services’ 

industry.   

 

The National Financial Inclusion Strategy (2017-2022) spearheaded by Bank of 

Uganda and the Ministry of Finance, Planning and Economic Development, 

defines financial inclusion as “having access to and using a broad range of quality 

and affordable financial services”.  
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Clearly, the above definition encompasses several dimensions of financial services 

such as access, diversity of products and services, a cost element and financial 

literacy that deals with the ability of consumers to optimally partake of the 

services.  

 

Let us also recall that the cardinal role of the banking sector in an economy is to 

mobilize resources and intermediate them efficiently to the most deserving 

economic agents and sectors. For this to happen, the sector must be sufficiently 

developed and thus the need to look at the various dimensions of financial sector 

development – Size, efficiency, access and stability - to assess if our banking 

industry is on course.  

 

Available statistics such as the IMF Financial Access Survey data and the World 

Bank Development indicators’ databases (both available online) indicate that there 

has been some commendable progress. For instance; access to banking services has 

improved with the number of loan accounts with commercial banks per 1000 

adults increasing from about 18 in 2010 to 34 in 2016; the size of the sector has 

also expanded with total assets of the banking industry rising to about 28 percent 

of GDP, credit to the private sector by banks has steadily risen to about 14.5 

percent of GDP compared to a paltry 5.6 percent of GDP in 2000. Overall, the 

sector is generally sound and well capitalized.  

 

With the advent of technology, the sector has registered tremendous growth with 

the value of mobile money transactions now estimated at about 50 percent of GDP 

and the attendant crowding in effect of more users into the formal banking sector; 
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the number of accounts in commercial banks increased from 4.5 million as at June 

2015 to 7.4 million as at June 2017. In spite of the positive trajectory, Uganda’s 

financial sector still lags that of our peers like Kenya. For instance, credit to the 

private sector by banks in Kenya is estimated in excess of 32 percent of GDP.  

 

From the foregoing, we must identify the various factors impeding access and use 

of financial services. Key among them, are the interest rate spreads that have 

stagnated at about 10 percent, operational inefficiencies of banks and their capacity 

to design appropriate products or provide financial instruments suited to the unique 

needs of the various consumers. 

 

The agent banking shared platform we are launching today is therefore critical in 

partly addressing some of the above challenges through affecting the cost structure 

of banks and the means and ways to diversify and deliver financial solutions.  

 

Let me speak briefly about interest rates and why the agent shared platform is 

important. Interest rates largely reflect the general cost of doing business in an 

economy – cost and reliability of utilities and labour, inefficiencies in 

infrastructure, dearth of appropriate savings to be lent, the commercial justice 

system, etc. For instance, holding all other factors constant, a bank operating in 

Uganda where non-interest expenses as a ratio of gross income for deposit taking 

financial institutions averaged about 59 percent is unlikely to have a lower interest 

rate spread than its counterpart in Kenya where the said ratio was about 52 percent 

as at end quarter of September 2017. The same applies to relative cost of utilities 

like electricity. 
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While we all acknowledge the challenge of high interest rate spreads; I am certain 

we may differ in the prescription of solutions. The Bank of Uganda and indeed the 

government, prefers addressing the source of the problem – the high operating 

costs and inefficiencies, rather than taking some kneejerk steps that may ultimately 

reverse the progress registered thus far in terms of financial services’ provision to 

medium to high risk borrowers like SMEs.  

 

In complimenting government efforts to address the causal factors within its realm, 

Bank of Uganda is also continually engaging UBA to find solutions to this interest 

rate conundrum. One of the sustainable solutions to high operating costs is 

therefore Agent banking which by its very nature will lower costs through reducing 

the need for very costly brick and mortar branches; while the interoperability of the 

shared platform should lower unit costs of service provision for banks. I do hope 

banks will pass on these benefits to the final consumer. In addition, leveraging 

technology, as has been evidenced by the mobile money revolution, should also 

permit increased outreach and product innovation in formal financial services. 

 

Before I conclude my remarks; I want to stress the following; one is the need for 

banks to adapt their risk management frameworks in light of the very dynamic 

operating environment and the need to minimize any adverse impact of these new 

products/platforms on the soundness of the industry. Second, is the need for banks 

to leverage the experience garnered in bringing to life this agent shared platform, 

by engendering interoperability of all other digital services. Third, Innovations 

such as the agent shared platform entail good business and employment 

opportunities. However, the benefits in terms of lower costs, and business growth 

can only be fully realized when prospective agents and banks execute their 
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responsibilities with the utmost integrity and conformity to the guidelines as issued 

by the Bank of Uganda.  

 

Once again, I congratulate the UBA and wish you every bit of success. It is now 

my singular honor to invite the Hon. Minister of Finance, Planning and Economic 

Development to deliver his address and also officially launch the Agent Banking 

Shared Platform. 

 

Thank you for listening. 


