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Editorial
Dear our esteemed readers,

Here is the August  issue of the 
Bank Scene. 

We appreciate all our Corporate 
members that sent delegates to the 
19th East African Banking School 
that that was held in Arusha, Tan-
zania between 12th – 16th August 
2019. 

Kindly note that we are still receiv-
ing applications for all our Profes-
sional Programmes for the August 
- November 2019 intake. We en-
courage you to take up these pro-
grammes to enrich your skills, aca-
demic and professional credentials

Have a fruitful and blessed August!

End Of August 2019 Markets Report
The Uganda shilling mildly strengthened on the back of improved inflows mainly from the 
commodity exporters. Trading was in the range of 3,685/3,695 a touch stronger compared 
to opening levels of 3,690/3,670. In the interbank money market overnight funds traded at 
7 per cent while one-week average rate was at 10 percent. In the fixed income market, there 
was no calendar issue. There was scanty trading activity in the secondary market. Bank of 
Uganda announced the bond reopening for upcoming auction at the 2 and 5 year curve. In the 
regional currency markets, the Kenya shilling held firm on account of portfolio inflows coupled 
with banks trimming positions to meet the reserve requirements. Trading was in the range of 
102.95/103.15 The Tanzania shilling also held its ground as supply and demand conditions 
evened out, trading in a narrow range of 2,294/2,304. In the global markets, the US dollar 
edged higher on expectation of a pivotal speech by Chairman Powell that was likely to rein-
force the view that Federal Reserve has not entered a prolonged monetary easing cycle with no 
justification of cutting interest rates again without new signs of economic weakness. Interna-
tional currency markets have in the recent months been driven by global central banks shift to 
more accommodative policy settings as economic demand slows and trade disputes intensify. 
Outlook for the shilling indicate a fairly stable currency, trading with a mild appreciation bias 
as end month flows trickle in.

Source: Daily Monitor

Bank of Uganda moves to hasten African payments
Ugandans will not have to convert their currency to US dollars to make payments outside 
the East African Community (EAC) after a continental payment system is achieved later this, 
year.  Dr Louis Kasekende, the Deputy Governor of Bank of Uganda (BOU), said the East 
African Payments System (EAPS) will soon be linked to other solutions on the continent to 
enable seamless transfer of money for individuals and businesses. Speaking at the launch of the 
Absa Small and Medium Enterprises (SME) Academy at the Sheraton Hotel Kampala recently, 
Dr. Kasekende said Ugandans will be able to Alternatively, Ugandans will be able to make 
payments in shillings for goods and services that are priced in alternative African currencies. 
“This should support intra-African trade and further support the growth of our commercial 
enterprises,” he said. Dr.Kasekende urged SMEs to formalise their operations and keep proper 
books of account so as to stand a greater chance of obtaining finance from the formal financial 
institutions. 

According to the 2018 statistical abstract by the Uganda Bureau of Statistics (UBOS) the bulk 
of Uganda’s workforce is engaged in subsistence Agriculture or informal family micro-enter-
prises.  Dr.Kasekende noted that establishment and expansion of domestic commercial enter-

prises to large scale firms is of utmost importance for the 
economy to attain the Vision 2040 transformation agenda. 
Mr. Nazim Mahmood, the interim Managing Director of 
Barclays Bank Uganda, said the academy had granted schol-
arships to 70 SMEs for a three-month training programme 
for local small business proprietors and directors. 

Bank of Uganda, Deputy Governor, Dr. Louis Kasekende 

Source: Newvision
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What the new NSSF bill means to workers

The National Social Security Fund (NSSF) yesterday said the pro-
posed tax on savers’ contribution will only apply if the beneficiaries 
don’t reach the mandatory retirement age of 60. The NSSF Manag-
ing Director, Mr.Richard Byarugaba said the five per cent NSSF 
contribution will be deducted before any government deductions 
such as Pay As You Earn are done on one’s gross pay and that the 
investment in the Fund will also be exempted from any taxes. But 
the taxes will be introduced when the beneficiary chooses to with-
draw their savings at the age of 55. 
For instance, he added that a beneficiary, whose annual salary 
amounts to Shs120 million and above, they will be subjected to 40 
per cent tax while those whose annual pay is below Shs120 million 
will have their savings subjected to 30 per cent tax deductions. 

NSSF Managing Director, Mr. Richard Byarugaba

Guidelines 
Under the current Pensions and Retirement benefits law, a member’s contribution is taxed at deduction of payroll, NSSF income 
is taxed when earned and the member’s benefits are exempted from tax. “All member accrued benefits will have been taxed by 
the time they are paid. When the NSSF Amendment Bill 2019, becomes law, the tax regime will change to an EET. Here, member 
contributions will not be taxed, and NSSF income earned will not be taxed. However, member benefits will be taxed at the point of 
withdrawal,” Mr Byarugaba said at a media briefing. He added: “Should a member attain the age of 60 years, their age benefit will 
not be taxed. Other benefits that will not attract tax also include the invalidity and survivors benefits. Under the new tax regime, a 
member will have more money compared to the current tax regime. 

“The government too will have earned more tax revenue under the new tax regime than it would have collected under the current 
one. The proposed amendments are progressive and address the concerns of the members and the country at large.” However, the 
National Organisation of Trade Unions (NOTU) chairperson general, Mr Wilson Owere, said while they agree with some of the 
proposals, they disagree on the issue to tax savers’ money at retirement. He said the years of retirement should be reduced to 50. “As 
workers, we will come out with our proposal. NSSF has kept this money for more than 30 years and invested with It, Government 
can take taxes on the investment but the savers’ money should come untaxed. They are tying people to retire at 60’ years so that you 
get money at 60 but we want the years to reduce to 50,” Mr Owere said. 

Dr Fred Muhumuza, an economist, said the NSSF proposal will only wait to pile the taxes on the contributor’s savings which at 
the moment is difficult to predict how heavy it will be. “Taxation is taxation. What is being proposed will pile the taxes at the end. 
The future taxes may be higher,” Dr Muhumuza said. On the issue to have companies employing less than five people to contribute 
to NSSF, Dr Muhumuza said it is unfriendly since most of these companies are struggling financially. He proposed that they give 
a threshold to companies which make money instead of applying it on all. He further said there is no need for NSSF to have it in 
the law to allow government borrow from the Fund but instead should look at ways of contributing more to the Fund. For example, 
he added that because NSSF is one of the biggest buyers of bonds. Government has already been borrowing. “NSSF is the biggest 
buyer of bonds. If you now make it official, NSSF will lose. In essence, government should be contributing to the Fund,” Dr Muhu-
muza said. Mr Byarugaba said 19 million people in Uganda work and of these, 5 million are in formal employment. 

Source: Daily Monitor
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Islamic Banking in Uganda, How it Will Operate. 
 
Dr Tumubweine Twinemanzi

Islamic Banking has recently attracted media attention and generated animated commentary from 
the public. This debate about a new financial product or service is healthy and warranted. How-
ever, there are some misrepresentations and falsehoods in this debate that need to be corrected.  In 
line with its constitutional mandate, Bank of Uganda (BoU) worked with Parliament to ensure that 
legislation enabling the introduction of Islamic banking products in Uganda was enacted. Conse-
quently, the Financial Institutions Act of 2004 was amended in 2016. The amendments included 
specific provisions allowing for the establishment of fully-fledged Islamic Financial Institutions 
and for existing Financial Institutions to offer Islamic Banking alongside their conventional bank-
ing services.

 
But what then is Islamic banking? In essence, it is a banking system based on the principles of Islamic or Sharia law. It is under-
pinned in the application by concepts derived from the Quran and the writings of Islamic scholars. These concepts revolve around 
the value of a sound currency and fairness in transactional dealings, the latter being structured within the bounds of Sharia law. Par-
ties to any transaction in this banking system are obliged to conduct their business affairs, with a focus on what is permissible and 
lawful under Sharia law. As indicated earlier, Islamic banking transactions are guided by morals and value system as derived from 
Sharia Law, and these demand: transparency and full disclosure between parties to a transaction; good faith in conduct by the parties 
to a transaction; and participation in transactions that do no harm to the wider society. Consequently, transactions in Islamic Banking 
are often viewed as a culturally distinct but religiously motivated form of ethical investing. And last but not least, the central premise 
in Islamic Banking is that money, in of itself has no intrinsic value, but rather it must be used to generate income through trade and/or 
investment intangible assets; whence it derives its value. Any gains arising from the trading are shared between the party providing 
the capital and the one borrowing the money and providing the expertise. In supplement to this fundamental premise, there are four 
key principles that provide an additional anchor for this type of banking, namely:

a) Prohibition of payment and receipt of interest
Interest represents any fixed or guaranteed payment on cash advances or on deposits, therefore representing a sure gain to the lender 
regardless of the performance of the borrower’s business or
commercial undertaking. This is precisely what Islamic Banking prohibits. However, Islamic banks are permitted to engage in trade 
and commerce, and the value they create is through the profits earned in trading or participating in other forms of commercial enter-
prise. But this option is not available to conventional banks since the value they create is through the earning of interest.

b) Mutuality of risk sharing-profit and loss
In Islamic Banking, the Banks and their customers are partners, and share in a predetermined and agreed ratio, the profits or losses 
arising from this “joint venture”. This, of course, demands full disclosure or rather minimal information asymmetry from both the 
lender and borrower with respect to the said transaction.

c) Prohibition of investment in harmful sectors / Businesses
Islamic Banking integrates Islamic moral and ethical value systems, and as such, prohibits the financing of harmful products and or 
activities. The definition of what constitutes harmful is derived from Sharia Law, and thus Islamic banks cannot, therefore, finance 
businesses such as casinos, nightclubs or any such activity.

d) Prohibition of uncertainty and speculation. 
There are strict rules in Islamic finance or banking against transactions that are highly uncertain or speculative or that may cause any 
injustice or deceit against any of the parties. For example, the sale of goods or assets of uncertain quality or delivery or payment; or 
contracts not drawn out in clear and unambiguous terms; are some of the many transactions prohibited under Islamic banking. This 
prohibition extends to transactions or contracts where uncertainty is combined with one party taking advantage of the property of the 
other, or where one party can only benefit when the other party loses. And by extension, speculative transactions are also prohibited 
since no asset is created.

How Islamic banking will operate in Uganda
In operation, Islamic Banks mobilize customer deposits and provide financing arrangements to customers by structuring various 
types of financial contracts. These contracts or transactions must uphold the four (4) key principles of Islamic Banking that were 
described earlier.
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Mobilization of Deposits: Under mobilization on deposits or funds, the existing legal and regulatory framework in 
Uganda allows for customer deposit mobilization through the following arrangements:
Profit-Sharing Investment Accounts
These are akin to fixed deposit accounts in that the account holder allows the bank to invest the funds on their behalf either in proj-
ects specified by the account holder or in unspecified projects. The bank and the account holder share profits/losses arising from the 
investments.

Profit Earning Investment Accounts: These in operation are akin to savings accounts in conventional banking. With 
these accounts, the customer earns a profit on their deposits held with the financial institution.

Non-profit-bearing deposit accounts.:These are akin to current accounts in conventional financial institutions. The 
depositor does not earn any profit on their deposits.

Disbursement of Credit: Regarding funds mobilized in a Sharia-compliant manner, Islamic banks provide and extend 
Sharia-compliant credit facilities in the following forms:

Sale Based Financing (Cost-Plus Mark-up); in this contract, the financial institution purchases an asset directly 
from a supplier and sells it to the customer at a pre-determined price. The selling price includes the original cost plus a negotiated 
profit margin.

Lease Based Financing: where the financial institution purchases an asset directly from a supplier and leases it to the cus-
tomer for a certain period at a fixed rental charge. The repayments made by the customer comprise the cost price plus the financial 
institution’s profit.

Equity Partnership: Financing; these contracts are based on Profit or Loss Sharing arrangements and they mainly take two 
broad forms: Trust Financing and Partnership as indicated below:

i) Trust financing: The financial institution provides the entire capital needed to finance a project, and the customer provides the 
expertise, management and labour. The profits from the project are shared by both parties on a pre-agreed (fixed ratio) basis. How-
ever, in the case of losses, the entire loss is borne by the bank.
ii) Partnership: These are similar to joint venture agreements, in which a bank and an entrepreneur jointly contribute capital and 
manage the business project. Any profit or loss from the project is shared in accordance with a pre-determined ratio. The financial 
institution would ordinarily terminate the joint venture gradually after a certain period or upon the fulfilment of a certain condition.

Regulatory framework: As indicated earlier, The Financial Institutions Act 2004 was amended in 2016 to enable Islamic 
Banking. The amendments therein included exemptions offered to licensed Islamic Financial Institutions with respect to restrictions 
on engaging in trade and commerce, activities not allowed for in conventional banks. Subsequently, Bank of Uganda issued the 
Financial Institutions (Islamic Banking) Regulations in February 2018 to cater for the technical aspects unique to Islamic financing, 
and to operationalize the amendments related to Islamic Banking in the Financial Institutions Act 2004. This regulation covers the 
“how” and “what” for the licensing and regulation of Islamic banking in Uganda, and a proviso that outside of the specific exemp-
tions granted in the amended Financial Institutions Act 2004, Islamic financial institutions are still bound to comply with all existing 
regulatory requirements.

One key requirement of the abovementioned Regulation is the establishment of a Shariáh Advisory Council (SAC) at the Bank of 
Uganda. This SAC is responsible for ensuring that all Islamic financial products presented and marketed as such, meet Shariáh based 
criteria for the said products and services. The establishment of this SAC should be concluded once consensus has been gotten with 
the relevant stakeholders.

Islamic Banking in Uganda, where we are today: Various entities have expressed interest in establishing Islamic 
Banking entities in Uganda. Bank of Uganda is currently processing three applications: one for an Islamic products window by a 
locally domiciled conventional Bank, and two applications by foreign entities interested in establishing fully-fledged Islamic Banks. 
It should be noted that Islamic Banking is practised in various jurisdictions around the World. In Africa, this includes countries like 
South Africa, Nigeria, Mauritius, Botswana, Kenya, Tanzania, Rwanda, Senegal, Algeria, Egypt, Sudan and Tunisia. The diversity 
of the dominant religious belief systems of the nations on the list above underscore the fact that Islamic banking is not a preserve 
of Islamic states or nations.

The writer is the Executive Director of Bank Supervision, Bank of Uganda
Source:  Daily Monitor
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FINANCIAL SECTOR NEWS HIGHLIGHTS

BOU maintains lending rate, lauds NSSF Bill 

The Bank of Uganda Governor, Professor Emmanuel Tumusiime Mutebile, maintained the benchmark lending rate at 10% and 
revealed that economic growth had slackened in the first two quarters of this year, compared to the first two quarters of last year.  
However, despite the slowdown, he noted that strong growth in bank loans and the multiplier effects of public infrastructure spend-
ing mean that the economy is ‘Pretty healthy, due to an accommodative monetary policy stance. The Governor, while addressing 
the media at the end of August 2019, revealed that economic growth is projected between 6% and 6.3% on the back of improved 
agricultural performance, strong domestic demand conditions and expansionary fiscal policy. 

Stanchart rolls out Social Banking solution

In its continued efforts to meet the rising demands of the country’s young and digitally-savvy population, Standard Chartered 
Bank has started the country’s first Social Banking Solution Called “SC Keyboard”. The feature, which is part of the bank’s newly 
launched Full Digital Bank  on Mobile, allows the bank’s customers to access ‘a variety of financial services from within any social 
or messaging platform without having to open the Banking app. This banking solution allows clients to transfer money in real-time, 
pay utility bills and instantly check balances.

Muhakanizi warns Government on debt 

By December 31, 2018, Uganda’s debt stock stood at $11.5b (about Shs42 trillion) which is 41.8 per cent of the Gross National 
Product, just 8 per cent below the IMF risky threshold of 50 per cent. Mr Muhakanizi said the current debt at Shs42 trillion is still 
sustainable but added that the Ministry of Finance is cautioning government to restrain itself on further borrowing. “It is still sustain-
able but there are signals we are flagging to government that if we don’t water down, we may end-up in unsustainable debt Position.

Uganda loses Shs 1.3Trillion annually in Tax holidays 

Economic policy experts have advised government to abandon its policy of providing tax holidays and incentives to investors. Pre-
senting a paper titled ‘Tax Policy and Investment in Uganda’ during the third Economic Growth Forum in Kampala recently, Prof 
Nada O Eissa from George Town University in Washington DC, USA, said the policy is costly to the tax payers. “Tax incentives cost 
[Ugandan] taxpayers Shs900 billion to Shs1.3 trillion or 1-2 per cent GDP annually,” Prof Nada said.

Growth in Loan Book, Deposits Boosts Stanbic’s Profitability 

According to Stanbic Bank, the stable macroeconomic environment contributed to a rise in its loan book. advances and customer 
deposits. The increased demand for loans, growth in deposit from new customers and rise in bank assets have boosted Stanbic Bank’s 
half year growth, according to figures released by the Bank recently. Presenting the bank’s half year results, Mr Patrick Mweheire, 
the Stanbic Bank Chief Executive Officer, said the stable macroeconomic environment had largely contributed to a rise in the banks’ 
loan book, advances and customer deposits. The bank saw its half-year profit after tax grow to Shs134Billion at the end of June 2019, 
which is a 40 per cent jump compared to Shs96.1Billion in the same period last year. 
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Course Minimum requirements Study mode Duration
The Chartered 
Banker programme

•	 Level 1 
Professional 
Banker

•	 Level 2: 
Executive Banker

•	 Level 3: Chartered 
Banker

First Route

Either

(i) Bachelor’s Degree in relevant disciplines 
(Eligible for exemptions)

(ii) Professional qualifications (CPA, ACCA, 
CIMA, CIPS, CPB)  - (Eligible for 
exemptions)

(iii) Master’s degree (Eligible for exemptions) 
and :

Second Route
Either

(i) Diploma - (No exemptions)
(ii) U.A.C.E with 2 Principal Passes (No 

exemptions)

Evening

 

Level 1:  1 year

Level 2:  1 year

Level 3:  1 year

Diploma in Microfi-
nance

Either

(i) UACE with 2 Principal passes and 1 sub-
sidiary pass obtained at the same sitting 
or equivalent

(ii)         Banking Certificate 

(iii)         Any other recognized professional

           qualification like CPA, ACCA or

            Equivalent.

Blended Evening

Private

Elearning                  

2 years

Certified Credit 
Management

Either

i. A university degree with at least two 
years of Credit related work experience 
in a financial Institution

ii. Recognized Professional qualification 
like CPA, ACCA or equivalent 

iii. Certified Professional Banker (Diploma 
in Banking)

Evening

 

9 months 

Post Graduate 
Diploma in Agricul-
tural Risk Manage-
ment and Finance

Either
(i) At least second class degree from a recognized 

University
(ii) A holder a recognized professional 

qualification in Accounting, Diploma in 
Banking/Certified Professional Banker

Weekend 9 months

Note :
• Chartered Banker, Certified  Credit Management and Diploma in Microfinance  programmes Start on 30th July 2019.
• Post Graduate Diploma in Agricultural Risk Management Programme (Weekend study) starts on 24th August 2019.
• Detailed information about the programmes, content and regulations can be obtained from: 
The Office of the Registrar on Tel. 0414-233628 /0414236849 /0772-467127 / 0705877708 
Email:uibinformation@uib.or.ug/rsemakula@uib.or.ug / hilkatono@uib.or.ug  
• Or  visit our offices on Plot 10 Buganda Road Opposite Buganda Road Court or our Satellite stations across the country.
• OR visit the Institute website on  www.uibfs.or.ug

HIGHLIGHTS FROM THE REGISTRAR’S OFFICE AND TRAINING DEPARTMENT
APPLICATION/ENROLMENT FOR THE AUGUST – NOVEMBER 2019 SEMESTER
The Institute Registrar announces to the general public that enrollment/ application for the Academic Year 2019/ 2020  is ongoing for  
the Academic, Professional Banking, Microfinance and PGD in Agricultural Risk Management & Finance Programmes listed below, 
Eligible persons in the Financial Service Sector, and those intending to join the sector are encouraged to pick application/enrolment 
forms at the Institute’s Head Office on Plot 10 Buganda Road, or at any of Institute’s satellite stations across the country.
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Upcoming Short Skills Courses for September 2019

Course 

Codes
Course Title Duration Venue Dates

Course Fees 

Ugandans (UGX) International ($)

Strategic Leadership 3 Full Days
Kampala

02nd  – 04th  Sept   700,000 
325

BFT-ACM-37 Advanced Credit Analysis 3 Full Days
Kampala

11th – 13th Sept   700,000 
350

BFT-CSE-06 Customer Service 
Excellence 5 Evenings

Kampala
16th – 20th  Sept   600,000

300

BFT-DB-84 Digital Banking 2 Full Days Kampala 19th – 20th   Sept 850,000 450

BFT-BB-01 Basic Banking Skills 5 Evenings Kampala 30th Sept – 04th 
Oct   650,000 300

BFT-BBM-20 Bank Branch 
Management  5 Full Days

Kampala

30th Sept – 04th 
Oct   750,000 400

Microfinance Competence Centre (MCC) Upcoming Short Skills Courses for September 2019

Course code COURSE TITLE Duration Venue Dates Cost (UGX) International ($)

MCC-MLA-13 Microloan Appraisal 3 days Mbale 04th – 06th Sep 2019 250,000 150

MCC-ARL-02 Agricultural Financing 5 days Kampala 11th – 13th Sept 2019 450,000 230

MCC-
MMW1-18

Making Microfinance Work 
(Product diversification 
and  Marketing in MFIs and 
SACCOs))

5 days Kampala 16th – 20th Sep 2019 450,000 240

MCC-CRA-30
Credit Analysis and Risk 
Assessment

3 days Kabale 18th – 20th Sep 2019 250,000 140
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BECOME A MEMBER OF THE INSTITUTE TODAY
All Financial Services Industry employees are eligible to become ordinary members of the Institute.

How to become a member:
An individual fills in a membership application form (available at www.uibfs.or.ug) and then returns it to the undersigned together with the 
subscription fee and two coloured passport size photographs.

Benefits that accrue to members:
• Access to the UIBFS Library (Physical and online resources)
• Free copy of the Financial Services Magazine and Newsletters
• Subsidized fee on some skills (short) courses
• Free attendance to UIBFS organised Public lectures 
• Recommendation to take up responsible positions within the industry 
  and the country at large
• Professional status, among others

For details please Contact:
The Membership & Business Development Manager
The Uganda Institute of Banking and Financial Services,
Bank of Uganda Building, Plot 76/78 William Street
P. O. Box 4986, Kampala,
Tel/Fax: 414 255396 / 0701 583 513
Email:  uibfsmembership@uib.or.ug
 ssemakula@uib.or.ug.

www.uibfslearning.or.uguibfselearning.or.ug


