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Uganda at a Glance as at June 2016

 Population size 40.3Mn people

 Annual GDP growth rate is 6.68%

 Agricultural sector growth 3.2% & Industry 3.0%

 Core Inflation  6.8% (3 months average to May 2016)

 Agriculture is the backbone of Uganda’s economy

 Agricultural  sector contributes more than 27% of the 
country’s GDP (2014) &  over 78% of the country’s 
export earnings; 

 Agriculture employs over 65% of Ugandan 
households 
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The  Agricultural Credit Facility(ACF)

In an effort to bridge the financing gap, enhance
agricultural productivity & stimulate Uganda’s
economic development, the Government of
Uganda (GoU) in partnership with Commercial
Banks, MDIs, Credit Institutions & Uganda
Development Bank Ltd (PFIs) set up the ACF to
provide medium to long term loans to farmers &
agro processors at favourable terms.
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The  Agricultural Credit Facility(ACF)

 The ACF was initiated in the year 2009

 The key objective of the ACF is to
promote commercialization of
agriculture through provision of
medium & long term financing to the
agricultural sector focusing mainly on
value addition.
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Under what terms are the ACF loans ?

 Max loan amount ≤ UGX  2.1bn.(can go up to 
UGX 5bn on a case by case basis )

 Max loan period - 8 Yrs & minimum 6 Months

 Grain Trade 2 Yrs &  Max loan amount  up to 
UGX 10BN per individual or company

 Grace Period - maximum of 3 years

 Interest rate - max of 12% per annum & 15% 
for Working capital for Grain trade.

 Primary security is machinery & equipment
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What is Eligible under the ACF?

• Most activities along the Agricultural  value 
chain e.g Acquisition of agricultural machinery 
& equipment ,post-harvest handling 
equipment, Storage facilities ,agricultural 
inputs ,Irrigation facilities etc

• Agro-procesing activities

• BUT We don’t finance Purchase of land 
,Planting of trees & trading (apart from grain) 
and refinancing existing facilities 
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SOURCES OF FUNDS

 The funds are contributed by both the 
Government of Uganda and the PFIs  with 
each contributing 50% of any loan given to a 
farmer/agro-processor

 The MDIs and Credit Institutions contribute 
30% and GoU 70% of any loan given to a 
farmer/agro-processor

 Capital Base currently stands at UGX 238.14bn 
of which 119.1billion is GOU contribution 
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Why involve the Central Bank in 
Agricultural Financing?
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 Core function of the Central Bank of Uganda is the
maintenance of price stability

 For this to be achieved, there must be monetary
stability & a sound financial environment with
unhindered access to capital by the real sector

 The developmental function & monetary
management are mutually complementary & the
neglect of one would lead to under development and
Agric being the backbone of the economy has to be
given special priority



Why involve the Central cont’d?
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 We may not be the best suited to offer these loans to
the agricultural sector but we have acted as a
catalyst for the financial institutions to venture into
agricultural financing which most of them have now
embraced even without the Government guarantee.

• Empirical evidence suggests that gross domestic
product (GDP) growth originating from agriculture is
twice as effective in reducing poverty as GDP growth
linked to the non-agricultural sectors.” (FAO 2010)



Why involve the Central Bank cont’d?
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 It is evident that agriculture forms a big
portion of the goods used in measuring
inflation. The improved performance of
the Agricultural sector has therefore
helped in controlling inflation.

 The risks faced in the agricultural space,
if not managed, can be a source of price
instability.



ECONOMIC BENEFITS ACCRUING TO  THE ACF
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 Enhanced  farmers & agro processors access 
to affordable credit facilities from PFIs

 Increased food production hence  food 
security

 Increased  value  addition  to  agric -produce 
thus increase in farmers income & tax revenue

 Increased Agricultural exports & foreign  
exchange revenue 



IMPACT OF THE ACF INTERVENTION  IN THE 
FINANCIAL SECTOR
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• The scheme has instilled a level of confidence
in agric finance to the financial institutions
that has resulted in their willingness to lend to
the agricultural sector even without the
Government guarantee.

• As a consequent, some PFIs have put in place
innovative programs in agricultural finance &
improved risk management tools as well as
relative increase in investment in the sector.



IMPACT OF THE ACF INTERVENTION cont’d
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• Development partners have come on board with
guarantee packages to support Financial institutions
to lend to the agricultural high risky areas

• Farm mechanisation has increased thus increase in
commercial farming & Household income

• Increased Financial literacy & Demonstration centres
to educate farmers on the best methods of farming

• Positive effects on welfare of farmers–Wealth
Creation agenda



IMPACT OF THE ACF INTERVENTION Cont’d
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 The ACF has increased the Ugandan made product 
range especially in the Dairy sector that now 
produces packed milk, skimmed milk, yoghurt, ghee, 
cheese etc and the Tea sector – that produces 
processed tea, packed tea bags, spiced teabags etc

 Increase in the employment levels – more people  
employed in commercial  farms

 Reduced importation of food items like Sugar ,tea 
and poultry products –now have own Hatcheries

 Stable prices in most food products



IMPACT OF THE ACF INTERVENTION cont’d
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 The Government of Uganda in partnership
with the Insurance companies has established
an Agricultural insurance scheme to provide
premium subsidy to farmers

• The agricultural insurance scheme which will
be rolled out this month is expected to
mitigate the risk of the Financial institutions
lending to the risky areas in agriculture.



Performance of the ACF as at 31st

May 2016
 A total of 432 loan applications worth UGX 336 bn

have been received at BOU

 334 eligible projects across the country have 
benefitted

 UGX 207 bn has been disbursed to eligible 
borrowers across the country

 Out of this, SMEs comprise 42%

 18 Financial Institutions are actively participating.

 57.4% -lent to projects engaged in agro-processing
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Key investments Financed
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57.38%

12.81%

2.47%

16.38%

6.12%

2.41% 2.43%

Agro processing machinery (wheat,
tea, rice, maize, milk, cotton, etc
processing machinery)

Tractors and farm equipment

Irrigation  and green house facilities

Farm expansion (poultry houses, farm
structures, modernisation of the farm,
etc)

Storage facilities, refridgerators and
recycling plants

Working Capital for the purchase of
Grain

Other agricultural machinery and
activities (hatcheries, generators,
farming, etc )



Challenges Encountered
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 At the forefront of the challenges are high 
systemic risks: from the environment 
(drought, flood &disease), from markets (price 
volatility, trade policy & trade practices 
affecting exports &market access).

 Other key challenges include lack of adequate 
rural infrastructure, socio-economic 
conditions at the farmer level & lack of access 
to the range of inputs required by farmers



Challenges Encountered by BOU
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• Limited skills in agricultural lending on the
part of some PFI officers in charge of the ACF

• Few PFIs participating as only 18 out of 25 are
participating

• Delays in the Settlement of delinquent loans
due to the Public Finance Management Act
that has stringent rules of write off of public
funds.



General Challenges
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 Lack of collateral by some  farmers  –Land Tenure 
issues

 Poor record keeping by some farmers  -lenders find it 
difficult to appraise the loan requests  

 Lack of reliable & adequate information on good 
agric practices

• Poor Infrastructure affecting loan monitoring   

• Lack of appropriate policies for agricultural finance

• Inadequate storage facilities



Possible Solutions to Counter the 
challenges
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 Institute measures that promote   financial literacy 
and consumer protection & agricultural  business 
education. Bank of Uganda has already embarked on 
Financial  literacy program across the country

Develop agricultural insurance schemes, such as crop 
or weather insurance, to mitigate risks in the agric 
sector, especially  among the SMEs. 

 The GoU is in a process of establishing an Agric
Insurance scheme  that will help farmers hedge 
against various risks



Possible Solutions to Counter the 

challenges
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Use of tripartite agreements  as collaterals

 Where a legal agreement exist between the farmers/ 
farmer co-operative, buyer & Bank, farmers are 
advanced loans based on the agreement. 

• de-risk agriculture so that banks can lend with 
confidence, 

• The government of Uganda has continuously come 
up with innovative ideas to promote the Agricultural 
sector.



Conclusion 
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• The ACF has helped the central bank in its role
of ensuring price stability and a sound
financial system

• It has continued to register significant
improvement with the portfolio growing from
UGX 46.4 billion in December 2010 to UGX
206.73 billion as at May 31, 2016.

• It is hoped that with the introduction of the
Agricultural insurance scheme, most risks will
be mitigated thus increasing the uptake.
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