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D  Executive Summary

Uganda’s business environment improved
in Q3 2025, although conditions remained
fragile. The overall Business Health Index
(BHI) rose to 48.62 in Q3 2025 from 47.20 in
Q2 2025, below the neutral threshold of 50,
indicating a cautious recovery.

This improvement was supported by easier
access to inputs and stronger demand
expectations, partly influenced by anticipated
higher consumer spending during the festive
season and the forthcoming elections.
However, cost pressures persisted, with the
Cost of Production Index declining slightly
from 36.72 in Q2 2025 to 3618 in Q3 2025.

Looking ahead, business sentiment remained
optimistic, with the Business Health
Outlook at 59.04, slightly below 60.16 in Q2
2025. A strong Sales Outlook of 66.30 and
a Production Outlook of 57.58 reinforced
expectations of increased activity in Q4 2025.
Profitability expectations were also positive
at 62.86, indicating that managers anticipate
improvements in sales and production,
although elevated production costs may
continue to weigh on earnings.

Sector performance in Q3 2025 was mixed
but broadly supportive of overall business
conditions, with outlook indices signaling
cautious optimism. The agriculture index stood
at 51.54, supported by stronger production

and sales, while its outlook index was 59.21,
indicating confidence in continued recovery.
The Agro-processing index reached 50.20, with
an outlook index of 56.77, and Manufacturing
improved to 47.69 but anticipates 60.84.

Tourism and Health recorded strong recoveries
with indices of 54.65 and 57.58, supported by
outlook indices of 61.64 and 66.67. Education
and Other Services posted indices of 48.88
and 46.58, while their outlook indices were
48.39 and 63.24. Wholesale Trade remained
weak at an index of 41.36, though its outlook
index of 65.90 signals strong optimism.

Regional performance varied, with Western
at 50.45, Central at 49.74, Eastern at 46.56,
and Northern at 40.69. All regions reported
positive outlooks. UDB-funded enterprises
outperformed non-UDB firms, posting a BHI
of 53.66 compared to 4512, driven by stronger
production, higher sales, and improved access
to inputs. Both groups maintained positive
outlooks.

Key constraints included high financing costs,
energy and water expenses, insufficient
demand, transport costs, taxes, regulatory
bottlenecks, and delayed payments, which
explain why profitability and the overall
BHI remain below neutral despite improved
activity and sentiment.




D 2.0 Data and Methods

The Business Health Survey (BHS) covered 447
enterprises, i.e., 152 UDB customers and 295
non-UDB customers. The study employed a
stratified random sampling approach covering
small and medium-sized enterprises (SMEs)
and large-scale entities in key growth sectors.

The survey captured data from primary
agriculture, agro-processing, manufacturing,
tourism, human capital development
(including education and health),
wholesale trade, and other services such as
transportation, the creative industry, and
financial services, covering all the regions:
central, eastern, northern, and western areas.

The Business Health Survey (BHS) generated
perceptions among business owners and
managers regarding the current state of their
businesses’ performance and outlook.

The study on present business health
captured the perceptions of business owners
and managers on the performance of their
enterprises during the just-ended quarter
(Q3 2025) compared to the previous quarter

(Q2 2025), while the business health outlook
captured the expectations on the business
performance for the next quarter (Q4 2025)
compared to the just-ended quarter (Q3 2025).

This process involved assessment of business
owners’ and managers’ perceptions on key
business health indicators, including raw
material and input availability, production,
sales, profitability, and job creation, to
generate the Business Health Index (BHI)
that is sensitive to direction as opposed to
the magnitude of the change in business
conditions.

The study also covered the critical challenges
that affected businesses during Q3 2025. The
survey identified critical business constraints
on which respondents confirmed whether
they were affected or not, including high costs
of financing, high costs of utilities (water and
energy), high labor costs, insufficient demand,
and high transport expenses. We also asked
them to share any other challenges that
impacted their business environment during
the analyzed quarter.

21 Calculation and Interpretation of the Business Health Index (BHI)

The Business Health Index (BHI) is calculated using five core indicators: raw materials availability,
production, sales, profitability, and enterprise-driven job growth. These indicators reflect critical
aspects of business performance and resilience. Respondents rated their perceptions on a Likert

” u

scale: “higher,” “same,” “lower,” or “improve,

” u

same,” and “worsen” for each indicator.

Figure 1: The five Business Health Index (BHI) components.

Business Health Index (BHI)
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Raw Materials Production by Sales by Profitability by Enterprise-Driven
Availability Enterprises Enterprises Enterprises Job Growth

Source: author’s construction based on the critical components of the Business Health Conditions




Sub-indices are derived from responses
to sub-variables within each component.
Responses are weighted as follows: 0 for
negative performance or outlook, 0.5 for
neutral or unchanged perceptions, and 1
for positive performance or outlook. The
sub-indices are averaged to calculate the
component indices, which are then averaged
to derive the overall BHI.

For the current Business Health Index (BHI),
a value above 50 signifies an improvement
in business health, as perceived by business
owners and managers. At the same time, an

index below 50 implies a decline in business
health as perceived by the respondents. The
value of 50 shows no change in business
health between the quarters.

Looking ahead, a business health index
outlook value above 50 indicates optimism or
positive expectations among business owners
and managers. On the other hand, an outlook
index value below 50 indicates respondents’
pessimism about the next quarter. The
outlook index value of 50 implies a neutral
outlook with no anticipated changes.




D 3.0 Key Findings

341 Overall Business Health and Outlook

In Q3 2025, Uganda’s EWW to 48.62 from 47.20
in Q2 2025. Although still below the neutral
benchmark of 50, this slight improvement
signals a gradual strengthening of business
conditions across several indicators.

The increase was driven by the Raw Materials
Availability Index, which climbed to 49.71in Q3
2025 from 45.57 in Q2 2025, indicating relatively
easier access to inputs. The Production Index
remained stable at 47.00 in Q3 2025, nearly
unchanged from 46.99 in Q2 2025, reflecting
consistent output levels.

The Sales Index, though slightly lower at
51.08 in Q3 2025 from 52.27 in Q2 2025, stayed
above the neutral line because enterprises
maintained steady sales volumes supported
by improved raw material availability. As a
result, the Profitability Index improved to 4519

in Q32025 from 42.81in Q2 2025 but remained
constrained by high production costs. The
Cost of Production Index was held at 3618
in Q3 2025 compared to 36.72 in Q2 2025,
signaling persistent operational cost burdens.

The Business Health Outlook Index eased to
59.04 in Q3 2025 from 60.16 in Q2 2025, yet
remained above 50, reflecting optimism for
the next quarter. Sales Outlook remained
strong at 66.31in Q3 2025, compared to 67.27
in Q2 2025, while Production Outlook stood at
5758 and Profitability Outlook eased to 62.86
in Q3 2025 from 65.91in Q2 2025.

Despite cost pressures, forward-looking
indicators remain above neutral, highlighting
confidence in sales growth, steady production,
and an improving business environment.

Figure 1: Overall Business Health and Outlook Indices, Q12025- Q3 2025
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Source: Computation Based on Business Health Survey Data, October 2025




3.2 Key Drivers of Business Health and Outlook in Uganda

3.211 Availability of Raw Materials and Outlook

The raw material availability index increased
to 49.71 in Q3 2025 from 45.57 in Q2 2025,
indicating improved access to raw materials.
However, the index remained slightly below
the neutral mark of 50, meaning shortages
persisted but were less severe than in the
previous quarter.

This improvement was attributed to higher
supply volumes, as the volume of raw
materials index rose to 62.65 in Q3 2025 from
56.51 in Q2 2025, indicating that more inputs
reached businesses and supply bottlenecks
eased.

Looking ahead, optimism remained positive
but softened slightly. The Raw Material
Availability Outlook Index declined to 52.21
in Q32025 from 52.60 in Q2 2025, still above 50,
meaning firms expect conditions to improve.

This confidence was attributed to expectations
of stronger supply flows, supported by the
volume of the raw materials outlook index,
which rose to 70.29 in Q3 2025 from 70.05 in
Q2 2025, reflecting continued confidence in
supply chain stability.

Figure 2: Raw Materials Availability and Outlook, Q12025 to Q3 2025

60.00 48.65

40.00

20.00

0.00

Q12025

53.60 49.71 — 5221

Q2 2025 Q3 2025

B Raw Material Availability Index B Raw Material Availability Outlook Index

Source: Computation by the author based on Business Health Survey (BHS) data, October 2025

3.2.2 Enterprise Production Conditions and Outlook

In Q3 2025, the production index edged up
to 47.00 from 46.99 in Q2 2025. Although still
below the neutral mark of 50, the minimal
decline suggests production conditions were
stabilising. The improvement was due to gains
in key sub-indices. The Capacity Utilisation
Index rose to 48.94 in Q3 2025 from 46.43 in
Q2 2025, indicating firms used more of their
available capacity.

The Total Production Volume Index stood
at 55.88 in Q3 2025, slightly lower than 57.81
in Q2 2025, but still reflecting strong output
compared to earlier quarters. Cost pressures
persisted, as the Cost of Production Index
remained low at 3618 in Q3 2025, down from
36.72 in Q2 2025, meaning operational costs

continued to weigh on enterprises.

The outlook for production remained positive.
The Production Outlook Index was 57.58 in Q3
2025 compared to 58.87 in Q2 2025, showing
optimism persisted, though slightly weaker.
Confidence in higher output was reinforced by
the Production Volume Outlook Index, which
rose to 74.411in Q3 2025 from 73.70 in Q2 2025.

The Capacity Utilisation Outlook Index stood
at 68.62 in Q3 2025, down from 73.21 in Q2
2025, while the Cost of Production Outlook
Index was 29.71in Q3 2025, almost unchanged
from 29.69 in Q2 2025, indicating businesses
still expect challenging cost conditions, with
only gradual easing ahead.




Figure 3: Production and Outlook, Q12025 to Q3 2025
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3.2.3 Enterprise Sales Performance and Outlook

The Sales Index declined slightly from 52.27
in Q2 2025 to 51.08 in Q3 2025, indicating that
sales performance remained positive, but
the pace of improvement slowed. The Sales
Volume Index moderated from 5210 in Q2
2025 t0 50.81in Q3 2025, suggesting continued
growth in volumes but at a slower rate. The
Average Selling Price Index dropped from
54.83 in Q2 2025 to 49.86 in Q3 2025, pointing
to weaker pricing conditions, while the Sales
Revenue Index rose from 49.88 in Q2 2025 to
52.57 in Q3 2025, reflecting stronger revenue
despite reduced pricing power.

The outlook softened slightly but remained
optimistic. The Sales Outlook Index fell from
67.27 in Q2 2025 to 66.31 in Q3 2025, still well
above 50, signalling positive expectations for
the next quarter. Confidence in future demand
strengthened, with the Sales Volume Outlook
Index increasing from 7111 in Q2 2025 to 7317
in Q3 2025, while the Sales Revenue Outlook
Index rose from 69.93 in Q2 2025t0 71.27 in Q3
2025. However, pricing expectations became
more cautious as the Average Selling Price
Outlook Index declined from 60.77 to 54.47
during the same period.

Figure 4: Enterprise Sales Performance and Outlook, Q12025 to Q3 2025
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Source: Computation by the author based on Business Health Survey (BHS) data, October 2025




3.2.4 Enterprise Profitability Trends and Outlook

The Profitability Index rose to 4519 in Q3 2025
from 42.81 in Q2 2025. Although still below
the neutral mark of 50, indicating profitability
remained weak, the improvement was
attributed to stronger sales and production
performance.

The Sales Index stayed above neutral at 51.08
in Q3 2025, compared to 52.27 in Q2 2025, while
the Production Index edged up to 47.00 in
Q3 2025 from 46.99 in Q2 2025, signaling
stabilisation.

This contributed to higher revenues, as the
Sales Revenue Index increased to 52.57 in
Q3 2025 from 49.88 in Q2 2025. However,
profitability gains were limited by cost
pressures, with the Cost of Production Index
remaining low at 36:18 in Q3 2025, down from
36.72 in Q2 2025.

The Profitability Outlook Index declined
slightly to 62.86 in Q3 2025 from 65.91 in Q2
2025, remaining above the neutral mark of
50 but signaling a softer outlook for the next
quarter.

The reduced optimism was due to persistent
cost pressures, even as expectations for sales
and output stayed positive but moderated.

The Sales Outlook Index eased to 66.31
in Q3 2025 from 67.27 in Q2 2025, while the
Production Outlook Index softened to 57.58
from 58.87 over the same period, indicating
confidence weakened slightly. Cost concerns
remained the main drag, with the Cost of
Production Outlook Index far below neutral
at 29.71 in Q3 2025, almost unchanged from
29.69 in Q2 2025, suggesting profitability gains
may remain gradual.
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Figure 5: Profitability and Outlook, Q12025 to Q3 2025
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Source: Computation by the author based on Business Health Survey (BHS) data, October 2025




3.2.5 Enterprise-Driven Job Growth and Outlook

The Job Growth Index increased to 5011 in
Q3 2025 from 48.36 in Q2 2025, moving above
the neutral mark of 50 and indicating a slight
improvement in job creation. This change
was attributed to better business conditions
across related indicators.

The Production Index rose marginally to 47.00
in Q32025 from 46.99 in Q2 2025, helping firms
sustain or expand staffing levels.

The Sales Index remained supportive at 51.08
in Q3 2025, compared to 52.27 in Q2 2025, while
the Profitability Index improved to 4519 in Q3
2025 from 42.81 in Q2 2025, easing financial
pressure on enterprises. These combined
shifts created room for modest hiring gains.

The Job Growth Outlook Index edged up
slightly to 56.26 in Q3 2025 from 56.16 in Q2

2025, remaining above the neutral mark of 50
and signaling continued optimism for hiring
in the next quarter.

However, this positive outlook comes amid
signs of softer confidence in other areas due
to persistent cost challenges.

The Production Outlook Index eased to 57.58
in Q32025 from 58.87 in Q2 2025, and the Sales
Outlook Index declined to 66.31 from 67.27
over the same period, indicating optimism in
output and sales weakened slightly.

Firms also expect moderate stability in
profitability, as reflected by the Profitability
Outlook Index, which fell to 62.86 in Q3 2025
from 65.91 in Q2 2025, suggesting hiring
prospects remain positive but cautious in the
face of cost pressures.

Figure 6: Job Growth and Outlook, Q12025 to Q3 2025w
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3.3 Business Health Index (BHI) by Sector in Uganda

3.3.1 Agriculture Business Health and Outlook

In Q3 2025, the Business Health Index for
Agriculture declined to 51.54 from 57.02 in Q2
2025, remaining slightly above the neutral
mark of 50.

This indicates that agricultural enterprises
maintained moderately favorable conditions
despite a clear slowdown. The decline was
due to weaker performance across key sub-
indices.

The Agricultural Inputs Availability Index fell
t0 51.98 in Q3 2025 from 5616 in Q2 2025, while
the Total Production Volume Index dropped
sharply to 50.79 in Q3 2025 from 71.01 in Q2
2025, indicating that earlier strong production
growth did not persist. Profitability also eased
to 55.97 in Q3 2025 from 57.81 in Q2 2025.

However, the Sales Revenue Index improved
to 63.64 in Q3 2025 from 60.94 in Q2 2025,
providing some support to overall sector
performance.

Conversely, the Business Health Outlook for
Agriculture strengthened in Q3 2025, rising to
59.21from 51.95 in Q2 2025, reflecting renewed
optimism for the next quarter.

Forward-looking indicators showed broad-
based gains: the Total Production Volume
Outlook Index surged to 75.40 in Q3 2025 from
58.70 in Q2 2025, while Sales Revenue Outlook
and Sales Volume Outlook climbed to 72.73
and 73.48, respectively, compared to 56.25 and
55.26 in Q2 2025, suggesting confidence in
higher demand and output.

Figure 7: Business Health and Outlook for Agriculture Sector, Q12025 to Q3 2025
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Source: Computation by the author based on Business Health Survey (BHS) data, October 2025

3.3.2 Agro-processing Business Health and Outlook

n Q3 2025, the Business Health Index for the
Agro-processing sector improved to 50.20
from 45.56 in Q2 2025, rising above the neutral
mark of 50 and signaling a shift from weak
performance to favorable conditions. This
improvement was supported by gains across
several key indices.

The Raw Material Availability Index increased
to 51.67 in Q3 2025 from 4113 in Q2 2025,
reflecting better access to raw materials.
The Production by Enterprises Index rose
to 51.02 in Q3 2025 from 46.33 in Q2 2025,

indicating improved production activity. The
Total Production Volume Index strengthened
to 66.67 in Q3 2025 from 50.00 in Q2 2025,
showing a significant rise in output.

Additionally, the Sales by Enterprises Index
stood at 51.67 in Q3 2025, slightly lower than
53.23in Q2 2025, but remained above 50, while
the Profitability Index increased modestly
to 40.00 in Q3 2025 from 40.32 in Q2 2025,
showing that profitability remained weak
despite modest improvements in overall
activity.




Looking ahead, the Business Health Outlook
for Agro-processing softened to 56.77 in
Q3 2025 from 65.08 in Q2 2025, although it
remained comfortably above 50, indicating
continued optimism among enterprises.

This moderation in sentiment reflected shifts
across key forward-looking indicators. The
Production by Enterprises Outlook Index
eased t0 53.83 in Q3 2025 from 6517 in Q2 2025,
while the Sales Outlook Index declined to
65.00 in Q3 2025 from 69.89 in Q2 2025, showing
moderated but still positive expectations for
sales performance.

The Profitability Outlook Index also decreased
to 56.67 in Q3 2025 from 7419 in Q2 2025,
indicating that although enterprises still
anticipated improved margins, the expected
strength of recovery had weakened.

Despite the softer outlook, the forward-
looking indices for sales, production, and
profitability all remained above the neutral
level of 50, suggesting that businesses still
expect better performance in the coming
quarter, albeit with less intensity than in Q2
2025.

Figure 8: Business Health and Outlook for Agro-processing Sector, Q12025 to Q3 2025
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Source: Computation based on Business Health Survey (BHS) data, October 2025




3.3.3 Manufacturing Business Health and Outlook

In Q3 2025, the Business Health Index for
the Manufacturing sector improved to 47.69
from 44.63 in Q2 2025, although it remained
below the neutral level of 50. This shows
that while conditions were still weak, the
pace of deterioration continued to ease. The
improvement was supported by gains across
key indices.

The Raw Material Availability Index rose to
47.461n Q32025 from 37.95in Q2 2025, indicating
better access to inputs. The Production by
Enterprises Index also increased to 47.09 in Q3
2025 from 42.74 in Q2 2025, showing stronger
production activity.

The Total Production Volume Index
strengthened significantly to 56.52 in Q3 2025
from 50.60 in Q2 2025, reflecting a notable
improvement in output. Meanwhile, the Sales
by Enterprises Index stood at 51.50 in Q3 2025,
almost unchanged from 51.61 in Q2 2025, but
still above the neutral mark.

However, the Profitability Index remained low
at 43.67 in Q3 2025, though higher than 39.25

in Q2 2025, indicating that margins were still
under pressure despite a moderate recovery
in activity.

Looking ahead, the Business Health Outlook
for Manufacturing stood at 60.84 in Q3 2025
compared to 61.64 in Q2 2025, indicating that
optimism remained firmly positive, although
slightly softer than the previous quarter.
Expectations across key forward-looking
indices explain this trend.

The Sales Outlook Index improved to 69.87
in Q3 2025 from 67.56 in Q2 2025, showing
stronger confidence in demand conditions.
The Production Outlook Index eased slightly
to 58.37 in Q3 2025 from 6114 in Q2 2025 but
remained well above the neutral level.

The Profitability Outlook Index stayed
strong at 64.56 in Q3 2025, only slightly lower
than 65.05 in Q2 2025, indicating continued
expectations of better margins in the coming
quarter.

Figure 9: Business Health and Outlook for Manufacturing Sector, Q12025 to Q3 2025
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3.3.4 Tourism Business Health and Outlook

In Q3 2025, the Business Health Index for the
Tourism sector increased sharply to 54.65
from 46.35 in Q2 2025, moving above the
neutral level of 50 for the first time in recent
quarters.

This signals that sector performance shifted
from weak to broadly favorable during the
period. The improvement was supported by
stronger results across key indicators. The
Sales by Enterprises Index rose to 58.08 in
Q32025 from 47.62 in Q2 2025, showing better
customer activity.

The Sales Volume Index increased further
to 59.09 in Q3 2025 from 48.57 in Q2 2025,
indicating higher bookings and visitor
numbers. In addition, the Sales Revenue Index
strengthened significantly to 63.64 in Q3 2025
from 45.71 in Q2 2025, reflecting improved
earnings.

The Profitability Index also rose to 52.94 in
Q3 2025 from 42.86 in Q2 2025, showing that
margins improved and moved above the

neutral level. Together, these gains explain
the strong turnaround in business conditions
for the tourism sector.

Looking ahead, the Business Health Outlook
Index for Tourism stood at 61.64 in Q3 2025
compared to 69.68 in Q2 2025. Although
optimism softened, the index remained
well above 50, meaning business owners
and managers still expected favorable
performance in the next quarter.

Expectations remained positive across key
outlook indicators. The Profitability Outlook
Index was recorded at 64.71in Q3 2025, slightly
below 78.57 in Q2 2025, but still indicating
strong confidence in sustained earnings.

The Sales Outlook Index eased to 64.35 in Q3
2025 from 73.33 in Q2 2025, remaining above
the neutral level. The Tourism Job Growth
Outlook Index stood at 55.88 in Q3 2025,
compared to 5714 in Q2 2025, signaling that
enterprises anticipate maintaining positive
hiring conditions.

Figure 10: Business Health and Outlook for Tourism Sector, Q12025 to Q3 2025(BHS) data, October 2025
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3.3.5 Education Business Performance and Outlook

In Q3 2025, the Business Health Index for
the Education sector increased to 48.88
from 43.97 in Q2 2025, showing a modest
improvement in sector conditions. However,
the index remained below the neutral level of
50, meaning the sector was still experiencing
weak performance.

The partial recovery was supported by
better results across key indicators. The
Education Services Sales Index rose to 51.00
in Q32025 from 45.99 in Q2 2025, showing an
improvement in service-related earnings.

The Tuition Fees Index also increased to 49.33
in Q3 2025 from 45.68 in Q2 2025, reflecting
firmer fee payments. In addition, the Tuition
Revenue Index strengthened to 52.67 in Q3
2025, up from 46.30 in Q2 2025, indicating
improved inflows from student payments. The
Profitability Index rose to 42.50 in Q3 2025
from 38.82 in Q2 2025, although still below 50,
showing that institutions continued to face
cost pressures despite a gradual recovery.

Looking ahead, the Business Health Outlook
Index for Education declined to 48.39 in Q3

2025 from 60.59 in Q2 2025, falling below the
neutral mark and indicating a shift toward
pessimism among education providers
regarding future performance. Expectations
weakened across several forward-looking
indicators.

The Education Services Sales Outlook Index
dropped to 49.55 in Q3 2025 from 65.95 in Q2
2025, showing softer expectations for service
revenues. The Tuition Fees Outlook Index
declined sharply to 46.43 in Q3 2025 from
67.69 in Q2 2025, reflecting concerns about
fee payment delays.

The Tuition Revenue Outlook Index fell to 52.67
in Q3 2025 from 64.20 in Q2 2025, signaling
reduced confidence in future cash inflows.
Similarly, the Profitability Outlook Index
dropped to 45.63 in Q3 2025, down from 60.59
in Q2 2025, showing growing concern over
rising operational costs.

The Education Job Growth Outlook Index also
eased to 50.00 in Q3 2025 from 55.23 in Q2
2025, indicating weaker expectations for new
hiring.

Figure 11: Business Health and Outlook for Education Sector, Q12025 to Q3 2025
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3.3.6 Health Sector Business Performance and Outlook

In Q3 2025, the Business Health Index for the
Health sector rose sharply to 57.58 from 4815
in Q2 2025, moving above the neutral level
of 50 and indicating a strong improvement
in overall sector performance. The recovery
was supported by better outcomes across
key indicators.

The Sales by Enterprises Index increased to
59.09 in Q3 2025 from 56.94 in Q2 2025, showing
stronger sales activity during the quarter. The
Sales Volume Index rose to 61.36 in Q3 2025
from 56.25 in Q2 2025, reflecting higher patient
numbers and service uptake.

The Sales Revenue Index also improved
significantly to 65.91 in Q3 2025 from 56.25
in Q2 2025, indicating stronger earnings.
Importantly, the Profitability Index increased
to 63.64 in Q3 2025, up from 37.50 in Q2 2025,
showing that health facilities experienced a
marked recovery in margins.

The Job Growth Index for the sector remained
relatively stable at 50.00 in Q3 2025,
unchanged from Q2 2025, suggesting that
hiring remained cautious despite improved
business conditions.

Looking ahead, the Business Health Outlook
Index for the Health sector moderated
slightly to 66.67 in Q3 2025 from 68.98 in
Q2 2025, although it remained above 50,
signaling continued optimism about future
performance.

Expectations for sales remained strong, with
the Sales Outlook Index at 6818 in Q3 2025
compared to 77.78 in Q2 2025, showing positive
but slightly moderated sentiment.

The Sales Volume Outlook Index stood at 75.00
in Q3 2025, down from 85.42 in Q2 2025, while
the Sales Revenue Outlook Index remained
robust at 72.73 in Q3 2025, compared to 83.33
in Q2 2025. The Profitability Outlook Index
declined modestly to 70.45 in Q3 2025 from
70.83in Q2 2025, showing that businesses still
expected favorable margins ahead.

The Health Job Growth Outlook Index
improved slightly to 61.36 in Q3 2025 from
58.33 in Q2 2025, indicating expectations of
increased hiring supported by rising revenues
and profitability.

Figure 12: Business Health and Outlook for Health Sector, Q12025 to Q3 2025
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3.3.7 Wholesale Trade Performance and Outlook

In Q3 2025, the Business Health Index for the
Wholesale Trade sector declined to 41.36 from
44.61in Q2 2025, remaining below the neutral
threshold of 50 and showing that enterprises
continued to face challenging conditions. The
weaker performance was linked to a fall in
key indices.

The Sales by Enterprises Index decreased
to 40.74 in Q3 2025 from 50.00 in Q2 2025,
reflecting lower sales activity. The Sales
Volume Index also declined to 38.89 in Q3
2025 from 4412 in Q2 2025, indicating that
demand weakened.

The Sales Revenue Index fell to 40.28 in Q3
2025, down from 47.06 in Q2 2025, while the
Profitability Index slipped further to 31.94 in
Q32025 compared to 38.24 in Q2 2025, showing
continued pressure on margins across the
sector.

Looking ahead, the Business Health Outlook
Index for Wholesale Trade increased to 65.90
in Q3 2025 from 63.92 in Q2 2025, remaining
well above the neutral level of 50 and signaling
stronger optimism among wholesalers
regarding the next quarter.

This improvement in expectations was
supported by continued confidence across
major forward-looking indicators. The Sales
Outlook Index stood at 6713 in Q3 2025
compared to 6912 in Q2 2025, indicating
sustained optimism about future sales even
with a slight moderation.

The Sales Volume Outlook Index strengthened
further to 76.39 in Q3 2025 from 73.53 in Q2
2025, showing stronger expectations for higher
trading activity. The Sales Revenue Outlook
Index increased to 76.39 in Q3 2025, up from
70.59 in Q2 2025, highlighting expectations of
better earnings.

The Profitability Outlook Index improved
to 73.61 in Q3 2025 compared to 69.70 in Q2
2025, signaling confidence in better margins.
Additionally, the Wholesale Trade Job Growth
Outlook Index increased to 56.94 in Q3 2025
from 52.94 in Q2 2025, showing renewed
optimism for hiring as businesses anticipate
better performance.

Figure 13: Business Health and Outlook for Wholesale Sector, Q12025 to Q3 2025
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3.3.8 Other Services Performance and Outlook

In Q3 2025, the Business Health Index for Other
Services increased slightly to 46.58 from 45.89
in Q2 2025, but it remained below the neutral
threshold of 50, indicating that the sector
continued to experience weak operating
conditions despite marginal improvement.

The modest rise in overall performance was
supported by a small decrease in the Sales
Volume Index, which slipped to 47.47 in Q3
2025 from 4813 in Q2 2025, and a slight gain
in the Enterprise-Driven Job Growth Index to
46.46 in Q3 2025 from 43.52 in Q2 2025.

The Other Services category includes
segments such as professional services,
financial services, creative industry services,
and transport services.

However, the Sales Revenue Index declined to
46.46 in Q3 2025 from 47.20 in Q2 2025, and the

Profitability Index fell to 40.91in Q3 2025 from
41.67 in Q2 2025, signaling persistent pressure
on revenues and margins.

Looking ahead, the Business Health Outlook
Index for Other Services moderated slightly
to 63.24 in Q3 2025 from 64.82 in Q2 2025,
though it remained well above the neutral
mark, reflecting sustained optimism for future
conditions.

The Profitability Outlook Index eased to 68.69
in Q32025 from 69.44 in Q2 2025, and the Sales
Revenue Outlook declined to 6919 in Q3 2025
from 74.77 in Q2 2025, while the Sales Volume
Outlook softened to 71.72 in Q3 2025 from 75.70
in Q2 2025. Conversely, the Job Growth Outlook
improved to 57.07 in Q3 2025 from 55.09 in Q2
2025, indicating stronger hiring expectations.

Figure 14: Business Health and Outlook for Other Services, Q12025 to Q3 2025
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3.4 Business Health Index (BHI) by region in Uganda

In Q3 2025, the Business Health Index showed
mixed performance across regions. Only the
Western region remained above the neutral
threshold of 50, posting 50.45, though
down from 54.51 in Q2 2025 due to reduced
production and softer sales, despite stable
profitability.

The Central region improved significantly,
rising from 44.65 to 49.74, nearing neutrality
as better sales volumes and moderate
profitability supported recovery. Conversely,
the Eastern region fell from 50.69 to 46.56,
driven by weaker production and reduced
profitability, despite resilient demand.

The Northern region faced the steepest
decline, dropping from 44.01 to 40.69,

reflecting mounting challenges from rising
input costs and slow sales recovery.

Looking ahead, the Business Health Outlook
Index remained positive across all regions,
though optimism moderated.

The Eastern region led with 62.02, down from
66.49, signaling tempered confidence amid
expected production fluctuations. Central
posted 59.92, slightly below 60.86, indicating
steady recovery expectations.

Northern optimism eased to 54.43 in Q3 2025
from 60.61 in Q2 2025, reflecting uncertainty
over costs and demand. Western improved
to 56.65 from 52.30, supported by anticipated
sales growth and profitability gains.

Figure 15: Business Health and Outlook by region, Q2 2025 to Q3 2025

Business Health Outlook, Q2 2025

Business Health, Q3 2026

Quarterly Business Health & Outlook

Business Health, Q2 2025

W 44-f5
20.00 30.00 40.00 50.00 60.00 70.00
Quarterly Business Health Index Values

0.00 10.00

I West 1| North

6.65
R T I

62.02

66.49

50.45

40.69

o

6.56
49.74

5451
44,01
50.69

East W Central

ource: Computation by the author based on Business Health Survey (BHS) data, October 2025




3.5 Comparative Analysis of Business Health and Outlook Between UDB-

funded and non-UDB-funded Entities

In Q3 2025, UDB-funded enterprises continued
to outperform non-UDB-funded entities.
The Business Health Index for UDB-funded
enterprises rose sharply to 53.66 in Q3 2025
from 48.29 in Q2 2025, moving further above
the neutral threshold of 50.

This improvement was driven by stronger
production volumes, which increased to 60.33
in Q3 2025 from 58.42 in Q2 2025, and higher
sales revenue, which climbed to 60.36 in Q3
2025 from 50.99 in Q2 2025. Profitability also
improved to 52.63 in Q3 2025 from 46.63 in Q2
2025, supported by the gradual stabilization
of input costs and better capacity utilization.

Enterprise-driven job growth strengthened
to 54.61 in Q3 2025 from 48.77 in Q2 2025,
reflecting increased confidence in operations.
In contrast, non-UDB-funded entities saw
their index decline to 4512 in Q3 2025 from
46.74in Q2 2025, remaining below the neutral
mark.

This deterioration was mainly due to weaker
production volumes, which fell to 50.64 in Q3
2025 from 5714 in Q2 2025, and lower sales
revenue, which slipped to 47.82 in Q32025 from
49.21in Q2 2025. Profitability stayed subdued
at 41.36 in Q3 2025, indicating persistent cost
pressures, particularly in trade and small-

scale manufacturing businesses.

Looking ahead to Q4 2025, optimism remained
strong among UDB-funded enterprises, with
the Business Health Outlook Index at 59.07 in
Q3 2025, slightly down from 59.81 in Q2 2025.

Forward-looking indicators point to higher
production volumes at 72.83 in Q3 2025
compared to 68.81 in Q2 2025, strong sales
revenue expectations at 70.00 in Q3 2025
versus 67.43 in Q2 2025, and robust capacity
utilization at 75.64 in Q3 2025 versus 71.59 in
Q2 2025.

However, profitability expectations eased to
63.49 in Q3 2025 from 67.48 in Q2 2025, and job
growth outlook softened to 55.26 in Q3 2025
from 56.79 in Q2 2025, signaling concerns over
rising production and import costs. For non-
UDB-funded entities, the outlook moderated
to 5919 in Q3 2025 from 60.58 in Q2 2025,
indicating tempered optimism.

While sales revenue expectations improved
slightly to 72.05 in Q3 2025 from 71.43 in Q2
2025, profitability outlook declined to 62.54 in
Q32025 from 6512 in Q2 2025, and production
volume expectations eased to 76.28 in Q3 2025
from 7912 in Q2 2025, suggesting cautious
sentiment despite overall positive projections.

Figure 16: Business Health and Outlook of UDB-Funded and Non-UDB-Funded Entities, Q1 2025

to Q3 2025
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4.0 Critical Challenges Affecting Business Health

in Uganda

The survey results for Q3 2025 show that
enterprises continued to face cost and
demand-related pressures, even as overall
business health improved in some sectors.
While certain cost constraints eased slightly
compared to Q2 2025, insufficient demand
and other structural challenges intensified,
keeping risks to business performance
elevated.

High Cost of Financing

High financing costs remained a major
constraint in Q3 2025, affecting 55 percent
of businesses, the same share as in Q2
2025. Respondents reported that elevated
lending rates, strict collateral requirements,
and slow loan processing limited access to
affordable working capital and investment
finance. Several firms noted that they still rely
on expensive short-term credit to meet day-
to-day obligations, which raises unit costs
and erodes profit margins. In manufacturing,
agro-processing, and hospitality, enterprises
highlighted that high interest costs, together
with multiple taxes, constrained expansion
plans and delayed project implementation,
even where demand opportunities existed.

High Cost of Utilities: Water and
Energy

Utility costs remained burdensome but
showed a slight easing in Q3 2025. The share
of businesses reporting high water costs as a
constraint declined marginally to 34 percent
from 36 percentin Q2 2025, while those citing
high energy costs fell to 46 percent from 49
percent. Nevertheless, many enterprises
still faced frequent power outages, irregular
water supply, and rising tariffs. As a result,
manufacturers, agro-processors, schools,
and health facilities continued to rely on
backup generators and water trucking, which
are significantly more expensive than a grid
supply. Respondents explained that these

additional costs not only reduced profitability
but also disrupted production schedules and
service delivery, particularly in rural and up-
country areas where infrastructure is weak.

High Cost of Labour

The high cost of labour remained a notable
challenge, although its incidence decreased
from 39 percent of businesses in Q2 2025 to
34 percent in Q3 2025. Enterprises attributed
the pressure to rising wage expectations,
statutory obligations, and the need to retain
qualified staff in a competitive labour market.
Many firms reported that to manage costs,
they kept core staff lean, increased reliance
on temporary or part-time workers, or delayed
recruitment for vacant positions. Education
and health service providers noted that
retaining skilled teachers, medical workers,
and technical staff still required higher pay
and non-wage benefits, which squeezed
operating margins despite the slight easing
in reported labour-cost pressures.

Insufficient Demand

Insufficient demand emerged as an even more
critical constraint in Q3 2025. The share of
businesses reporting weak demand rose to 61
percent, up from 55 percent in Q2 2025, making
it one of the most widespread challenges
reported by enterprises. Respondents across
wholesale and retail trade, tourism, hospitality,
and some manufacturing activities pointed to
subdued household purchasing power and
delayed payments from institutional clients,
including the government. Many enterprises
reported that customers prioritized essentials
such as food, rent, and school fees, limiting
spending on manufactured goods, services,
and leisure. Several firms also cited
intense competition, cheap imports, and
the withdrawal or downsizing of NGOs and
development projects as factors that reduced
the customer base.




High Transport Costs

Transport costs remained elevated but slightly
less pervasive in Q3 2025, with 32 percent
of businesses citing them as a constraint
compared to 36 percent in Q2 2025. Firms
indicated that fuel prices remained high, while
poor road conditions, particularly in rural
production areas, continued to raise vehicle
maintenance costs and prolong delivery
times. Agro-traders and farmers highlighted
that bad roads and long distances to markets
led to higher spoilage of perishable goods
and reduced farm-gate prices. For service and
tourism enterprises, limited domestic flights
and high fares constrained visitor numbers
and increased the cost of doing business,
even though a few operators reported
marginal improvements where road works
had progressed.

Other Constraints

“Other constraints” remained the most
frequently cited category and worsened in
Q3 2025, affecting 75 percent of businesses

compared to 70 percent in Q2 2025. Qualitative
responses indicate that this category is
dominated by multiple taxes, delayed
payments by clients and government,
regulatory bottlenecks, stiff competition, and
climate-related shocks. Enterprises reported
heavy burdens from URA tax assessments,
local government fees, and compliance
costs, which they felt were not matched by
improved public services or infrastructure.
Many firms, especially those in education,
hospitality, health, and construction,
highlighted chronic late payments that
created cash-flow shortages and forced them
to borrow at high interest or delay payments
to their own suppliers and workers. Others
reported disruptions caused by unreliable
weather patterns, animal and crop diseases,
poor roads, and power outages, all of which
undermined their willingness to invest and
threatened long-term business stability.

Figure 17: Business Constraints Impacting Enterprises in Uganda, Q2 2025-Q3 2025
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