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KEY MESSAGE

= Uganda passed the Mining and Minerals Act, which emphasizes local value addition and restricts
the export of raw minerals. However, the legislation’s high tax provisions and requirements for state
equity participation pose concerns for international mining majors.

= Uganda has 350 million metric tonnes of quantified, high-grade iron ore deposits, primarily located
in Muko (Kabale/Kisoro). In the recent quarterly reporting cycle from UBQOS, iron ore accounted
for 6.9% of the country’s total mineral production volume. Total iron ore mining fluctuates around
100,000 tonnes per annum, which is entirely under-exploited relative to its potential.

=  90% to 95% of the raw materials (billets, coils, wire rods) used by Uganda’s 17 major steel plants
are imported. The government is pushing for “backward integration” to fund local mills to begin
smelting local iron ore rather than relying on foreign billets.

= Totransform physical steelfrom anilliquid asset into a bankable financialinstrumentin Uganda, the
government bodies responsible must establish an institutional Asset Standardization Framework
Policy. Traditional corporate lending in Kampala relies on fixed collateral (like land titles). Shifting
the steel industry toward long-term structured finance requires a rigorous, data-driven processing
loop that bridges physical warehouses, independent quality auditors, and the banking sector.

ABSTRACT

lganda’s banking sector has committed to mobilise UGX 490 trillion in private sector

credit by 2040 to support the Government of Uganda’s tenfold GDP growth strategy

centered on Agro-industrialisation, Tourism, Mineral Development, and Science,
Technology and Innovation (ATMS). A fundamental structural constraint on this ambition
is Uganda’s unbuilt collateral base on its asset backup. The challenge financial Institutions
face is its unregulated asset evaluation on raw materials. This initiative outlines the strategic
framework for the East African Industrial Metals Exchange (EAIME) - a specialized, asset-
standardized commodities exchange designed to bridge Uganda’s mining, manufacturing,
and financial sectors. By integrating the legal architecture of the Uganda Warehouse Receipt
System Authority (UWRSA) with multi-currency electronic depository notes, the exchange
transforms physical industrial metals and structural steel into liquid, bankable financial
instruments.

Keywords: Uganda, ATMS Strategy, Commodities Exchange, Warehouse Receipt System
(WRS), Electronic Depository Notes, Asset Standardization, Borrowing Base Facilities,
Repurchase Agreements (Repos), UNBS Grading Standards (EAS 134), Metals Clearinghouse,
Custom Bonded Warehousing, Import Substitution, London Metal Exchange (LME)
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1.0 INTRODUCTION

The landscape of Ugandan commercial banking is
at a critical regulatory and structural crossroads.
For decades, the industry’s risk mitigation
framework has heavily relied on traditional,
fixed-asset  collateral—primarily commercial
real estate and land titles. While this model
historically safeguarded bank balance sheets,
it has inadvertently created a credit paradox
for Uganda’s fast-growing industrial sector.
Major steel manufacturers and infrastructure
contractors possess millions of dollars in highly
liquid, high-grade physical inventory, yet they face
severe short-term liquidity constraints because
these physical assets are viewed as illiquid by
conventional lending rubrics (Uganda Bureau
of Statistics [UBOS], 2025; Uganda Investment

Authority [UIA], 2024) .

This paper introduces a transformative financial
paradigm designed explicitly for the Ugandan
banking ecosystem: The East African Industrial
Metals Exchange (EAIME). Modeled after global
benchmarks like the London Metal Exchange
(LME), this initiative establishes a rigorous Asset
Standardization Framework that converts physical
steel, iron ore, and base metalsinto risk-mitigated,
bankable financial instruments. By integrating
the legal architecture of the Warehouse Receipt
System Act with tier-1 commercial banks, this
framework shifts the sector away from rigid
corporate overdrafts toward dynamic, long-term
structured finance (Uganda Warehouse Receipt
System Authority [UWRSA], 2006; Uganda
Bankers Association [UBA], 2024).

The launch of this exchange arrives at a time
of unprecedented macroeconomic alignment.
Uganda is aggressively pursuing backward
integration to substitute USD 300+ million in

annual steel billet imports with locally mined
iron ore from the Muko and Sukulu deposits
(National Planning Authority [NPA], 2023; Uganda
InvestmentAuthority [UIA], 2025). Simultaneously,
the imminent transition of the Albertine Graben oil
fields into active production (targeting 230,000
barrels per day) demands an immediate, resilient
downstream logistics and metals supply chain.

For members of the Uganda Bankers Association,
the EAIME framework does not merely introduce a
new asset class; it radically de-risks trade finance.
Through independent, third-party Collateral
Management Agreements (CMAs), strict Uganda
National Bureau of Standards (UNBS) grading, and
real-time electronic depository notes, commercial
banks can confidently deploy high-yield Borrowing
Base Facilities and Repurchase Agreements
(Repos). Furthermore, by positioning Uganda as
a custom-bonded regional metals clearinghouse,
your institutions can seamlessly finance cross-
border transit trade across the Northern and
Central corridors into the Democratic Republic of
Congo (DRC) and South Sudan.

This paper provides the Uganda Bankers
Association with the operational blueprints,
legal safe-guards, and risk-mitigation structures
required to pioneer this shift—unlocking billions
in idle corporate capital, driving national import
substitution, and securing your position at the
forefront of East Africa’s industrial trade finance
revolution.
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2.0 METHODOLOGY

Industrialization (2026-2040)

2.1 The Infant Industry Price Differential and Default Risk

Afundamentalreality of Uganda’s industrialization
under the ATMS strategy is the “Infant Industry”
cost differential. In its nascent stages, the cost of
manufacturing a standardized steel billet in East
Africa will inherently exceed the cost of importing
subsidized steel from mature Asian markets. While
local demand and sovereign protectionist policies
(e.g., import tariffs and local-content mandates
for infrastructure) will absorb this production, the
price disparity introduces a critical vulnerability:
counterparty default risk.

In a volatile pricing environment, if global steel
prices plummet, regional buyers are heavily
incentivized to abandon domestic forward
contracts in favor of cheaper global imports.
If commercial banks are financing the working
capital of the local manufacturers based on
these forward contracts, a buyer’s default
directly jeopardizes the bank’s principal. To
institutionalize patient capital, the banking sector
must be structurally insulated from the behavioral
unpredictability of the buyer.

2.2 The Mechanism of Novation

To eliminate counterparty risk, the East African
Commodities Exchange must establish a robust
Central Counterparty Clearing House (CCP). The
CCP functions as the foundational architecture of
trustin a low-trust environment.

Through the legal process of novation, the CCP
interposes itself between the counterparties of
every transaction executed on the exchange. The
CCP legally becomes the buyer to every seller,
and the seller to every buyer. Consequently, if an
off-taker in Nairobi defaults on a forward contract
for Tororo-milled steel, the manufacturer and
their financing bank are entirely unaffected. The
CCP absorbs the default, liguidates the collateral
margin, and honors the financial settlement.

2.3 Capitalizing the Clearing
House

A clearing house is only as strong as its balance
sheet. The CCP cannot be a hollow administrative
entity; it must be capitalized to withstand systemic
shocks.

This presents a direct policy mandate for the
Uganda Bankers Association. The UBA member
banks, operating in syndication with the Bank of
Uganda, must provide the foundational capital
and default funds for the CCP. By mutualizing the
risk across the entire Tier-1 banking sector and
the central bank, no single commercial institution
bears the catastrophic risk of a major industrial
default (ENS Africa). In return, commercial banks
gain the absolute security required to confidently
discount warehouse receipts and provide the
massive liquidity necessary to drive the NDP IV
industrialization targets.
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3.0 GLOBAL PRECEDENT KEY FINDINGS

To fully grasp the viability of the proposed East
African  Commodities Exchange, the Uganda
Bankers Association must look beyond regional
limitations and examine the historical precedents
of global liquidity hubs. The architecture proposed
in this paperis not an experimental theory; itis the
replication of the two most successful commodity
financing models in economic history.

3.1 The 1877 London Solution
to Maritime Friction

The logistical friction currently plaguing the East
African mining corridor is identical to the crisis
that birthed the London Metal Exchange (LME)
in 1877 (Investopedia, 2025; West End Capital,
2025). During the Industrial Revolution, British
merchants importing copper from Chile faced

three-month maritime voyages. The price volatility
during transit routinely bankrupted the importers
and their financing banks (Triland Metals, 2025).

The LME was established not as a speculative
casino, but as a survival mechanism (Linton,
2025). By standardizing the physical metal into
specific grades and issuing forward contracts, the
LME allowed the merchants to lock in their sale
prices the day the ships left port (SMU, 2011).
The risk was seamlessly transferred to London
speculators (Singapore Management University
[SMU], 2011). Today, the UBA faces the same
crisis: the transit time and logistical friction
from the Kabale mines to the Tororo furnaces
destroys working capital. The introduction of LME-
corresponding warehouse receipts and forward
contracts is the proven, historical antidote to
supply chain volatility.

1877 CHILE-TO-LONDON MARITIME CORRIDOR:

Chilean Copper Mine — (3-Month Voyage / High Price Volatility) — [LME Warrant Issued] — [Risk

Mitigated]

2026 KABALE-TO-TORORO INLAND CORRIDOR:

Kabale Iron Ore Mine —» (Logistical Transit / Capital Lockup) —» EAIME Electronic Note —» [Instant Bank

Liquidity]

Integrating the 1877 Lesson into the UBA Framework

To apply this historical solution to Uganda’s metals corridor, the proposed exchange introduces two specific
structural mechanisms designed to protect bank capital from localized supply chain delays:

1. The Uganda “In-Transit” Warehouse Warrant

= The Mechanism: Modeled directly after the 1877 LME shipping warrants, this framework allows

independent collateral managers to issue an electronic depository note the moment a batch of iron

ore or base metal is loaded, verified, and sealed into a registered haulage transit loop in Western

Uganda.
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The Banking Benefit: Commercial banks do not have to wait for the physical cargo to arrive at the
Tororoindustrial zone to clear the financing. The asset is standardized and “bankable” while it is still
moving along the transport corridor, entirely eliminating the cash-to-cash cycle gap.

2. Forward Contracts for Backward Integration

The Mechanism: Steel producers in Tororo can enter into forward purchase contracts with mining
concessions in Kabale or Kisoro via the exchange platform.

The Banking Benefit: This locks in the purchase price of the raw materials months in advance. By
removing price volatility from the domestic supply chain, banks can confidently underwrite long-
term processing loans, knowing that the manufacturer’s profit margins are insulated from sudden
market swings during transit.

Case Study: Financial Mechanics of a Forward Contract in Uganda

To demonstrate how the 1877 London Solution applies directly to the Uganda Bankers Association
(UBA), consider a practical scenario involving a tier-1 Ugandan steel manufacturer in Tororo and a mining
concession in Kabale.

The Baseline Scenario

The Buyer: A steel smelting plant in Tororo Industrial Zone needs 10,000 metric tonnes of high-
grade iron ore in 90 days.

The Supplier: A mining concession in Muko, Kabale.
The Current Market Price: Usd 80 per metric tonne (current CIF pricing to Tembo steel)

The Risk: Over the next 90 days, global fuel price shocks or regional infrastructure bottlenecks
could drive the spot price of iron ore up to Usd 100 - 110 per tonne. This volatility would completely
wipe out the manufacturer’s operating margins and threaten their ability to service their outstanding
commercial bank loans.

[Day 1: Forward Contract Signed] —» Steel Mill Locks Price at Usd 80/Tonne

[Day 60: Mine Loads Ore in Kabale] — Collateral Manager Verifies Grade & Issues e-WR

[Day 61: Bank Deploys Capital] = Bank Releases 70% LTV Cash to Mine Based on e-WR

[Day 90: Delivery in Tororo] —» Mill Pays Bank directly; Stock Settled; Risk Zeroed
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Step-by-Step Financial
Execution

Step 1: Hedging the Price Risk (Day 1)

The Tororo steel smelting plant enters into a formal
Forward Contract on the exchange floor with the
Muko-Kabale mining concession to lock in the
current market price for delivery in 90 days.

= Locked Price: USD 80 per metric tonne.

= Total Contract Value: 10,000 MT x Usd 80
=Usd 800,000

Step 2: Extraction and Asset
Standardization (Day 60)

Themineextracts 10,000 MTofore. Anindependent
inspection agency (e.g., Bureau Veritas or SGS)
verifies the iron grade, moisture content, and
weight at the Western transit staging hub. The
independent collateral manager immediately
issues an Electronic Warehouse Receipt (e-WR)
via the UWRSA system, converting the physical
rock into a bankable, digitized asset security.

Step 3: Activating the Bank’s Borrowing
Base Advance (Day 61)

The Kabale mine requires immediate cash to cover
heavy-duty haulage logistics and labor overheads
before the 90-day final settlement. It presents the
electronic depository note to its commercial bank
in Kampala.

Because the exit price and buyer are legally
locked via the exchange, the bank safely deploys
a short-term Borrowing Base Advance using a
conservative 70% Loan-to-Value (LTV) ratio: Bank
Liquidity Advanced = Usd 800,000 x 0.70 = Usd
560,000.

The bank injects USD 560,000 in liquid working
capitaldirectly to the mine. The loanis fully backed
by the physical ore sitting in custom-bonded
custody along the Northern/Central transport
corridor.

Step 4: Final Settlement and Risk
Mitigation (Day 90)

The haulage convoy completes transit and
arrives at the Tororo Industrial Zone. During these
90 days, global fuel price shocks and regional
infrastructure bottlenecks hit the market, driving
unhedged spot prices up to USD 100 — USD 110
per tonne.

Final Contract Resolution

= TheSettlement: The Tororo steelmill pays
USD 800,000 directly to the clearinghouse
bank to release the electronic depository
note.

= The Liquidation: The bank deducts its
principal (USD 560,000) plus structured
trade finance interest and fees.

= The Net Outflow: The bank remits the
remaining balance of approximately USD
240,000 directly to the Kabale mining
concession.

= The Strategic Win: The steel mill saves
between USD 200,000 and USD 300,000
inunexpected procurement costs. Its cash
reservesremain entirely intact, completely
neutralizing any Non-Performing Loan
(NPL) risk for the underwriting commercial
bank.
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Comparative Financial Outcomes at Maturity (Day 90)

Unhedged Market
Financial Scenario (At USD
Metric 100/t)

Total Procurement USD 1,000,000
Cost

Capital Shock to + USD 200,000
Steel Mill

Operating Margin  Severe contraction /
Impact Loan default risk

Cash Paid to
Financing Bank

N/A (Exposed to open
market)

Unhedged Market
Scenario (At USD
110/1) 80/1)

UsD 1,100,000

+USD 300,000

Complete erasure /

Imminent default

N/A (Exposed to open
market)

Exchange-Hedged
Model (Fixed at USD

USD 800,000

USD O (Fully Insulated)

Protected margins /

Stable loan service

USD 800,000 directly
from the buyer

3.2 The Singapore Anomaly: Jurisdictional Arbitrage

The most potent precedent for Uganda’s NDP
IV strategy is the Republic of Singapore. Despite
possessing zero domestic natural resources,
Singapore operates as the premier commodity
pricing and trading hub in Asia. This was achieved
through “Jurisdictional Arbitrage.”

Singapore recognized that global capital does not
finance physical dirt; it finances legal certainty.
By constructing a network of highly secure, LME-
approved bonded warehouses at Jurong Port,
and backing them with a legal framework that
guaranteed the absolute indefeasibility of the
warehouse warrant against any state or corporate
seizure, Singapore imported global liquidity.

For Uganda, the implications are profound. Unlike
Singapore, the East African Community possesses
vast reserves of solid minerals and the localized
refining capacity. If Uganda pairs its massive
physical resource base with the legal certainty of
the Singaporean warehousing model, it will not
just satisfy domestic infrastructure demand; it will
fundamentally reorganize how global capital flows
into the African continent. The UBA working hand
in hand has the opportunity to underwrite this
transition, transforming local commercial banks
from passive lenders into the primary architects of
a sovereign commodities market.
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4.0 POLICY PROPOSALS AND RECOMMENDATIONS

To operationalize the East African Commodities
Exchange and mobilize the capital required
for the NDP IV industrialization mandate, the
Uganda Bankers Association (UBA) must lobby
for immediate, highly specific regulatory and legal
architectures. The following proposals bypass
cross-border legislative gridlock and establish
absolute collateral certainty:

4.1 Statutory Indefeasibility
of the Warehouse Receipt
The fundamental unit of the
exchange.

The LME-corresponding Warehouse Receipt—
must be legally recognized as an indefeasible
bearer document. The UBA must petition
Parliament and the Ministry of Justice and
Constitutional Affairs to explicitly exempt
registered commodities warrants from standard
insolvency proceedings and state seizures. In
the event of an industrial default or tax dispute,
the holder of the warehouse receipt must retain
absolute, senior creditor status, superseding any
claims by local liquidators or the Uganda Revenue
Authority.

4.2 Neutralization of the Sover-
eignty Bill via Central Bank
Integration

To insulate the exchange’s clearing house (CCP)
from the restrictive capital caps and dual-
regulatory threats posed by the Protection of
Sovereignty Bill 2026, the CCP must not operate
as a purely private entity. The UBA must propose
a syndicated equity structure wherein the Bank of
Uganda (BoU) serves as an anchor shareholder
in the CCP. By integrating the sovereign central

bank directly into the clearing infrastructure, the
exchange’s financial flows and foreign margin
deposits are legally shielded from arbitrary
interference by the Ministry of Internal Affairs.

4.3 Cross-Border Harmoniza-
tion through Central Bank
MoUs

Waiting for the East African Legislative Assembly
to harmonize cross-border commercial and
insolvency laws is an unacceptable timeline for
the ATMS strategy. Therefore, cross-border liquidity
must be secured through direct institutional
alighment. The Bank of Uganda should execute
binding Memoranda of Understanding (MoUs)
with the Central Bank of Kenya (CBK) and the Bank
of Tanzania (BoT). These MoUs must recognize
the Kampala-based CCP as the sole clearing
authority for regional steel and solid minerals,
allowing Kenyan and Tanzanian commercial banks
to seamlessly post margin and discount receipts
without facing cross-border capital controls.

4.4 Mandatory Private Arbitra-
tion for Dispute Resolution

To assure international speculators and
regional hedgers that contract disputes will not
be subjected to prolonged local litigation, all
trades executed on the exchange must carry
a mandatory, binding arbitration clause. The
UBA should advocate for the establishment of a
specialized, expedited commercial tribunal—or
explicitly designate an international arbitration
center—as the final arbiter. Participants must
waive rights to local civil appeals, ensuring that
collateral liquidation and CCP novation occur

instantly and without judicial friction.
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