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Cities are built the way they are financed –
Bertrand Renaud, 1984
The gap is visible: unequal development persists across African cities
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The social argument for housing is obvious, but insufficient (and
overwhelming). Less obvious is the economic argument: how can these
backlogs be met sustainably?
Morocco (pop. 33.01m)
Housing deficit of 800k units, growing 178K p.a.
Cameroon (pop. 25m)
Housing backlog of over
700k units

Ivory Coast (pop. 20.3m)
Housing backlog of over
700k units

Ethiopia (pop. 94.1m)
Estimated deficit of 1mn
units; 100k annual shortage
Uganda (pop. 37.6m)
Estimated annual housing
deficit of 233k units.
Urbanisation in Kampala
highest in Africa.
Kenya (pop. 44.4m)
Housing backlog of 2m
units; estimated annual
deficit of 200K units

Nigeria (pop. 173.6m)
Housing backlog of 17m; annual
shortage of 700k units

Tanzania (pop. 51.8m)
Housing backlog of 3m
units; estimated annual
deficit of 200K units

Angola (pop. 21.5m)
Housing deficit of over 1.9m;
estimated annual shortage of 100K

Source: Presentation by Dr Issa Faye to the AUHF
Conference, 26 October 2015. AfDB Research
quoting CAHF, UN-Habitat, National Sources

South Africa (pop. 53m)
Housing deficit of 2-3m units; an estimated 1.5m
households live in slums
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Government built
What
characterizes
African
housing
markets?

Developer built

Slums

Self-build
Real Estate
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African cities are crowded, but not economically dense — investments 5in
infrastructure, industrial and commercial structures have not kept pace
with the concentration of people, nor have investments in affordable
formal housing.

Nairobi, Kenya

Informality and tenure insecurity
• 60% of Africa’s urban population
live in slums — vs. 34% elsewhere
• housing investment lags
urbanisation by 9 years (Dasgupta,
Lall, & Lozano-Gracia 2014)

Lall, Somik Vinay, J. Vernon Henderson, and Anthony J. Venables. 2017. “Africa’s Cities:
Opening Doors to the World.” World Bank, Washington, DC.
License: Creative Commons Attribution CC BY 3.0

• Despite apparent demand, > 30%
of land within 5km of CBDs
remains unbuilt
• The majority of urban housing is
built by households, one-by-one
• Most housing bought with cash
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Although scarcely recognised in policy, in many cities the majority rent.
Who is delivering rental housing? How is it being maintained? Who
manages it? At what market is it targeted?

Dar es Salaam, Tanzania

Eighty20, CAHF Rental Study currently underway in Tanzania, Uganda, Cote d’Ivoire,
Senegal and Angola. Due for publication end 2017

Urban rental
• Between 30%-of 50% of urban
populations rent; sometimes more:
• 44% of 2.8m urban households in
Tanzania; > 50% in Dar es Salaam
• 29% of 1.7m urban households in
Uganda (21% rent privately, 8% from
public institutions); 46% in Kampala
• 36% of 824,000 urban households in
Senegal; 47% in Dakar
• 54% of 2.9m urban households in
Cote d’Iviore; 78% in Abidjan
• Most are one room; many overcrowded
• Access to services is poor with a minority
having a tap indoors or a flush toilet in
the property.
• Average rental charges appear low:
$18/month (Tanzania); $27/month
(Uganda); $51 (Abidjan, Cote d’Ivoire)

State pension funds are beginning to look at housing as an7
investment target, and some governments promote
affordable housing, but are they targeting the right market?

Kigali, Rwanda

Poor targeting
• Vision City in Rwanda was built by
the state pension fund, with units
priced between $100k - $500k. After
some time on the market prices were
slashed (2% of the urban population
in Rwanda can afford a $20 000
house at current mortgage rates)
• Kilamba, 30km outside of Luanda,
Angola, is another example. Entry
level “affordable” units were priced
at $190k. After being called a ghost
town, the government reduced
prices and offered low-interest
mortgages. (26,9% of Angola’s urban
population can afford a $20 000
house at current mortgage rates)

Shelter Afrique estimates that outside of South Africa,
there are almost no developers who can sustain an annual
delivery of more than 500 units

Johannesburg, South Africa

Insufficient scale
• Despite a massive state-led construction
programme that built about 3 million
houses, South Africa still has a backlog
of about 2 million houses
• Ethiopia’s massive state housing
programme similarly is not meeting
need
• Nigeria’s backlog of 17 million units
seems impossible to overcome
• Phatisa’s Pan African Housing Fund was
established in 2012, and closed at the
end of Q3 2014 at US$42m. In 2016,
PAHF was involved in five developments,
comprising about 1 000 units and
targeted at middle income earners in
Zambia, Rwanda and Kenya.
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Why? Poorly functioning value chains undermine quality 9
housing outcomes, scale delivery and compromise housing
affordability.
Land
assembly /
acquisition

Title /
tenure

Bulk
Infrastructure

House
construction

Sales &
transfer

Maintenance
& ongoing
improvements

Social and
economic
infrastructure

High cost of land & zoning pushes people out to the periphery: Kigali & Luanda … or onto hazardous land: Dakar
Tiny mortgage markets because land cannot be secured: across Sub-Saharan Africa.
Without secure tenure, poor housing investment by households fearing eviction leads to slums
In Nairobi, slum landlords use political clout to maintain rental stream

The majority of housing in Africa is built
one-by-one, informally, without credit.
This robs economies & households of
the housing wealth effect.

Municipal under-investment and failure to provide infrastructure leads to
higher housing prices / Poor road networks increases the cost of cement,
leads to housing constructed with informal materials: Malawi, South Sudan,
DRC / New city “islands” with private services: Tatu City in Nairobi

Absence or high cost of developer finance leads to small housing
projects; up-front payments limit affordability. Few developers
means little competition, houses expensive: DRC, Zambia
Imported building materials means prices fluctuate
Standards that don’t accommodate affordability are never met, so
quality is not achieved
The majority, even the wealthy, build their housing incrementally,
themselves, so scale is not achieved.

End-user finance hugely dependent on macroeconomic health: impact on loan term, size, and
cost: Malawi, Mozambique, Nigeria, Rwanda, etc
Most housing paid with cash & savings: only the
very wealthy afford formality: the Gambia
Absence of non-mortgage (housing micro) finance
systems can also perpetuate slums

Housing affordability is a factor of
incomes, and finance arrangements, in
addition to the cost of the house itself
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http://www.housingfinanceafrica.org/calculating-mortgage-and-housing-affordability-in-africa/

Housing affordability is a factor of
incomes, and finance arrangements, in
addition to the cost of the house itself

11

http://www.housingfinanceafrica.org/calculating-mortgage-and-housing-affordability-in-africa/

Housing affordability is a factor of
incomes, and finance arrangements, in
addition to the cost of the house itself
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http://www.housingfinanceafrica.org/calculating-mortgage-and-housing-affordability-in-africa/

The cost of construction varies widely. This is also a result
of many factors: component costs, regulatory regimes,
governance capacity, etc.

http://housingfinanceafrica.org/dashboards/benchmarking-housing-construction-costs-africa/
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Funding
instruments

The housing value chain depends critically on the financing value chain14 and vice versa. Market information, effective track records, and trust
are critical for all parties to engage. How do we elevate the market
opportunity for pro-poor interventions?
Investors / creditors: private equity, pension funds, insurance companies, development finance
institutions, wholesale debt, etc.
Capital Markets / Stock exchanges /
Bond Markets / REITs

National or municipal tax base

National
or
municipal
tax base

Finance
instruments

Public sector agencies / banks / pension funds / non-bank financial institutions / guarantors / developers / rental housing institutions /
etc.

Construction / developer financing
Municipal land and infrastructure financing
Guarantees or insurance

Municipal or
community
financing

Private
sector
financing

Housing delivery value chain
(formal & informal)

End-user financing (mortgage / non-mortgage) and household savings
Finance
moment

Land
assembly /
acquisition

Finance
moment

Title /
tenure

Finance
moment

Bulk
Infrastructure

Finance
moment

House
construction

* Note: different market segments will engage in different housing processes involving different value chains
and different finance moments – this diagram is purely illustrative.

Finance
moment

Sales &
transfer

Finance
moment

Maintenance
& ongoing
improvements

Finance
moment

Social and
economic
infrastructure
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Housing has a significant impact on the economy

Land &
infrastructure
Construction
& end user
finance

Influence on
price, and scale
of supply

Building
materials
Labour
market

Home
improvement /
equity finance

Building
materials
Transit

Influence on
demand

Retail
property
Labour

Professional
services

Professional
services

http://housingfinanceafrica.org/story-housing-economy-decoding-housing-construction-housing-rental-value-chains/

GDP growth
Job creation & employment

Macro-economic framework
Financial sector framework

Furniture &
appliances

Municipal rates base, local economic
development – beyond the residential sector

Municipal bylaws, policy levers, incentives

What would it look like if we could double the current rate of delivery in the right
market segment? How would this affect all other investment markets?
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Can developments of N2,4 million housing units be built and financed at
scale? What would it look like for Nigeria to build 100 000 units at N2,4m
per annum, doubling the current rate of delivery?

http://www.housingfinanceafrica.org/calculating-mortgage-and-housing-affordability-in-africa/

The challenge is the N2,4m house…
How do we
make this look
less like a small
scale, ad hoc
intervention and
more like a
viable approach
towards housing
the nation?

http://www.mffhousing.com
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Investors need access to scale, while household
affordability needs costs to be broken down: four
approaches towards aggregation of the opportunity
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Incremental
housing
Breaking up
the housing
value chain
into smaller
products that
can be
afforded by
low income
earners with
well
structured
financial
products

SACCOs &
housing
coops
Savings
vehicles that
aggregate
household
affordability
into a viable
proposition
and engage
as
developers in
local projects

Rental
Housing
supply
approach
that
aggregates
the
management
function,
amortizes
asset costs,
and enables
small scale,
household
landlordism

Real Estate
Investment
Trusts
Investment
vehicle that
aggregates
investments
and investors
into
realisable
deals
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Habitat for Humanity’s ”Building Assets, Unlocking Access” project has
mobilized over $30m in capital for incremental housing microfinance in
Kenya and Uganda, impacting on over 40 000 families.
§

§

§

“Building Assets, Unlocking Access”
provides technical assistance to six
financial institutions in Uganda and
Kenya to develop housing micro
finance products and non-financial
support services for people living on
less than US$5 per day.
The aim is to enable borrowers to
secure adequate and affordable
housing and improve their living
conditions.
Partner financial institutions
participating of the project include
Kenya Women Microfinance Bank
Ltd., KCB, Stima SACCO in Kenya and
Centenary Rural Development Bank
Ltd., Opportunity Bank Ltd. and Pride
Microfinance Ltd. in Uganda.

Nyumba Smart Loan
Kenya Women Microfinance Bank

https://www.habitat.org/sites/default/files/TCIS-MCF-Nyumba-smart-loans.pdf
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Technology and mobile phones offer new opportunities
to support incremental housing delivery
Mobile marketplace
for small-scale
construction
§

§

§
§
§

iBUILD is a mobile app that aims to
formalise and improve the delivery of
small-scale construction for low-income
households
The app acts as a mobile marketplace
connecting households to builders,
contractors and lenders
Similar to Uber, iBUILD allows households
to rate and review builders
They also aim to support the certification
and upskilling of informal builders
Pilot roll-out in Nairobi in Q1 2017. To
follow in Dar es Salaam and Cape Town

https://www.ibuild.org

Reducing the
risk of loan
misuse

§

§

YoMane is a payment platform
that facilitates the
disbursement of funds for
specific purposes, such as HMF
to fund the purchase of building
materials
The aim of YoMane is to
mitigate against the risk of loan
diversion by allowing funders to
determine where the money is
spent and what it is spent on.

http://www.yomane.com
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Cooperatives and SACCOs amass & coordinate household
savings into a viable proposition – can this be grown to scale?
§ Less than 10 % of all housing credit in Kenya comes in the form
of mortgages from the banking sector – the remainder of
housing finance comes from SACCOs and housing cooperative
networks. (Kenya Economic Update, April 2017)
Key challenges are access to the value chain (land, development capacity) and to
long term finance. Can the investor sector trust co-op and SACCO capacity?

•

Is there a regulatory response?
What is the institutional response? How do lenders work effectively with
cooperatives?
How do we build SACCO capacity to operate at scale?

•

Do we understand the potential?

•
•
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Rental improves affordability by amortizing asset costs and aggregating
management costs while offering important investment opportunities for
small scale landlords and low income households.

§ Large scale landlordism
§ Opportunity for pension funds
investment
§ REIT investment target
§ Viability depends on scale

§ Small scale, household landlordism
§ Backyard rental
§ Urban infill
§ Supported with housing microfinance

Key challenges are [1]
management capacity
and [2] scale for
viability
Small scale landlords
offer a niche
opportunity
How do lenders
structure their
products to meet this
diversity

TUHF focuses on
emerging entrepreneurs
providing inner city
rental housing in South
Africa
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www.tuhf.co.za

Real Estate Investment Trusts (REITs) offer financial
markets a critical opportunity for financial intermediation –
can this extend to affordable housing?
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What is a REIT?
• Company or trust that owns and often manages a portfolio of mortgages and / or real estate
properties
• Operates in accordance with certain rules and regulations
• Allows investors - both institutional and retail - to invest in portfolios of mortgages or large-scale
properties through the purchase of shares.
• The shareholders of a REIT, in turn, earn a share of the income stream produced by the investment
portfolio
What are the distinguishing factors?
• REITs aggregate diverse sources of funding and target them into real estate portfolios that extend
beyond the limitations of individual projects.
• REIT regulations and legislation provide for preferential tax treatment and require high rates of profit
distribution.
• Together, these unique factors enable REITs to raise finance from investors who otherwise might lack
access to – or be reticent to engage in – real estate markets.

For example, Watumishi Housing
Company in Tanzania www.whctz.org
http://housingfinanceafrica.org/projects/residential-real-estate-investment-trusts-africa/
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What are the key interventions from the DFI sector to support
Africa’s pro-poor housing sector? Focus broadly on sector
development and pursue some area-based interventions.
Capital that is
patient with
time, target &
capacity
• Venture
capital that
meets with
risk with
patience
• Explicit
pursuit of
innovation
• Capacity to
support a
good idea

Operational
development
& support
• Mechanisms
to support
effective
publicprivate
partnerships
• Systems &
process
support for
SACCOs
• Social
enterprise
development

Value chain
attention
• Bird’s eye
view support
• Interventions
along the
value chain
• Support for
sector
development
• Linkages
between
public,
private &
NGO sectors

Data, market
analytics,
thought
leadership,
market
tracking
• Longitudinal
analysis of
performance
indicators
• Good news
case studies
• Demand &
supply focus
• Impact
analyses
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Thank
you!
Kecia Rust
kecia@housingfinanceafrica.org
www.housingfinanceafrica.org
+2783 785 4964
https://www.facebook.com/Housing
FinanceAfrica?ref=hl

Twitter @CAHF_Africa
Twitter @AUHF_Housing
CAHF is the Secretariat to the:
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