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Access to finance
In June 2017, the local financial sector consisted of 11 commercial banks, four
microfinance banks, one development bank and one cooperative bank.  The total
number of microfinance institutions is 473, of which 18 have limited liability
company status.9 A total of 455 are savings and credit cooperatives (SACCOs)
and Umurenge-SACCOs.10 The institutions are complemented by non-bank
financial institutions, including 16 insurers,11 a public, mandatory pension scheme
offered by the Rwanda Social Security Board and 62 voluntary occupational
pension schemes.  The pension sector continues to grow and is the second largest
contributor to financial sector assets after the banking sector.12 Eleven percent
of investment in the insurance sector is in property.13 Ten banks are originating
and funding mortgage loans: Equity Bank, Bank of Kigali, Urwego Opportunity Bank
(UOB), Ecobank, I&M Bank, Crane Bank, KCB Bank Rwanda, Cogebanque, Access
Bank and BPR. 

The total outstanding mortgage debt is FRW 453 860 688 million or US$534.31
million (in 2016), estimated  at about one percent of GDP.14 New loans in the
financial year 2015/16 were worth FRW 207 967 850 million (US$244.83
million).15 Banks increased lending to the mortgage sector with an annual growth
rate of 38.4 percent in 2016; non-performing mortgages were 5.1 percent in June
2016.16 There are an estimated 60 000 mortgages in the country.

Overview
Many policies of the Rwanda government aim to improve general living conditions
and the provision of services.  In 2017 the GDP was estimated to be 6.1 percent
higher in real terms compared to 2016.1 GDP per capita was at US$774 and had
increased from US$735 in 2016.2 Rwanda’s economic growth rate is projected
to be 7.2 percent in 2018 by the International Monetary Fund (IMF).3 While
growth is mainly driven by the services and agriculture sectors, the contribution
of real estate activities is eight percent of GDP.4 The real estate and construction
industries have become important drivers of economic growth in Rwanda.
Construction accounted for 51 percent of the industry growth, with 12.8 percent
average annual growth in 2010-2015.5

Rwanda’s credit rating in 2017 was B with a stable outlook.6 Rwanda was ranked
58th in the 2017/2018 Global Competitive Report7 and is the most competitive
place to do business in the East African Community.  It is positioned 41st out of
190 economies in the World Bank Doing Business 2018 survey, an improvement
by 15 places on the previous year.8

The newly adopted National Strategy for Transformation 2018-24 (NST 1)
bundles the strategic goals from the Second Economic Development and Poverty
Reduction Strategy 2013-2018 (EDPRS 2), Vision 2020, the Sustainable
Development Goals (SDGs), the African Union’s Agenda 2063 and the Vision 2050
of the East African Community.  Since 2013, Rwanda has emphasised urbanisation,
taking a proactive approach to promote well-planned urban and human settlement
development that enhances local and national economic growth and ensures
quality of life.  While the National Housing Policy’s (2015) vision of “access to
housing for all” is well under implementation, housing still remains a key concern.
The government’s commitment to facilitating housing is reflected in a framework
that is continously being complemented.  After the triggered increase of real estate
activities, professionalism in the construction industry supply chain is among the
sector priorities identified by the new Sector Strategic Plan 2018-24 (SSP) for the
Urbanisation and Human Settlement Sector. 

Consolidating the impacts of policy efforts from the previous years is observed,
and a further increase in investment in large-scale, affordable housing projects is
expected.  Besides this, attempts are being made to facilitate residents in formal,
individual construction where permissible. 
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The cost of financing is high for both investors and end users.  Access to finance
is difficult despite the continuos improvement of lending conditions over the past
decade.  Investors borrow at 15-16 percent while beneficiaries borrow at 17-21
percent.  Mortgage loans require high downpayments and high minimum loan
rates.  Mortgage borrowing periods are now up to 20 years.  With less than
10 percent of the labour force employed in the formal sector, low per capita
income, irregular household incomes, and insufficient household income data, few
benefit from conventional mortgage finance schemes.17 Better access to mortgage
finance for the end user intends to grow the number of housing mortgages to
match the housing demand, estimated far above 30 000 units annually, and to
improve the financial capacities of households seeking formal housing.  A steady
annual increase of accessed housing mortgages has been set as one of the targets
by the new SSP of the Urbanisation and Rural Settlement Sector.

Lenders are still challenged with evaluating the creditworthiness of households.
Nevertheless, as of June 2017, Rwanda has had a private credit reporting system
which collects information from mandatory and voluntary participating institutions.
The Credit Information System will contribute to reducing costs and the risk of
lending.  Additionally, “the country has commenced the journey towards
mobilization of savings”18 to address funding for long-term investments.  Efforts
are under way to educate toward a culture of saving and to prepare the ground
for saving products specifically targeting improved access to housing finance.  The
domestic savings promotion agenda includes plans for a long-term savings scheme.
Mechanisms that allow risk reduction to borrowing and support life-time saving
for housing are not yet part of the financing landscape.  Developing long-term
investment and long-term savings is paramount to housing finance. 

A Capital Market Master Plan is expected to advance a strategic agenda across
East African financial markets, as the main constraints (and opportunities) in the
sector relate to liquidity of banks and lenders and the availability of long-term
investment capital with high prices for long-term finance.19 The lack of equity
funding for large-scale housing projects, and a parallel difficulty in finding
construction debt financing in suitable quantities, results in a tendency of the few
developers in Rwanda to build on a small scale. 

To make housing more affordable, a mixed set of instruments that target the supply
and demand sides of housing is being implemented.  Since December 2015,
infrastructure and public facilities for affordable housing projects are financially
supported based on a Prime Minister’s Order.  On 30 June 2017, the cabinet
approved the establishment of the Affordable Housing Financing Fund.  The entity
is planned to be operational from late 2018 after adoption of a legal framework
to back its functioning with the objective to improve access to housing mortgages
for households and to supply-side finance for developers.  Housing mortgage
lending conditions are expected to improve, with lending terms to increase up to
30 years and interest rates reduced through subsidisation for the benefit of those
who were not able to access mortgages until now, including households with
monthly incomes as low as FRW 200 000 or US$240. 

Alternative instruments must complement the mortgage products, such as help-
to-buy, rent-to-own and renting, based on the realisation that the current mortgage
market does not yet have the capacity to provide off-take assurance to developers
of new homes in the short term.  The feasibility of issuing green bonds is being
explored, and a scheme piloting green affordable housing concepts is being
prepared under Rwanda’s Green Fund FONERWA for application to the Green
Climate Fund. 

Affordability
In 2015, Rwanda had the highest discrepancy in Africa between the Gross National
Income per capita and the cost for the cheapest newly constructed (formal)
house20 with less than 10 percent of households able to afford a formal housing
unit.  Since EDPRS 2, the government has been using a framework which facilitates
private sector-led housing finance and construction and the National Housing
Policy (2015) has initiated a discussion about how to enable “access to housing
for all”.21

Median annual household incomes in the City of Kigali are about US$824 in the
first market quintile, US$1 766 for the second quintile, US$2 943 for the third
quintile, US$5 415 for the fourth quintile and US$15 069 for the fifth quintile.22

According to the International Growth Centre (IGC), an annual growth in real
income can be registered for the first three quintiles (4.9 percent, 7.6 percent and
5.4 percent respectively), while incomes for the fourth quintile remain stable
(0.3 percent growth) and incomes in the fifth quintile group decline (-5.2 percent).
The national average annual household income differs significantly from household
incomes in Kigali at US$368.23

Despite the discrepancy between affordable and actual house costs, the gap
between household incomes and construction costs is reducing, with the cheapest
formal house in the market now just below US$20 000.  According to estimates
by the IGC in 2017, the bottom 20 percent of the population need homes below
US$11 850, the bottom 40 percent need homes below US$23 700, and the
bottom 60 percent need homes below approximately US$37 900, while the top
20 percent can afford housing.24

On a wider policy approach, housing shall become increasingly affordable by
addressing i) cost-efficiency in design, construction and construction management;
ii) increase of material resources; iii) decrease of unit sizes and floor area per
person; iv) use of technologies and design skills which lower construction cost;
and v) facilitation of households to co-locate with economic opportunities.25 A
recent study demonstrates that should all the aspects be addressed, construction
costs could significantly decrease to as low as US$170 a square meter floor area
and the household income segment that could theoretically afford a housing unit
would be between about US$170 and US$685.26

The Rwanda Ministry of Infrastructure (MININFRA) encourages home builders
and developers to use locally-made construction materials.  It has been officially
explained that the use of earth materials is not illegal.  District governments in
partnership with planning firms are steadily preparing for land subdivision plans
to lay out space for formal access and utilities in formerly unplanned areas, and to
facilitate building permitting in areas where there is high interest in individual
construction.  The effort is paying off with residents more easily adapting to the
new planning and building requirements, which have been carefully drafted to
facilitate formal home building for low income households and reduce informal
growth in the urban planning areas. 

Housing supply
The incentives introduced in 2015 clearly appeal to affordable housing investors.
Government-subsidised housing development has thus far been approved for
about 600 units but over the course of the coming years, 4 500 units are expected
through involvement of the Development Bank of Rwanda (BRD) with 20-30
percent equity participation.27

The continued dependency on imports in the construction industry is a result of
the limited local industry, which stems from a lack of volume.28 The government
nevertheless strongly promotes investment in the construction industry and in
facilities for the local production of building materials as part of its Made in Rwanda
programme.  Examples of new production facilities include: Strawtech, a factory
producing light steel profiles; SMEs that are producing standardised burnt bricks
more efficiently; and an SME producing stabilised soil blocks in a purpose-built
production facility.  The most recent player in the country to start producing
construction materials in 2017 is AfriPrecast Ltd., producing pre-cast, pre-stressed
concrete element products with the target of increasing efficiency in the
construction process, economy of scale and durability.  The plant has the capacity
to supply East and Central Africa.  Rwanda’s cement producer CIMERWA has
invested US$170 million in a new modern dry process production plant with a
cement production capacity of 600 000 tons/year by mid-2018.29 The Kigali
Cement Company has a production capacity of 100 000 tons/year,  expected to
increase with investments from the recent acquisition by Kenya’s ARM Cement.
Prime Cement has signed a partnership with a Danish firm to build a US$65
million cement grinding plant in Northern Rwanda with an operational capacity
of 0.7 mt/year; a proposed second phase will add an integrated clinker plant within
the next five years.30

Property markets
Registering property in Rwanda now only requires a three step-process, has
reduced to seven days and costs 0.1 percent of the property value.  Rwanda thus
ranks second out of 190 economies on the ease of registering property.31 The
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Ministerial Order Determining Urban Planning and Building Regulations and the
Ministerial Order Determining Building Permits were slightly amended for even higher
efficiency in permitting processes.  Rwanda has also embarked on an online building
permitting platform, which was first spearheaded by the City of Kigali and is now
also operational in the secondary cities, with countrywide access being rolled out
by 2024.  Increases in property transactions are expected in Kigali and the
secondary cities with more efficient building and more accountable issuing of
building permits and the availability of urban master planning documents. 

When modelling cost-efficient , high-density housing, the projected costs for land
are at one percent of a project outside of Kigali and four percent in Kigali;
infrastructures and public facilities may account for 26 to 32 percent of project
costs outside of Kigali and 41 percent in Kigali.  House construction itself comprises
between 66 and 73 percent of the total project cost in urban areas outside of
Kigali and 55 percent in Kigali.32

The National Housing Policy 2015 and a resolution from the High-Level
Leadership Retreat 2018 have highlighted the significance of not using
expropriation as a tool for local governments when servicing land for housing, but
to collaborate with the land holders, to not cause artificial inflation of land costs.  

Policy and regulation
The National Housing Policy 2015 strategises the way towards a positive impact
on living conditions, an increase of employment rates and growth in the local
construction industry.  It further covers aspects of public responsibility and
partnership and lays the ground for a framework that enables the private sector
to satisfy the growing demand for housing.  The policy highlights measures to
increase the purchasing power through saving, pooling of individual resources and
financing models inclusive of low income earners.

In 2017, the National Informal Urban Settlement Upgrading Strategy was validated.
Urban upgrading is to tap existing and future land and property equity, help
integrate housing neighbourhoods that offer affordable housing and conserve large
housing stock.  Five options for implementing and upgrading projects have been
identified with action forseen countrywide to reduce the percentage of urban
population living in under-serviced settlements.  The strategy details the procedures
to tap into opportunities for collaborative development in urban renewal, with
the original landholders forming cooperatives to finance their development
projects or teaming up with a private investor holding shares in redevelopment
or a (Social) Real Estate Investment Trust.

The Law N°10/2012 of 02 May 2012, Governing Urban Planning and Building in
Rwanda, guides the overall framework for urban planning and building.  It is
implemented through a set of orders providing clear procedures for local
development management for sustainable, integrated and inclusive development,
with auditing and public inspection components.  An amended version of the law
from 2012 is expected to be submitted to parliament in the second half of the year.

Two legal documents adopted in 2015 intend to facilitate private investment in
affordable housing.  The Prime Minister’s Instructions Nº001/03 of 23 February
2017, determining the conditions and procedures for obtaining government
support for affordable and high-density housing projects first adopted in 2015, are
a step taken to attract investment for affordable housing and represent the
government’s commitment to financing neighbourhood infrastructure in projects
fulfilling affordability and efficiency conditions.33 The Law N°06/2015 of 28 March
2015 for Investment Promotion and Facilitation offers a preferential corporate
income tax rate for affordable housing projects and accelerated depreciation for
investment in constructions worth US$ 1.8 million or more. 

The new SSP pronounces more emphasis on professionalism in the construction
industry and the regulation and monitoring of professional bodies.  Linked to this
effort, a Ministerial Order on liability for professionals in the industry is in its
drafting stage, targeting the life expectancy of a building, its livability and
sustainability.  Added to this are newly launched green building compliance
requirements, and an internationally recognised voluntary certification system of
the green building scheme which is under way.  The Rwanda Green Building
Organisation was launched on 22 November 2016.  The green building
requirements in Rwanda explicitly target i) energy efficiency; ii) water efficiency;
iii) land use efficiency; iv) material efficiency; v) environmental protection; vi) indoor
environmental quality; and vii) cost efficiency of operation.34

The National Bank of Rwanda (BNR) initiated several legal revisions and
complementary measures in the finance, microfinance and insurance sub-sectors.
Among the tax laws expected to be amended this year is the Law N°59/2011 of
31 December 2011 establishing the sources of revenue and property of
decentralised entities and governing their management with a focus  on property
taxes. 

Opportunities
Rwandas National Housing Policy35 reacts sensitively and holistically to the in-
country housing situation by demonstrating innovative solutions to challenging
conditions.  In an effort to overcome the limited resources at micro and macro
levels, the Rwandan government aims to complete a sensitive facilitation
framework based on good collaboration with the private sector.  The policy
promotes the development of housing finance and develops solutions for
collectively carried risks to ensure that the large population groups with low and
irregular income receive opportunities to improve their socioeconomic
circumstances. 

Additional work is planned to complete and harmonise fiscal, monetary and tax
policies to enhance household incomes through developing employment
opportunities, domestic productivity and the production of building components
and materials.36 The private sector, with government facilitation, should take on
the development of a long-term investment sector, including the insurance industry,
private sector pension funds and other long-term savings vehicles.  It should foster
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active and fair competition in mortgage lending backed by securitisation
legislation.37 Emphasis should be on the promotion of saving and de-risking
products for private beneficiary households and on facilitating the finance sector
to offer more accessible housing mortgages.  Further activities target resource
efficiency and professionalism in the construction industry and increased local and
regional competitiveness – these are priority actions outlined in the SSP 2018-24.
More projects should target formal rental housing and the integration of real estate
management components.  Although partially addressed in the Condominium Law
from 2010,38 additional regulations for real estate management are still needed.
Amongst these are operation, maintenance, and service charge regulation; a
tenancy law; changes to securities exchange rules to allow issue of index-linked
bonds; and the completion of a framework that facilitates rental housing
companies.  The economics and finance models around cooperative and rental
housing models should be further explored in pilot projects.

Sites with a total surface area of approximately 55 hectares in Kigali and the six
secondary cities are available for development of high-density mixed-use housing
through the districts.  This would increase supply quantities in the short term.
About 496 hectares have been identified for possible affordable housing
investment in the mid term.39 Future growth will be driven by a combination of
continued government investments in infrastructure and  private investments in
construction.  In addition to catering for domestic demand, Rwanda also provides
opportunities for investors to manufacture and export construction materials and
skills to the regional market. 
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