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and South Sudan.10 Further, in 2016, over 50 percent of the population were
reported to be living below the international poverty line (US$1.90 per person
per day).11

High inflation rates continue to erode the purchasing power of households in
Sierra Leone.  Despite the Bank of Sierra Leone (BSL) maintaining a tight monetary
policy and several base lending rate increases throughout the year, inflation rates
remain very high.  As at June 2018, inflation was 17.7 percent, just slightly lower
than the 5-year high of 20.2 percent in March 2017.12

Other immediate challenges faced by the government include reducing public
debt, which stood at 61 percent in 2017, and increasing tax revenue generation
and collection.  

Access to finance
According to the BSL, there are 14 commercial banks, 14 microfinance institutions
(12 credit-only and two deposit-taking), and one home mortgage finance company
operating in the country.  There are a further 17 community banks offering a
variety of finance products and services.  

Overview 
Located in West Africa on the coast, Sierra Leone has an estimated population of
7.5 million1 people living in approximately 1.2 million households.2 According to
the latest Census data (2015), the population is relatively evenly distributed across
the country with 35 percent residing in the Northern region, 23 percent in the
East, 21 percent in the West and 20 percent in the South.  Overall, the geographical
split of households is 59 percent rural and 41 percent urban.  In 2017, the urban
population growth rate stood at 3 percent per annum.3 As is common in many
African countries, Sierra Leone has a young population with 62 percent of the
population falling under the age of 25.4

Sierra Leone’s capital city, Freetown, located in the Western region, is the country’s
largest city with a population of 1 million.5 Freetown is the central focus of much
of the country’s urban development debate given its potential to drive economic
growth, primarily due to its active port, and its political importance (it is the seat
of the government).    

Following the sharp economic downturn in 2015 driven by the twin shocks of the
Ebola epidemic and collapse of the iron ore mining sector, Sierre Leone’s economic
growth continues to be weak.  In 2017, GDP growth decreased to 3.7 percent,
down from 6 percent the previous year.6 The country’s current economic outlook
reflects the continued challenges faced by the mining sector including the
suppressed global iron ore prices, higher domestic energy prices and a reduction
in private investment.  In addition, the country’s GDP growth in 2017 was
constrained by lower growth in the construction industry following decreased
public sector spending on infrastructure.7

On the upside, the country’s agriculture sector, which contributes approximately
61 percent to annual GDP,8 grew by 4.5 percent in 2017 (up from 3.8 percent in
2016).  The continued resilience of the agriculture sector, expected upturn of the
mining sector, improved business climate and increased public sector investment
are expected to contribute to generate better economic growth in the medium-
term (projected at 6.5 percent by 2020).9 However, a key challenge for the
government is to maintain sustained and inclusive economic growth in order to
reduce the country’s widespread poverty.  

According to the UNDP Human Development Index (HDI) 2018 statistical
update, Sierra Leone ranks 184th out of 189 countries, just above Burundi, Chad
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Previously, the financial sector also included two development banks – the National
Development Bank and the National Co-operative Bank—but according to
reports these institutions were “largely dysfunctional” and neither appear to still
be operational.13

The country also has a small stock exchange.  First established in 2001, the Sierra
Leone Stock Exchange has three listed companies – Rokel Commercial Bank, First
Discount House and Home Finance Company (HFC) Mortgage.14

According to a recent World Bank report, Sierra Leone’s banking sector is broadly
stable but faces significant risks.15 The percentage of non-performing loans to
gross loans, although decreasing, remains high at 17.5 percent.  Furthermore, the
poor performance of the two largest state-owned banks, Rokel Commercial Bank
(RCB) and Sierra Leone Commercial Bank (SLCB), continues to put pressure on
the whole sector.  Despite this, total assets in the banking sector increased to
Le7.4 trillion (US$884 million) in 2017, while the average capital adequacy ratio
was 34 percent in the same period—although it is reported that the average
capital adequacy ratio does not accurately reflect credit risk in the country and
the varying performance of different banks.  

Financial inclusion remains a major challenge for the Government of Sierra Leone
and this is recognised in the National Strategy for Financial Inclusion for 2017 –
2020.  The latest Global Findex data indicates that, as of 2017, only 12 percent of
adults (age 15 or older) had an account (either by themselves or with someone
else) at a bank or other financial institution.  Unsurprisingly, the country’s credit
market is very small.  Between 2014 and 2016, average credit extended to the
private sector was approximately 5 percent of GDP, while in 2017, only 2.8
percent of adults were reported to use formal credit products.16 To cope in times
of need, individuals rely on informal products or personal networks for credit.17

Lack of reliable and relevant credit information remains a major constraint to the
country’s credit sector.  In 2018, Sierra Leone ranked 159th out of 190 countries
on the World Bank Doing Business ‘ease of getting credit’ index.  The country’s
weak legal rights for lenders and borrowers and the dearth of credit information
on borrowers were factors that contributed to this low ranking.18 However,
proposed reforms in the credit sector should change this in coming years.  

In September 2018, President Bio, with support from the UNCDF and the UNDP,
announced an ambitious plan to roll out an improved credit bureau process
leveraging the combined power of a digital national identification process and
blockchain technology.19 The project will receive funding and technical assistance
from the UNCDF and UNDP and planned implementation is 2019.  Until then,
the credit sector will rely on the existing but limited Credit Reference Bureau
(CRB), established in 2011 following the passing of the Credit Reference Act 2011.

Given the challenges, few banks offer long-term loans.  HFC Mortgage and Savings
Banks (HFC) appears to be the primary provider of mortgage loans and other
housing-related finance.  The bank continues to receive its funding from NASSIT
which was mandated in 2004 to administer the Sierre Leone National Pension
Scheme.  HFC offers nine housing-related loan products ranging from home
purchase mortgages to home equity loans for individuals and construction-related
finance aimed at real estate developers.20

HFC home purchase mortgages have a maximum loan amount of Le1 billion
(US$120 000) and maximum loan term of 20 years.  Upfront costs are high for
buyers.  The initial deposit amount is set at 20 percent with additional processing
and registration fees of 4.5 percent of the loan amount.  The bank applies much
stricter criteria for non-residents; deposit requirements are 30 percent, while the
maximum loan term is reduced to 15 years.21

A product targeted directly at low income segments is the HFC ‘Buy Land and
Build Own Home’ mortgage which aims to assist low income households buy land
and develop it over time.  The loan provides borrowers with access to a maximum
of Le83 million (US$10 000) for land purchases and a further Le250 million
(US$30 000) for construction.  Preconditions for the loan include the client using
the services of a pre-approved architect and builder; all funds are dispersed directly
to the suppliers and there must be clear and undisputed title to the land.  

In terms of finance for developers, HFC offers two products – the Construction
Finance Mortgage (CFM) and the Construction Stage Payment Mortgage product
(CSPM).  The CFM is targeted at developers who wish to develop properties for
sale, although the loan is not contingent on the properties being sold, and term is
limited to 3 years.  The CSPM is targeted at developers who are ether in the
process of, or planning to, build properties for prospective HFC mortgage
borrowers but need finance to finish the project.  The maximum loan term on the
CSPM is only 12 months. 

It is unclear what interest rates the HFC charge on any of their mortgage loans,
however, they are likely to be high.  BSL base lending rates followed an upward
trend throughout 2018.  As at July 2018, the base lending rate was 16.5 percent,
up from around 12 percent in June 2017. 

Of the 14 MFIs in Sierra Leone, only one appears to be actively offering housing-
related loans – A Call to Business (ACTB).  However, limited information is available
on the characteristics of their micro housing loan.22 Likewise, updated information
on the performance of the MFI sector in Sierra Leone is not available.

Affordability
Housing affordability is a serious challenge in Sierra Leone.  Aside from low
incomes, most of the population are self-employed which adds a level of
complexity to credit extension.  Based on the latest revision in 2015, the national
minimum monthly wage currently sits at Le500 000 (US$60).23 However, this
only applies to salaried workers, of which there are not many.  According to 2015
Census data, at least 2.2 million individuals are self-employed (mostly without
employees), while approximately 275 000 individuals are paid employees.  The
total employed population in 2015 was 2.75 million, the majority of which are
working in the agriculture sector.24

Sierra Leone’s development partners continually stress the role that a well-
functioning capital city, like that of Freetown, can play in generating a more
productive labour force and profitable job market.  Current constraints to business
in the city include unreliable access to electricity, poor infrastructure, strained
transport systems resulting in poor mobility of people and goods, inefficient land
use and poor land administration creating an insecure and unmarketable land
market.25 Given these challenges, business in the city consists of predominantly
small, informal retail outlets employing few people.  

With property prices in the formal market ranging from Le2.3 million (US$275)
to Le21 million (US$2 511) for a one bedroom in the city centre, and up to Le67.6
million (US$8 000) for a 3-bedroom apartment in the city centre,26 the urban
poor are entirely reliant on densely populated informal settlements for shelter.
Those with some capacity to rent properties are also continuously under pressure
due to annual rent increases.  According to a 2015 SALHOC survey, middle to
low income households are spending over 40 percent of their income on
housing.27

Housing supply
Creating access to affordable housing remains a major challenge for government.
According to the 2015 Census, there are 1.2 million households living in
approximately 801 000 dwelling units in Sierra Leone.  In urban areas alone, the
housing stock deficit stands at over 500 000 units.28 The lack of housing stock
combined with high urban population growth rates has created a housing market
that is characterised by overcrowded, sub-standard living conditions in sprawling
informal settlements.  

Given this situation, many households cope by sharing dwellings with other
households.  In 2015, it was found that, on average, two households live in one
dwelling unit with an average dwelling size (total number of people living in the
dwelling) of 9.2 people in urban areas.29

In terms of dwelling type, 48 percent of urban households live in stand-alone
dwellings (“separate houses”) or semi-detached houses, while a further 27 percent
live in flats/apartments.  Over 90 000 urban households (or 16 percent of all urban
households) live in a room in a shared house (“compound house”), further
highlighting the disparity between the supply of, and demand for, urban housing.  
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No doubt the rise of shared living arrangements has contributed to the increase
in rental housing in the country.  In 2015, 23.8 percent of all households reported
renting their dwellings, up from 19.3 percent in 2004.  As is typically the case,
renting is a more significant form of tenure in urban Sierra Leone than it is in rural
areas.  Using the same Census data, 46 percent of urban households reported
renting their dwellings, compared to less than six percent of rural households.
Forty seven percent of urban households reported owning their dwellings.30

Property ownership in the country has largely been driven by households
themselves, either through self-build or inheritance.  As of 2015, 48.7 percent of
all households were owner-constructed, while 20.3 percent were owner-inherited.
Only 2 percent of households reported purchasing their current dwelling,
suggesting that very little, if any, housing stock is being delivered by the private and
public sector.31

While self-build is supplying much-needed housing stock in the country, there is
clearly a need to support households to improve both the quality of their
construction and access to formal building materials.  A significant proportion of
urban households are constructed using ‘traditional’ materials.  For example, 43
percent of urban households were reported to have either mud bricks, zinc, timber,
sandcrete or mud & wattle as their primary wall material.32 Based on the
household’s subjective assessment of their dwelling condition, 23 percent of
dwellings needed either major repairs/rehabilitation or complete reconstruction
in 2015.33

An estimated three quarters of the urban population in Sierra Leone are living in
slum living conditions characterised by, amongst other things, poor access to
sanitation and limited access to safe drinking water.34 As at 2015, approximately
10 percent of urban households had access to a flush toilet either inside or outside
their dwelling, while a similar proportion had access to piped water.  The lack of
access to clean water and improved sanitation is compounded by poor waste
management practices in the country.35

Sierra Leone’s major infrastructural challenges with respect to water, sanitation
and waste management were put in the spotlight during the Ebola crisis when
access to clean running water and hygienic disposal of waste were critical factors
for disease management and infection control.  With the Water Sector Reform
project under the Millennium Challenge Corporation (MCC), the Government
hopes to improve water service delivery in the country and reduce current
inefficiencies in the sector.36

While seemingly good relative to other services, access to electricity is a further
challenge.  According to the 2015 Census, less than 50 percent of urban
households have access to electricity,37 though energy sector reforms have taken
place in recent years with the support of the World Bank through their Sierra
Leone Infrastructure Development Fund.38

Following the end of government-subsidised housing in 2002, housing delivery has
relied largely on the private sector, NGOs and donors.39 The government-backed
National Social Security and Insurance Trust (NASSIT), despite its promises to
deliver affordable housing across the country, has largely been ineffective.  NASSIT
is reported to have built houses that are unaffordable for its initial target market,
resulting in some of their houses now standing vacant.40

Unsurprisingly private sector developers have focused on higher-income market
segments, while local NGOs attempt to fill the gap in housing delivery.  For
example, Home Leone, a local NGO with a mission to eradicate slum living, plans
to build 1 000 homes by 2019.  In addition to housing, Home Leone combines
education, skills development and training in order to create long-term change.41

Despite poor housing delivery to date, Sierra Leone Housing Corporation
(SALHOC) and the newly re-established Ministry of Planning and Economic
Development (MoPED) are reportedly in discussions about affordable housing
solutions and strategies for the fourth National Agenda for Prosperity,42 suggesting
that the government remains committed to its 2035 vision to provide “access to
affordable housing for all”.43

Property markets
According to the SALHOC, new housing development is constrained by limited
access to finance and state land, as well as the country’s rent assessment codes.44

Additional challenges include the time and cost required to obtain a building
permit and register a property, as well as poor land administration.  It currently
takes 17 procedures and 182 days to access a building permit and a further 56
days to register a property.45

In terms of land administration, Sierra Leone title deeds and city maps are still
recorded in paper format and currently no registry of privately held land currently
exists.46 This has led to a situation of widespread land disputes and corruption.
However, the National Land Policy 2015 aims to address these issues with the
development of a new land administration and management system, among other
reforms.47 It is still too early to tell if this new policy has been effective or not.  

Previous efforts by SALHOC to provide affordable housing have failed due to
tenant non-payment.  In 2015, SALHOC reported that they were owed over Le1
billion (US$119 million) by tenants in their two housing estates, including the Kissy
low cost housing estate.48

Policy and regulation
After six years in development, the National Land Policy was adopted in 2015.  The
extensive policy document sets out several land reforms and policy clarifications
including, but not limited to, a revision of the constitution to allow women equal
rights to own land and the clarification of land tenure forms.  

Source https://www.cgidd.com/
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Sierra Leone has a dual land tenure system – common law governs land in the
Western Region while customary law governs the land in all the other regions
(North, East, South – also known as the ‘Provinces’).  Land in the Western region
may be individually-owned by individuals or a group of individuals or by a private
company under freehold tenure.  Communal land is entrusted to the respective
community and Chiefdom Land Committee.  Any land transaction under customary
tenure must be recognised by the Chiefdom.  There is also a subset of customary
tenure called family tenure where land is owned by a family and administered by
the family head.49

Foreigners are allowed title to land in Sierra Leone but only under a 50-year
leasehold.  The policy also limits the amount of land that foreigners can own to
5 000 hectares.  

However, the National Land Policy fails to consider rental housing in much detail,
though some mention is made about rental tribunals and the potential need for
more to be operationalised across the country.  As at 2015, there was only one
rental tribunal in the country.  Given this oversight, the rental market is still governed
under the outdated Rent Restrictions Act, Cap 52 established in the 1950s.  It is
not clear to what extent the policies of the Rent Restrictions Act are still enforced
but, nonetheless it is fair to say that the country is in urgent need of a revised rental
housing policy.  

Opportunities
Providing decent housing and safe living conditions remains a major challenge for
the government but with an already high and growing fiscal deficit, the country
lacks the resources required to implement any major infrastructure investments.
However, with the support of its development partners, the country is making
progress.  

The 2015 National Land Policy provides much-needed clarity with regard to land
tenure forms and improvements with the land management and administration
systems.  This together with an ambitious plan to roll out a digital national identity

and credit bureau system leveraging block chain technology, should go some way
to improving the functioning of the country’s housing and housing finance market.  

However, the development of the country’s housing market is highly reliant on
effective urban planning.  The World Bank estimates that the urban population in
Freetown will double in the next 20 years.  With already weak infrastructure
providing limited access to basic services, inefficient land use resulting in sprawling
informal settlements, and poor land administration resulting in increased
construction of illegal dwellings in environmentally unsafe areas, it is clear that the
city is in urgent need of a coherent urban development plan.  The World Bank
cautions that without such a plan, any future investments in infrastructure, land
reform and housing in the country will be severely constrained by the additional
cost and effort required to implement plans once settlement has already occurred.   

Investment in housing without efficient land administration and secure tenure is
not recommended.  However, where households have title and have already
invested in their dwelling, there is great opportunity to provide home improvement
support programmes.  With the prevalence of owner-constructed housing,
technical assistance and training programmes could help improve the quality and
durability of existing dwellings.  Furthermore, much-needed skills would also be
transferred to  communities.  

Despite its challenges, the country holds significant potential for growth, particularly
the capital city which could be developed into a hub for West African exports
and centre of urban renewal in the country.  
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