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1 Zambia 

This country report forms part of The Centre for Affordable Housing Finance’s (CAHF) Investor Programme 
which aims at addressing key information asymmetries on who, why and how investments are made in the 
African housing sector. With the intention of identifying and championing increased investment in affordable 
housing, the report includes insights and analysis into the depth and breadth of investment in Zambia’s housing 
and housing finance sector. The overall goal of this project is to quantify the breadth of investment activity with 
respect to housing and housing finance across Africa, and to establish a mechanism to track this on an ongoing 
basis. This project has collected data and highlights gaps and opportunities in the investment landscape. With 
the aim of stimulating greater investment in affordable housing and connecting investors with potential 
investments, the report profiles investors and investment instruments with the greatest impact on the housing 
finance market within the Southern Africa Development Community (SADC).  
 
Growing financial sector experience and increasingly sophisticated financial instruments are driving Investor 
interest in African real estate. This includes new market opportunities related to a rising urban middle class, an 
increasingly localized construction material industry and innovations in housing finance such the emergence of 
Real Estate Investment Trusts and mortgage liquidity facilities across Africa.  
 
However, a key barrier to this growth remains the chronic lack of rigorous data on the housing sector financing 
infrastructure. This is particularly true for the housing sector as stimulating targeted investments, requires 
highly differentiated data that illustrates market segmentation. In providing market intelligence that makes 
the case for investment in underserved markets (segmenting and quantifying the demand side; and scoping, 
understanding and tracking the supply side), we can support a better policy environment & increased private 
sector activity in affordable housing markets. In this way, we catalyse scale interventions.  
 
Without this data, targeted interventions become challenging and result in unresponsive housing finance 
packages, the high occurrence of non-performing loans (NPLs) and poor uptake of new residential 
developments.  

2 Executive Summary 

Zambia has struggled with the provision of affordable housing, as rapid population growth and urban migration 
has compounded the national housing deficit, which is forecast to grow to 3 million units by 20301. The 
development of the affordable housing market has been hampered by obstacles on both the demand and 
supply sides, including high financing costs, high transaction costs, bureaucratic land regulation and difficulty 
in obtaining title. The country has attracted a lot of foreign investment, predominantly from China, but very 
little has been directly allocated towards housing.  
 
In general, foreign investors have preferred to invest indirectly through the financial sector, by financing banks 
through equity and debt. There are reasons for encouragement: new government schemes and huge pledges 
from foreign investors promising several thousand houses, falling interbank lending rates, as well as 
improvements in access to credit. 

3 Profiles of investors 

The investment landscape in Zambia includes both domestic and foreign institutional investors, which are 
explored below. Housing investment is largely dependent on the regulatory and environmental factor affecting 
all investment classes and typologies. This includes the status of secondary markets; the macroeconomic policy 
framework and whether this supports or limits long-term capital; the existing interbank lending rate; and other 
conditions for investment such as perceptions of risk and return in the sector. 
 

                                                             
1 CAHF Yearbook 2017 
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3.1 Local institutional investors 
 

Capital markets 
 
The capital market sources in Zambia include the Lusaka Stock Exchange (LSE), the Bonds and Derivatives 
Exchange (BADex), and the Securities and Exchange Commission (SEC). While the stock exchange provides a 
service to the large commercial banks, there are no institutions directly involved in housing finance on the 
board, while BADex predominantly serves to sovereign bond markets. As a consequence, housing developers 
are dependent on bank financing or direct injections of capital from local or foreign investors. 
 
REIZ (Real Estate Investment Zambia) is the only listed property development company in Zambia, with a 
market capitalisation of ZMK313m ($31m). Historically it has primarily been invested in commercial property, 
but its strategy is now evolving to include residential property.2 Its major shareholders are Saturnia Regna 
Pension Trust Fund (25.7% stake), the commercial property investor Union Gold Ltd (16.4%), and the National 
Pension Scheme Authority (10.1%). 
 
The FSDA  (Financial Sector Deepening Africa) has announced an acquisition of a 25% interest in Sofala Capital 
Pty Limited (Sofala), a housing finance catalyst. The quantum of the investment is to the tune of £1.6 million.  
Of this commitment, £850,000 equity investment, will be reinvested in Sofala’s two operating businesses, 
Zambian Home Loans Limited (ZHL) and iBuild Home Loans Pty Limited (iBuild Home Loans), to enabling them 
to achieve scale3.  
 
In addition, FSD Africa will make available a US$500,000 credit line to ZHL to allow it to offer a new product for 
dollar-earners in Zambia, as well as diaspora Zambians looking to invest in their home country.  
 
Government Investments 
 
The largest provider of local financing is the government. It holds a 25% stake in Zambia National Commercial 
Bank (Zanaco), worth $347m, as well as having recapitalised the Zambia National Building Society, the 
country’s dominant building society mortgage lender, in 2014 to the tune of ZMK174m ($18m) for the purpose 
of doubling their mortgage portfolio4. It has also partnered with local investor Sun Share Investments to invest 
$120m into the Twin-Palms Project5 for the construction of 3,000 luxury villas which unfortunately, as with 
other many projects, do not address the affordable housing challenge. 
The Development Bank of Zambia, with funding from Chinese bank ICBC, is investing $157m in the construction 
of 2,000 homes for military personnel6, while the government is reportedly soon embarking on building 5,000 
houses for civil servants around Zambia.  
 
The National Housing Authority (NHA), established in 1971, has been criticised for not having provided enough 
cheap housing7 and in December 2017 the government brought in a new board to address the housing deficit. 
 
Pension Funds 
 
The pension fund sector in Zambia plays a significant role in providing financing to the housing sector, both 
directly through housing projects and property investments, but also indirectly through supporting the banking 
sector. 
 
 The 2015 Pensions and Insurance Authority annual report shows 22% of pension assets are directly invested in 
property, equivalent to ZMK1.32bn ($132m), nearly double the 2012 level. This includes the Kalulushi Housing 

                                                             
2 http://reiz.co.zm 
3 http://www.fsdafrica.org/wp-content/uploads/2018/06/18-06-22-Sofala-press-release-final.pdf 
4 http://www.times.co.zm/?p=6294 
5 https://www.izvoznookno.si/Dokumenti/Project%20Booklet%20ZDA%202018.pdf 
6 https://af.reuters.com/article/africaTech/idAFKBN17129D-OZATP 
7 https://www.daily-mail.co.zm/national-housing-authority-can-do-better/ 

http://reiz.co.zm/
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Project initiated in 2010, a ZMK274m ($27m) investment by NAPSA (National Pension Scheme Authority), 
consisting of 438 housing units. However, occupancy has been low and the project criticised8 for its high prices: 
only 19 of the units are classed as ‘low cost’, with 360 ‘medium cost’ and 59 ‘high cost’. Further, it is likely that 
a high proportion of the property investments are in commercial property, where there is a more established 
market.  
 
In addition to direct property investments, there are pension fund equity investments in the local banks, as well 
as REIZ, the most notable a 9.1% stake in Zanaco by NAPSA (National Pension Scheme Authority) worth 
$126m. Pension funds also hold K1.25bn ($125m) of non-government securities and deposits, some of which 
provides financing to mortgage lenders. 
 
 
Figure 1 Pension Fund Asset Allocation, 2015 

 
Source: Pensions and Insurance Authority 
 

3.2 Foreign institutional investors 
 
DFI Investment 
 
Most DFI investment has been aimed at supporting the financial sector and lending to SMEs, but not specifically 
aimed at the housing sector.  
 

                                                             
8 https://www.lusakatimes.com/2015/05/08/napsa-s-kalulushi-housing-complex-still-remains-unoccupied-after-12-
months/ 
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Zambia has attracted over $15bn of long-term funding from foreign institutional investors, in particular from 
Chinese entities ($12.3bn), both state-backed ($2bn) and private ($10.3bn), since 20129. The next largest 
investments come from the United States (IFC - $996m, US Aid - $446m), Netherlands (Rabobank - $632m), 
the European Investment Bank ($447m) and the UK (CDC - $350m). However only a fraction of this investment 
is being directed towards housing; for example, just $593m (5%) of total Chinese investments10. Furthermore, 
of the total $2.2bn of housing-related financing, only $800m is directly employed in housing construction. The 
remainder relates to borrowings by local banks to fund their lending activities, but as this is not limited to the 
housing sector, this figure likely overestimates the actual investment in housing. 
 
Both the government and NHA have received funding from Shelter Afrique11 to initiate low-cost housing 
programmes, but these investments are still very small ($2.5m and $6m respectively). Shelter Afrique has also 
helped fund local housing projects, such as KB Davies and Company with their housing projects in Chambishi 
and Woodgate, and Finance Building Society with the Finsbury Park Project, but investments are still relatively 
tiny compared to foreign investor assets. 
 
Figure 2:   DFI Investment in Zambia 

 

 

 
 
 
Source: CAHF research 
 
 
 
  
 
 
 
 

                                                             
9 AEI China Global Investment Tracker – data compiled by The American Enterprise Institute and The Heritage Foundation. 
10 The largest investments have been in transport (China Railway Construction - $2.4bn; Jiangxi International Economic and 
Technical Cooperation - $1.6bn), metals (China Nonferrous - $830m), and energy (Power Construction Corp – $820m). 
11 http://www.shelterafrique.org/index.php/successes/project-list/ 

Box 1:  Rabobank African growth strategy: Arise 
 
The most significant investment in the Zambian banking market is from Dutch bank Rabobank, which 
took a 45.59% stake in Zanaco in 2007, worth $632m. This shareholding has recently been transferred to 
an African investment company, Arise B.V., backed by Norfund, Rabobank and the Dutch Development 
Bank (FMO). 
 
 As part of its Africa strategy, Rabobank also holds minority stakes in banks across Eastern and Southern 
Africa: National Microfinance Bank in Tanzania, Banque Populaire du Rwanda, Banco Terra Mozambique, 
and DFCU Bank in Uganda. 
 
Source: Annual Reports 
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4 Investment Activity in Housing 

This section analyses investment levels and different investment tools targeting the housing and housing 
finance sector in Namibia.  
 
 

4.1 Top performing investment tools  
 
As the figure below illustrates, the leading investment product for the prominent investors in the Zambian 
housing market has been equity, though this is largely reflective of the large stakes in Zanaco by Rabobank 
(through Arise B.V.), the Zambian Government, and NAPSA. The majority of foreign investors have preferred 
wholesale debt as their investment tool of choice, but these deals have typically been of a much smaller size. 
 
 
 
Figure 3: Investment Tools Used in Zambia 

 
 
 
 
 

4.2 Investment portfolio  
 
The table below summaries investment portfolio, investment activity/tool, date of investment committed by 
institutional investors in Zambia’s housing and housing finance sectors. 
 
 
 
 
 

0%

59%

41%

Tools used for investments in Zambia's housing market

Letter of Credit

Equity

Market-rate Debt
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Table 1: Institutional Investment in Zambia’s Housing and Housing Finance Sectors 

 

Source: Institutional Investors’ Annual Reports 
 
 

5 The Breadth and Depth of Housing and Housing Finance Products 

5.1 Access to Mortgage Finance 
 
While access to finance in Zambia is certainly not universal, there are signs of improvement. The percentage of 
the Zambian population aged 15 or above with an outstanding home loan in 2017 was 7.8% (SADC average12: 
5.7%), up significantly compared to 2014, where the figure was 4.6%13. This figure is 9.9% when looking at just 
the labour force. The percentage for young adults (age 15-24) was 8.1% in 2017, a huge increase on the 1.3% in 
2014. This suggests that while housing finance is still restricted to a small fraction of the population, the recent 
trends are very encouraging. 
 
For businesses, the IMF notes that access to finance has worsened in recent years for SMEs14. They believe this 
is due to high levels of informality and collateral requirements, in addition to poor bank lending tools. On top 
of this the IMF accounts this to the high real interest rates and crowding out of private credit markets by 
government debt. 
 

5.2 Banking Sector Overview 
 
The total loans of the commercial banking sector at March 2018 was ZMK24bn ($2.4bn)15. The banking sector 
remains dominated by foreign bank subsidiaries, which had issued 68% of all loans outstanding16 in 2016; 20% 
were issued by banks with a government stake, and the remaining 12% by local private banks. Further, the 
foreign bank subsidiaries are even more dominant when it comes to profitability, reporting a 97% share of the 
banking sector’s profit before tax in 2016. 
 

                                                             
12 Unweighted average. Data only available for 12 of the member states. 
13 Global Findex Database 2017 
14 Zambia: Financial Sector Assessment Program-Financial System Stability Assessment, November 2017 
15 Bank of Zambia, http://www.boz.zm/StatisticsFortnightly2018Vol25No9.pdf 
16 Bank of Zambia Annual Report 2016 
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Since January 2017, the Bank of Zambia has gradually lowered its policy rate from 15.5% to 9.75% in April 2018. 
The average lending rate across all loans in this time has fallen from 29.2% to 24.1%. 
 
The evidence suggests that still not much credit is being directed towards the Real Estate sector. Of totals 
loans, only ZMK816m were directed to Real Estate in March 2018. This is just 3.4% of loans; though this is up 
from 2.3% in 2014. 
 

5.3 Key Players 
 
The three largest banks by assets are Stanbic, the Zambian subsidiary of South African bank Standard Bank; 
Barclays Zambia; and Standard Chartered Zambia. However, these banks have dedicated only a small amount 
of their loan books towards housing loans. In 2015, Barclays Zambia had an existing mortgage portfolio of 
ZMK222m ($22m), which was only 5.3% of its total gross loans17. For Standard Chartered, the focus on 
mortgages is even smaller, with its portfolio of ZMK103m ($10m) just 3.7% of its total Zambian lending book, 
and only 7% of its retail loans18. By far the largest domestic bank, Zanaco has a mortgage book of ZMK271m 
($26.6m)19 but again this is only 7% of its total loan book, demonstrating that mortgage lending is still a small 
fraction of banks’ loan portfolios. 
 
The Zambian National Building Society (ZNBS) is the largest provider of housing finance among the building 
societies, with a mortgage book of ZMK174m ($17.4m)20, commanding about two-thirds of the building society 
mortgage market.21 It has recently received ZMK208m ($20.8m) from the African Development Bank and 
Delta22, which will help to fund further mortgage growth. At present, it is mostly funded by customer deposits, 
though it does have some variable rate wholesale funding: ZMK22m ($2.2m) from Development Bank of 
Zambia at 9.5%; ZMK36m ($3.6m) from African Life Financial Services at 364-day treasury bill plus 3%; and 
ZMK22m ($2.2m) from NAPSA at 12.75%. 
 

5.4 Typical Housing Products 
 
Stanbic Zambia offers home loans that require at least a 10% deposit for equity release, outright purchases and 
refinancing, and at least a 20% deposit for building loans. The size of the loan is constrained by the maximum 
repayment, capped at 35% of monthly income, and can be up to 20 years, with an additional 1% loan origination 
fee.  
 
ZNBS offers mortgages of up to 15 years with a maximum loan-to-value of 75%. Interest rates at ZNBS have 
recently been between 20 percent and 31.5 percent23, while other building societies are charging higher rates, 
between 36 percent and 51 percent.24 HOFINET data from 2015 shows the most frequent interest rate for a 10-
year fixed rate mortgage was 19%, with typical lender fees associated with origination at 7.5% of the loan size. 
 

5.5 Microfinance 
 
Microlending plays an important role in providing financing to low-income individual homebuilders in Zambia 
who are unable to access credit from the traditional commercial banks. There are currently 34 registered 
microfinance institutions25.  
 

                                                             
17 Barclays Zambia Annual Report 2015 
18 Standard Chartered Zambia Annual Report 2016 
19 Zanaco Annual Report 2017 
20 ZNBS Annual Report 2017 
21 CAHF Yearbook 2017 
22 https://www.afdb.org/en/projects-and-operations/project-portfolio/p-zm-hb0-006/ 
23 CAHF Yearbook 2017 (Interview ZNBS Mortgages Department) 
24 CAHF Yearbook 2017 
25 http://www.boz.zm/National-Financial-Sector-Development-Policy-2017.pdf 
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Habitat for Humanity has a microfinance programme which extends five-year loans to individuals to construct 
homes, in the form of building materials and technical support. Lafarge has also developed an offer to increase 
access to housing microfinance solutions to the low-income segment and providing technical assistance to 
families to build or renovate their house. In addition, they train banks and microfinance institutions on how to 
provide loans for house construction. In Zambia they have worked with BankABC and ZNBS, providing loans of 
up to ZMK2,500 ($250)26. 

6 Housing Output 

According to CAHF, Zambia’s existing housing stock is estimated to be about 2.5 million housing units. The 
urban housing backlog is thought to be around 1.5 million units, expected to grow to 3.3 million by 2030. The 
issue has gained prominence as one of the key national development priorities. The National Housing Authority 
board was replaced in late 2017 following the perceived failure of the NHA to make progress in addressing the 
housing shortfall. This is illustrated by the statistic that since 1994 the NHA has delivered less than 100 units 
per annum.27 
 

6.1 Private sector provision 
 
An example of foreign investment into the housing sector is the $430m contract with Chinese industrial 
company Sinomach, signed in 2010, to construct 4,527 housing units for Ministry of Defence personnel in the 
regions of Kabwe, Mufulira and Lusaka. This was the largest scale housing project in Zambia’s history and 
completed in 2014. On a smaller scale, UK-based CDC is invested in the Camland Villas project in Makeni, which 
is the development of 210 affordable housing units. This investment is through the Pan African Housing Fund 
LLC, managed by Phatisa Property Fund Manager.28 
 

6.2 Public sector provision and potential future investments 
 
In 2018, the Minister of Housing and Infrastructure said it would grant the NHA contracts to construct 5,000 
housing units under a $600m project funded by US investor Mercury Asset Partners, though this is yet to be 
finalised29. The minister added that the NHA would be given further contracts to construct 20,000 housing 
units. 
 
Government ministers have spoken of pledges for substantial investments in the future. Among these are a 
prospective $3bn investment in housing by Chinese-based Amer International Group, and a €1bn pledge to 
build 15,000 houses by Canada-based Magcor Zambia Holdings Ltd.30  If these projects were to be realised, they 
would be significant milestones for the Zambian housing sector.  
 

7 Challenges and Opportunities  

Despite some promising trends, there is still significant progress to be made in order to narrow the housing 
backlog, which is expected to grow to 3 million units by 2030 if no interventions are undertaken. Some of the 
main constraints in the development of the housing finance sector cited by HOFINET are the high cost of 
wholesale finance, short maturities, inadequate matched funds and an absence of reinsurance facilities. On top 
of this are some key issues faced by buyers, such as high transaction costs, short repayment terms and many 
people working in the informal sector and/or lacking legal title. 
 

                                                             
26 CAHF Yearbook 2017 
27 CAHF Yearbook 2017 
28 http://www.cdcgroup.com/our-investments/underlying/camland-villas/ 
29 https://www.lusakatimes.com/2018/04/23/government-to-award-nha-contracts-to-build-housing-units/ 
30 https://www.lusakatimes.com/2016/12/16/zambias-national-housing-authority-signs-contract-to-build-15000-new-
houses/ 
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There are recent macroeconomic developments and government schemes that could have a major impact on 
the affordable housing sector. The recent lowering of the Bank of Zambia policy rate to below 10% from a high 
of 15.5% in 2016 has brought down the entire yield curve and lowered the rates offered on treasury bills and 
government-backed securities. There has also been a fall in lending rates offered through government-backed 
lenders such as the Zambia Development Agency and the Zambia National Building Society, with a renewed 
appetite to lend on real estate31. Additional encouragement for the sector can be taken from innovations such 
as Zambian Home Loans, a collaboration between Investrust Bank, African Life Financial Services and Sofala 
Capital that offers an alternative to the conventional mortgage offering, namely a building loan that is 
converted to a mortgage once construction of the house has been completed.  
 
Further cooperation and innovation between the government, domestic banks, foreign institutional investors 
and local construction companies is of paramount importance in order to address the enormous challenges 
facing the affordable housing sector. 
 
 

                                                             
31 HOFINET 


