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1 Background 

This country report forms part of The Centre for Affordable Housing Finance’s Investor Programme 
which aims to reduce 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 Madagascar’s housing and housing finance sector. The overall goal of this project is to 
quantify investment activity for housing and housing finance across Africa, and to set up a mechanism 
to track this on an ongoing basis. This project has collected data and highlights gaps and opportunities 
in the investment landscape. To stimulate 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 localised construction material industry and innovations in housing 
finance such the emergence of Real Estate Investment Trusts (REITs) and mortgage liquidity facilities 
(MLFs) across Africa.  
 
However, the chronic lack of rigorous data on financial infrastructure investment presents a key 
barrier to this growth. This is particularly true for the housing sector as stimulating targeted 
investments relies on highly differentiated data that illustrates market segmentation. In supplying 
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 and 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 

Madagascar is recovering from its most recent political crisis (from 2009 to 2013) and the economy 
has been strengthening since the return to constitutional order in 2014. As the World Bank notes, 
increased public investment, resumption of foreign aid, and access to external markets have boosted 
GDP, especially in the public works, construction, and manufacturing industries. The country’s 
economic growth rate has exceeded 4 percent since 2016.  
 
Most of the Malagasy population has not benefited from the economic recovery. Almost 80 percent 
of the population lives on less than $1.90 a day; one child in two under five years suffers from stunting; 
and Madagascar has the fifth highest number of unschooled children in the world. Moreover, the rate 
of access to electricity is 13 percent, one of the lowest in the world. 
 
An extreme vulnerability to natural disasters makes the country’s predominantly agriculture-based 
economy volatile: the current population is approximately 24.9 million people and 71 percent of 
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households are involved in farming.1 A series of weather events in 2017, for example, resulted in a 20 
percent fall in rice production, setting back may households for months. Madagascar must strengthen 
the resilience of the productive sectors, especially agriculture, to achieve sustainable economic 
growth that benefits its poorest citizens.2 
 
Inflation rose sharply in 2017, reaching 9 percent in December, the highest price increase in seven 
years. This trend is due to the commodity price hike linked to the decline in rice production.3 One 
recent economic trend that has helped the country immensely is the soaring price of vanilla bean, 
which it sells on international markets.4 Vanilla export earnings helped curb the external current 
account deficit, maintain the value of the local currency, and build up adequate foreign currency 
reserves.5 
 
Madagascar’s medium-term outlook is mostly positive, with a GDP growth rate projected to exceed 
5%. However, the uncertainties surrounding the late 2018 presidential elections could provoke a wait-
and-see attitude in the private sector in 2018. 
 
Investment in affordable housing finance is minimal; most housing development projects are targeted 
at the country’s wealthy. El-hadj M. Bah et al. estimate the housing backlog at 2 million units as of 
2015. The country has one of the fastest urbanisation rates at 4.60 and approximately 35 percent of 
the population lives in urban settings. The urban poverty rate is 52 percent.  

3 Profiles of investors 

The investment landscape in Madagascar consists mainly of DFI investment. Little local or foreign 
institutional investment is evident. Below is a description of the two categories of investors, including 
their institutional type, sources of capital, and other parameters that define their investment model. 
 

3.1 Local institutional investors 
 
Madagascar’s overall financial sector is underdeveloped. The country has neither capital markets nor 
an established stock market, only a commodities exchange. The only two pension funds – the civilian 
and military retirement fund (CRCM) for career civil servants and the retirement and pension fund 
(CPR) for contractual employees – are both considered underfunded.  
 

3.2 Government Investment  
 
The Malagasy government has invested a nominal amount in affordable housing or housing finance. 
Actions taken have included the establishment of L’Agence Nationale d’Appui au Logement et à 
l’Habitat (ANALOGH or the National Housing Agency) in 2011. ANALOGH reports that it has completed 
six projects to date with a total of 1 354 units and has a further five in various stages of execution, 
however its website only contains information on projects with units totalling 415. The six completed 

 
1 Finscope Consumer Survey Highlights (2017). Page 8.  
2 World Bank (2018). Economic Outlook for Madagascar: Sustained Growth Needs to be More Inclusive to Benefit the 
Poorest. Accessed at: https://www.worldbank.org/en/country/madagascar/publication/madagascar-economic-update-
fostering-financial-inclusion 
3 World Bank (2018). The World Bank in Madagascar, Overview. Accessed at: 
https://www.worldbank.org/en/country/madagascar/overview 
4 Terazono, M (2018). Crop uncertainty drives vanilla price back to record level. Financial Times. Accessed at: 
https://www.ft.com/content/1c810c2a-286f-11e8-b27e-cc62a39d57a0 
5 World Bank (2018). Economic Outlook for Madagascar 
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projects are a mixture of social housing and market-rate units. Delivery slowed during the recent 
political crisis, but projects were completed again in 2016.6 
 
In April 2014, ANALOGH signed two partnership agreements with the Bank of Africa (BOA), a pan-
African banking conglomerate. The agreements promoted ownership of homes developed by 
ANALOGH via BOA mortgages. They also included provisions to make ANALOGH employees eligible 
for special terms of BOA’s home loan products.  
 
Table 1: Housing units produced by the National Housing Agency to date 

Project Name Number of units or plots Year Completed 

Anosiala Ambohidratrimo, 
Social Housing 

161 First phase in 2011 
Second phase in 2015 
Eco-house prototype in 2016 

Anosiala Ambohidratrimo, 
Apartments 

36 2013 

Alarora Antananarivo, Social 
Housing 

26 2016 

Andranomanelatra Antsirabe, 
Apartments 

14 2013 

Andrainjato Fianarantsoa, 
Social Housing 

100 2012 

Antsahamarova 
Ambatondrazaka, Social 
Housing 

10 2016 

Antsahamarova 
Ambatondrazaka, Apartments 

40 2016 

Tsarakofafa Toamasina, 
Affordable Housing 

28 2013 

TOTAL 415 units  

 Source: http://www.analogh.mg/index.php/nos-realisations 
 
The Societe D’Equipement Immobilier (SEIMAD), another government institution, also develops 
housing on a small scale. Its website lists six projects, one of which is financed by Shelter Afrique and 
further discussed below. The number of units is not indicated.  
 

3.3 Foreign institutional investors 
 
As a high-risk country with an underdeveloped housing sector, Madagascar has attracted little foreign 
capital. The lack of capital markets also hinders investment.  
 
Foreign Direct Investment totalled US$541 million in 2016. This is low when compared to 
Mozambique’s US$3.1 billion for the same year.7  
 

DFI Investment 
 

 
6 http://www.analogh.mg/index.php/nos-realisations 
7 World Bank data. 
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Most DFI investment has been aimed at supporting the financial sector and lending to SMEs, but not 
specifically aimed at the housing sector. Three of the investments included in the graph below are 
specifically housing-related. They total approximately US$90 million. The other investments are in the 
country’s financial sector, mainly to support SME lending.  
 
The largest form of institutional support has come from France’s DFI, AFD, which has lent a combined 

US$85 million for two slum upgrading programs that started in the capital city of Antananarivo in 

2011. The program is estimated to have helped over one million people. 

 

Figure 1 DFI Investment in the Financial and Housing Sectors  

 
Source: CAHF Research 

 
Shelter Afrique’s exposure to Madagascar consists of a US$4.3 million loan to develop a mixed-use 
project in the Diego Suarez area. The ongoing project, called EJJ, was approved in 2010 and includes 
the construction of 29 residential units and a shopping centre. Again, the impact is limited.  
 
UN Habitat’s involvement has been in the form of participatory slum upgrading programs. It also wrote 
a national urban profile and local urban profiles of three cities (Antananarivo, Moramanga and 
Manakara) in 2011.  

4 Investment Activity in Housing  

This section analyses investment levels and different investment tools targeting the housing and 
housing finance sector in Madagascar.  
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The figure below illustrates, the leading investment products for the prominent investors in the 
Malagasy housing and financial sectors has been debt, which is typical of large multinational 
institutional investors operating in developing countries.  
 

 

Figure 2: Leading investment products 

 
Source: CAHF Research 

 
One equity investment of note was the amount put in by Investisseurs & Partenaires (I&P), an impact 
investment fund based in France, of US$10 million. This was for a 20 percent share of ACEP 
Madagascar, an MFI that was created in 2009 and aims to bring financial services (credit, saving, 
insurance) to those traditionally excluded from the financial system.  
 

4.2 Investment portfolio  
 
The table below summarises investment portfolio, investment activity/tool, and date of investment 
committed by institutional investors in Madagascar’s housing and housing finance sectors. 
 
Table 22: Housing investment activity summary 

Name of Investor Allocation to Housing 
Investment Activity or 

Strategy 
Year of Investment 

World Bank $45 000 000 4-year loan to support 
SME lending  

2018 

Proparco $5 000 000 Loan to BNI, a large 
bank 

NA 

UN Habitat $150 000 Technical Assistance to 
the government for 
urban development 
policy-making 

2013 

CDC $20 000 000 Equity to Access Bank 
to support SME lending 

2006 

87%

12%

1%

Investment Instruments Used in Madagascar

Debt

Equity

Technical Assistance
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Name of Investor Allocation to Housing 
Investment Activity or 

Strategy 
Year of Investment 

AfDB $5 800 000 Loan to the 
government to support 
the financial sector, 
especially SME lending 

2016 

AFD $17 300 000 and 
$68 000 000 

Two loans to support 
slum upgrading 
programs in 
Antananarivo 

2011 and 2016, ongoing 

Shelter Afrique $4 300 000 Loan to develop a 
mixed-used 
(commercial and 
residential) project 
called EJJ 

2010 

Investisseurs & 
Partenaires (I&P) 
 

$10 000 000 Equity to ACEP 
Madagascar, an MFI, to 
support SME lending 

2012 

IFC $1 500 000 Loan to MicroCred 
Madagascar, an MFI, to 
support SME lending 

2014, two-year term 

Source: CAHF Research 

 

5 The Breadth and Depth of Housing and Housing Finance Products 

5.1 Access to Mortgage Finance 
 
Overall, access to financial services in Madagascar is low in addition to the inadequate supply of 
financial products. 
 
According to the Global Findex report, 4.3 percent of rural and 9.7 percent of urban Madagascans over 
15 years of age have an account with a formal financial institution. Access to financial services 
continues to be limited as a percentage of GDP. The amount of total outstanding loans averages 8 
percent and only 7.8 percent of the population hold bank loans. As of 2015, only 31.2 people per 
thousand borrowed from commercial banks, and although this number has grown steadily since 2006, 
at which point it was 13.3 per thousand, the proportion is still marginal.  
 
Outstanding loans from commercial banks in 2013 amounted to 10.72 percent of GDP, and deposits 
amounted to 18.47 percent of GDP. The country’s GDP was reported at approximately US$10 billion 
in 2015.8 Madagascar had only 2.3 ATMs per 100 000 adults, and 2.1 bank branches per 100 000 adults 
in 2015. 
 
Few Madagascans have an outstanding loan to buy a home: 1.2 percent of the top 60 percent of 
income earners and 0.4 percent of the bottom 40 percent of income earners. Loans for home 
construction are slightly more common but still scarce: three percent of the top 60 percent of income 
earners had one, and 1.4 percent of the bottom 40 percent of income earners.  
 

 
8 World Bank (2015). Development Indicators. 
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5.2  Financial Sector Policy  
 
Madagascar's financial sector is managed tightly by the Banque Centrale de Madagascar (BFM), and 
the country has a comprehensive national finance strategy for 2013-2017. The BFM lending rate is 9.5 
percent.  
 
The BFM is pursuing a prudent monetary policy by adjusting currency in circulation to the real needs 

of the economy to keep inflation below 10 percent. Emphasis will be placed on monetary targeting 

through the use of indirect monetary policy instruments such as liquidity injection and absorption 

auctions to manage liquidity as conditions warrant. The BFM aims to strengthen the analytical 

framework for monetary policy, in particular by improving the forecasting model and enhancing 

communications to better inform the market on the effects of monetary policy.9 

 

5.3 Banking Sector: Key Players and Market Size 
 
According to the BFM, there are 11 banks, seven non-bank financial institutions (pension funds and 
insurance companies) and 30 microfinance institutions (MFIs). The financial sector is dominated by 
commercial banks, which hold about 84 percent of the total system’s assets, while non-bank financial 
institutions and micro-lenders account for the remaining 16 percent of assets. Only five percent of the 
population use banks.  
 
Interest rates are high, averaging 14.9 percent for a three-year loan, reflecting a lack of competition 
between banks and the likely incorporation of a risk premium in the rates charged. As a result of the 
high interest rates, only a select clientele can afford to obtain credit from the banks. The banks’ 
funding structure is generally short term, with short-term credits representing an average of 55 
percent of the total stock of credits, compared to 45 percent for medium-term and long-term credits.  
 
The banking sector’s performance reflects its aversion to risk. However, it must face the challenges 
inherent in development imperatives: competition within the sector; diversification of financial 
products and expanded access to bank financing for economic agents, particularly SMEs; and 
customer protection and sector resilience.  
 

Enforcement of prudential standards is weak, as insufficient funds have been available for supervision 
since the BFM ran into financial difficulties in 2004. Overall, there is a poor business climate. It has, 
moreover, regressed in many other fields. Major obstacles to attracting investment are political 
instability, difficult access to credit, corruption, lawlessness, lack of infrastructure, costly and 
unreliable energy supply, and the absence of an independent legal system. 
 

5.4 Microfinance 
 
The microfinance sector is small at five percent of bank transactions, but has been growing rapidly. 
The sector grew from about MGA22.7 billion (US$7.471 million) in 2002 to about MGA244.4 billion 
(US$80.4 million)10 in 2011. The sector has approximately 31 players, including state, foreign investors 
and donor supported initiatives, regulated by the BFM.  
 

 
9 CAHF (2017). CAHF Yearbook. 
10 At an exchange rate of $1 = 3038,42. 
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There are 12 MFIs registered with MixMarket (an online source of microfinance performance data and 
analysis) composed of 760 000 borrowers and a gross loan portfolio (GLP) of US$137 million. Of these 
CECAM has the most active borrowers with 66 870 in 2015 and a GLP of US$18.9 million. Conversely 
MicroCred Madagascar (MCM) has only 31 790 thousand active borrowers and a GLP of US$47.68 
million. In 2012, Orange Madagascar collaborated with MFS Africa to launch an online money transfer 
service so that its customers could receive international remittances directly to their Orange Money 
accounts. The intention was to lower the costs of sending money, both for the receivers and the 
senders. 
 
MCM was the first MFI to launch an agent network in Madagascar, in the first quarter of 2015. As of 
January 2016, MCM had 392 agents, seen as sufficient for supporting its client base for the next year. 
Customers are not charged for cash in but do pay fees for cash out. Agents may collect know-your-
customer (KYC) data but cannot open accounts. As of December 2015, 40 percent of MCM’s 
transactions are through the agent channel, which is seen as a success from the perspective of 
customers, although it is increases costs for the bank through increased commission fees. 
 

6 Housing Output 

 
Madagascar’s housing deficit is estimated at two million units as of 2015. Neither the public sector 
nor the private sector is meeting demand and the limited supply of new housing constructed is 
targeted at the country’s wealthy elite or civil servants. According to CAHF, the cheapest newly built 
home in Madagascar in 2017 cost $142 500, more than anywhere else in Africa, and could only be 
afforded by about 1 percent of the population.11  

7 Challenges and Opportunities  

Following a long social, political, and governance crisis that ended in 2014 with the new democratic 
elections, Madagascar adopted a new economic and social development strategy based on inclusive 
growth and sustainable development. This new approach is evidenced by the implementation of a 
National Development Plan (PND) beginning in 2015, which will be completed in 2019. 
 
The PND’s five strategic pillars are: 1) governance, the rule of law, security, decentralization, 
democracy, national solidarity; 2) preservation of macroeconomic stability and support for 
development; 3) inclusive growth encompassing all regions and sectors; (iv) adequate human capital 
to pursue the development process; and (v) the development of natural capital and strengthened 
resilience to disaster risks. 
 
The government thus recognizes the need for housing but has not allocated significant resources to 
relevant institutions. The result has been nominal public-sector provision of affordable housing or 
housing finance.  
 
Although great strides have been made in developing a banking sector, it caters to a select customer 
base, limiting itself to safe, profitable products, and refrains from such risky transactions as medium- 
and long-term financing.  
 

 
11 CAHF Yearbook, 2017.  
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There are many risks involved in investing in the country, including recent macroeconomic and 
political instability, making it a less attractive market to foreign capital. Given the enormous housing 
backlog, however, opportunity does exist, and more should be done to encourage private sector 
participants to enter the market. 
 
 
.  


