
NORTH AFRICA REGIONAL PROFILE 

 

Overview 

 

North Africa, defined in this regional profile as the five countries sitting at the northern end of the 

continent: Morocco, Algeria, Tunisia, Libya, and Egypt, plays a significant role in Africa. Producing 

one-third of Africa’s total GDP (almost US$700 billion in 2011) and home to 170 million people, 

North Africa is both prosperous economically and occupies a geopolitically strategic position, at the 

intersection of the Arab World and Africa, with a view directly onto Europe. 

 

The Arab Spring of 2011 brought international attention to this region, with a series of major 

political changes set off by Tunisia’s ousting of Ben Ali in early January 2011. Uprisings quickly spread 

to neighboring countries, with regime changes also in Egypt and Libya. Despite the rapid progress in 

this region, with an average annual five percent GDP growth rate over the past decade, the unrest of 

2011 brought the social and economic problems that traverse the region to the forefront of the 

political arena, specifically high youth unemployment, regional disparities, and a demand for greater 

freedom of speech, accountability and transparency. 

 

The shock to the economies of the political events unfolding in North Africa affected the entire 

continent, and Africa’s average growth in 2011 reduced to 3.4 percent (from 5 percent in 2010). In 

Egypt, growth fell below two percent in 2011 and Tunisia had negative growth of around one 

percent. In Libya, civil war brought oil production to a standstill and the economy contracted by a 

massive 41.8 percent. 

 

In 2012, governments of the region have focused on preserving stability and making rapid progress 

toward social and economic inclusion. Public interventions that will alleviate the civil unrest that 

have resulted from precarious living conditions and limited economic opportunity have been 

prioritised. In a region where home ownership is culturally very important, these programmes 

necessarily have brought employment and housing to the forefront of the political agenda. 

 

Access to finance 

 

In most North African countries, there is a long history of heavy state involvement in the financial 

sector. This tradition, combined with a dependence on oil wealth, macroeconomic instability and 

weak financial infrastructures, has hindered financial system development in the region. However, 

economic liberalisation in the past decade and growing housing needs are creating new 

opportunities. 

 

The housing finance sector in the region has long been dominated by state-owned housing banks, 

often offering subsidised interest rates, and leaving little room for the development of market-based 

financing. In the last decade, all the governments of North Africa have begun to reform the 

foundations of their respective mortgage systems, moving toward market-based solutions and 

greater private sector inclusion. This transition, however, will require more time, technical support 

and resources before the effects of reforms will be fully realised. 

 



Egypt was one of the first countries to reform its mortgage framework in 2001, although the law 

remained untested until 2008. More recently, other countries have taken concrete steps to establish 

secure mortgage systems and improve access to secondary markets to enable long-term lending and 

greater access to low-income groups. Algeria has designed comprehensive strategies to modernise 

its mortgage laws with limited outcomes, while other countries are taking a more piecemeal 

approach with a lot of success.  Housing finance lending has been growing at 20 percent a year in 

Morocco.  

 

Mortgage markets are still in the process of development and ongoing challenges include the 

exclusion of low-income households and youth from formal housing finance, as well as lack of credit 

information about borrowers driving up the price of housing loans. Down payments for 

homeownership have ranged from between 20 percent to 100 percent.  

 

In general, development of secondary markets has been slow, due to the infancy of primary money 

markets. The legal framework for securitisation has been developed, starting with Morocco in 1999; 

however, the volume of transactions has been limited. Lack of transparency, as well as external 

dynamics such as the subprime and global financial crises, have restricted confidence in 

securitisation. 

 

Housing microfinance is a growing trend in North African countries and has the potential to provide 

a viable alternative to conventional mortgage lending. Egypt and Morocco are the leaders in the 

region, with mature microfinance markets and many successful institutions. Specific products for 

housing microfinance have emerged in Tunisia, Egypt and Morocco. 

 

Affordability 

 

In spite of the high levels of homeownership (up to 78 percent in Tunisia), affordability is a major 

problem across North Africa, particularly for low and middle income households.  While overall 

housing supply quantitatively appears sufficient in all countries, housing prices are too high for most 

middle to low income families. The reality is that there are a large number of vacant, high-end units, 

and an acute housing shortage for lower-income households. 

 

Supply rigidities are mostly attributed to land supply constraints, which exist in all countries, and 

have been exacerbated by urbanisation from arid interior regions to cities, as well as population 

increases, which are pushing urban housing prices higher. In Algeria and Morocco, the cost of a 

market rate dwelling is estimated at eight to nine times the annual earnings of a middle-income 

family and about five times in Egypt and Tunisia. Due to cultural aspects, a large segment of these 

populations simply stay with their parents until they are able to purchase a home. This is having 

direct social consequences, such as overcrowding and delays in marriages.  

 

A major factor affecting affordability is the price and availability of serviced land. The public sector 

owns more than 30 percent of urban land in Algeria and between 20 percent and 30 percent in 

Morocco and Egypt. Rigid land development regulations and complex registration procedures for 

titles have led to a scarcity of legally developable land and have contributed to the region’s 

affordable housing shortfall. 



 

Housing supply 

 

Public sector provision of housing has not been sufficient to meet demands of the oil economies of 

Libya and Algeria. In Libya, the UN economic sanctions of the 1990s, combined with a drop in oil 

prices, constrained public expenditure while high rates of population growth and urbanisation 

created a pent up demand for housing. In Tripoli, the capital city of Libya, the estimated shortage in 

2010 was 300 000 units, affecting almost a quarter of the city’s inhabitants, while government 

expenditure on housing was 43.5 percent of the state’s total development budget. Estimates of the 

affordable housing shortage in Algeria range from 1.2 million to 2 million dwellings based on an 

occupancy rate of five people a unit. They are also addressing this supply shortage with large-scale 

housing construction financed by budgetary resources.  

 

Housing supply from the Net-Oil Importing Countries of North Africa (Morocco, Tunisia and Egypt) 

has progressed much further toward private development. Yet, the profit margins are small and so 

effective government incentives to lure private sector into the affordable housing sector are needed, 

as has been the case in Morocco where tax rebates and subsidised land have been provided. 

 

At present, most housing demand by low-income groups is delivered by the informal sector. 

Uncontrolled developments in peripheral neighborhoods where households build incrementally is 

tolerated as governments recognise that it fills an important social need not effectively addressed by 

public or private interventions. There are signs that informal settlement ratios are increasing, 

particularly as rule-of-law has reduced in the wake of the Arab Spring and the ensuing civil unrest. 

Housing built informally has increased in all countries, relying on persistent urban upgrading 

programs, such as Villes Sans Bidonvilles in Morocco or the Agency for Urban Rehabilitation (ARRU)’s 

interventions in Tunisia, to improve living conditions. 

 

Property markets 

 

Land is a bottleneck in the supply chain and the main cause of high prices in many countries. Where 

the state is a major owner of land, as in Algeria, the narrowness of privately held land relative to 

sustained demand tends to magnify the pressure on prices and encourage speculation. 

 

Price appreciation in the region has been driven by a lack of confidence in money markets or 

alternative investment opportunities. This is particularly severe in countries with limited bond 

markets and high volume of oil wealth.  

 

Most property markets in North Africa were shielded from the global financial crisis in 2008, the 

result of limited international integration. Morocco is the exception, as it opened its markets for 

foreign direct investment during the ardent promotion of Vision 2010, a programme to boost 

tourism. The rapid high-end price rises curbed in 2008 and this segment of the market is still 

stabilising.   

 

Policy and regulation 

 



The housing sector still tends to be over-regulated with a primary role of the public sector. Net-Oil 

Exporters have used their public wealth to crowd out market alternatives, while Net-Oil Importers 

tend to have more developed financial sectors, and increased private activity directed toward 

affordable housing.  

 

Policy is steered toward greater liberalisation and reducing state participation, but transition is 

extremely slow in some circumstances. Government involvement in the housing finance system is 

mainly to remedy market failures, such as assisting the low-income households that are not served 

by the mainstream sector. 

 

Opportunities 

 

As North Africa emerges with stronger governance structures from the turmoil of the Arab Spring, 

there is scope for greater intra-regional integration. Trade among North African states is minimal, at 

between 3-4 percent of total GDP. An increasing openness to both knowledge exchange and 

economic integration has clear benefits, particularly in affordable housing as many North African 

states are facing similar challenges. Measures that facilitate the supply of land for low-income 

developments or promote market-based housing finance and private sector participation should be 

shared and transferred between the countries of this region in order to strengthen each individual 

country’s efforts.  

 

Furthermore, there is an opportunity for greater regional linkages between North African States and 

the rest of the continent. Algeria is already investing in heavy infrastructure to connect the North 

with Sub-Saharan Africa. There is the Trans-Saharan Highway being constructed from Algiers to 

Lagos as well as a Nigeria-Algeria pipeline and fibre-optic cable. Tunisia is the current host to the 

African Development Bank, which gives it a unique pivot-point perspective between Europe and the 

rest of Africa. Also, Egypt is a member of the Nile Basin Initiative that brings cooperation among nine 

African States. These are important connections that are sure to become more relevant in the 

coming years. 

 

In housing, all North African countries have undeveloped rental sectors, which could be expanded to 

service the needs of the emerging class of young working professionals and make up some of the 

low-income housing shortages. Fiscal incentives for PPPs in the construction of affordable housing 

also is likely to remain a policy priority for governments, giving private investors more profitable 

opportunities in this segment of the market in the coming years. 

 

 

 NORTH AFRICA KEY FIGURES 

 

 Morocco Algeria  Tunisia Libya Egypt 

Exchange rate: 

1US$^ 

8.88 

Moroccan 

Dirhams 

(MAD) 

81.73 

Algerian 

Dinars (DA) 

1.60 

Tunisian 

Dinars (TND) 

1.25 Libyan 

Dinars (LYD) 

6.08 

Egyptian 

Pounds 

(EGP) 

Main urban Rabat Algiers Tunis Tripoli Cairo 



centres (capital), 

Casablanca  

(capital), 

Oran, 

Constantine  

(capital), 

Sfax 

(capital), 

Benghazi 

(capital) 

Population 

(2011)* 

32.3 million 36 million 10.6 million 6.4 million 82.5 million 

Population 

growth rate  

percent (2005 

– 2010)* 

1.0 1.5 1.1 1.1 1.7 

Urban 

population ( 

percent of 

total)* 

58.8 (2011) 67.1 (2011) 67.7 (2011) 77.9 (2010) 42.8 (2010) 

GDP per capita 

(PPP valuation, 

$) 

5,291 (2011) 7,097 (2011) 9,594 (2011) 16,855 

(2009) 

6,324 (2011) 

GDP growth 

rate (real, 

2011)* 

4.6 2.8 -1.1 -41.8 1.8 

HDI (Global 

Ranking)+ 

0.567 (114) 0.677 (84) 0.683 (81) 0.760 (64) 0.644 (113) 

Unemployment 

rate* 

9.64 (2007) 13.8 (2007) 14.2 (2005) Not 

Available 

9.4 (2009) 

Population less 

than US$2 a 

day* 

14.0 (1995) 23.6 (1995) 8.1 (2005) Not 

Available 

15.4 (2008) 

Population 

below national 

poverty line* 

9.0 (1995) 22.6 (1995) 3.8 (2005) Not 

Available 

22.0 (2008) 

Bank branches 

per 100 000* 

21.0 5.2 16.6 10.5 (2009) Not 

available 

Lending 

interest rate*  

11.5 (2007) 8.0 (2011) 5.75 (2012) 6.0 (2010) 11.0 (2011) 

Deposit 

interest rate*  

3.7 (2010) 1.8 (2010) 4.25 (2012) 2.5 (2010) 6.2 (2010) 

Credit  percent 

GDP*  

111.8 (2011) -4.7 (2011) 83.1 (2011) -65.9 (2010) 74.9 (2011) 

Mortgages  

percent of 

GDP*  

15.9 (2009) 1.3 (2009) 12.5 (2009) Unknown 0.2 

Cost of a 50kg 

bag of cement 

(US$) 

$5.52 - $5.86  $5.80  $4.00 

(fixed); 

$6.20 

(speculative) 

$4.00 rose 

to $13.60 in 

2011 

$4.50 



Cost of a brick 

unit (US$) 

$0.28 - $0.80  $0.22 - 

$0.33 

Not 

Available 

Not 

available 

Not 

available 

Price of 

cheapest newly 

built house by 

a formal 

developer 

US$17 500 US$32 155 US$24 000 US$36 000 US$13 300 

Smallest size of 

a formal house 

(m2)  

50 m2 65.7 m2 50 m2 Not 

available 

50 m2 

Minimum 

stand size (m2) 

 

10 000 m2 30 m2 250 m2 Not 

available 

Not 

available 

 Assorted resources 

* World Bank 

^ www.xe.com 

+ UNDP 
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