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2Cities are built the way they are financed Bertrand Renaud, 1984

The cities we have today are a product of the finance that is available.  The finance 
available is a product of the regulatory & macro-economic environment,… and our vision 
of the city.

Kya Sands, Bloubosrand, Johannesburg, SA

Hout Bay / Imizamo Yethu, Cape Town, South Africa

www.unequalscenes.com

www.unequalscenes.com

Loresho Nairobi, Kenya

www.unequalscenes.com

• Construction finance
• Mortgage finance
• Clear, registered title

• Government subsidy
• Household savings / labour
• Inaccessible ‘title’

http://www.unequalscenes.com/
http://www.unequalscenes.com/
http://www.unequalscenes.com/
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Current trends

§ Poor targeting
§ Insufficient scale
§ Informal overflow
§ Household pragmatics 

& entrepreneurial flair



4State pension funds are beginning to look at housing as an investment target, 
and some governments promote “affordable” housing.  Their failure to 
understand affordability undermines the viability of the project and scares other 
investors away.  The message is: you can’t make money in affordable housing.

Kigali, Rwanda Poor targeting
• Vision City in Rwanda was built 

by the state pension fund, with 
units priced between $100k -
$500k.  After some time on the 
market prices were slashed (2% 
of the urban population in 
Rwanda can afford a $20 000 
house at current mortgage rates)

• Kilamba, 30km outside of 
Luanda, Angola, is another 
example.  Entry level 
“affordable” units were priced at 
$190k.  After being called a ghost 
town, the government reduced 
prices and offered low-interest 
mortgages. (26,9% of Angola’s 
urban population can afford a 
$20 000 house at current 
mortgage rates)



5Capacity for scale is limited: Very few countries have a housing development 
sector that can sustain a scale of delivery over multiple years.  Most developers 
build projects of 50-100 units at a time.  A key barrier is the availability of 
construction finance.

Abidjan, Côte d’Ivoire

Insufficient scale
• In Abidjan, the government commitment to build 150 000 houses in five years was undermined by 

the limited capacity of developers, both to build and access finance.
• Despite a massive state-led construction programme that built about 3 million houses, South Africa 

still has a backlog of about 2 million houses.  Ethiopia’s state housing programme similarly does not 
meet the need.

• Phatisa’s Pan African Housing Fund was established in 2012, and closed at the end of Q3 2014 at 
US$42m. In 2016, PAHF was involved in five developments, comprising about 1 000 units and 
targeted at middle income earners in Zambia, Rwanda and Kenya. 



6No matter the investment in formal housing, it is insufficient, and households 
continue to live rough.  Urbanisation pressures and inadequate tenure 
arrangements contribute, but finance is not meeting demand. 

Nairobi, Kenya

Informal overflow
• 60% of Africa’s urban 

population live in slums — vs. 
34% elsewhere

• Housing investment lags 
urbanisation by 9 years

• Despite apparent demand, > 
30% of land within 5km of CBDs 
remains unbuilt

• Tenure insecurity supports 
informal & exploitative 
transactions, heightens risk

• The majority of urban housing is 
built by households, one-by-one

• Most housing bought with cash



7Meanwhile, households make a plan, acting as housing suppliers both for 
themselves and their tenants.  More housing is built incrementally than by any 
other means, and the small scale rental market creates entrepreneurial 
opportunities for otherwise unemployed households, while delivering affordable 
accommodation at a greater scale than traditional mechanisms. 

Household pragmatics and 
entrepreneurial flair
• Between 30%-of 50% of urban 

populations rent; sometimes more:
• 44% of 2.8m urban households in 

Tanzania; > 50% in Dar es Salaam 
• 29% of 1.7m urban households in 

Uganda (21% rent privately, 8% 
from public institutions); 46% in 
Kampala 

• 36% of 824,000 urban households 
in Senegal; 47% in Dakar

• 54% of 2.9m urban households in 
Cote d’Iviore; 78% in Abidjan

• Most are one room; many overcrowded
• Average rental charges appear low: 

$18/month (Tanzania); $27/month 
(Uganda); $51 (Abidjan, Cote d’Ivoire)

Johannesburg, South Africa

What can 
finance do 
to improve 

these 
pictures?



Construction / developer financing

Land 

assembly / 

acquisition

Title / 

tenure

Bulk 

Infrastructure

House 

construction
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moment
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moment
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Municipal land and infrastructure financing

End-user financing (mortgage / housing microfinance / personal) and savings

Sales & 

transfer

Maintenance 

& ongoing 

improvements

Finance 

moment

Finance 

moment

Investors / creditors: private equity, pension funds, insurance companies, development finance institutions, 

wholesale debt, etc. 

Municipal or 

community 

financing

Capital Markets

National or 

municipal tax 

base
National or municipal tax base

Public sector agencies / banks / pension funds / non-bank financial institutions / guarantors / developers / rental 

housing institutions / etc.
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Guarantees or 

insurance
Private sector financing

* Note: different market segments will engage in different housing processes involving different value chains and different finance moments –

this diagram is purely illustrative.

None of the challenges are about any one single problem.  An effective housing 
market, relies on a functioning value chain - both housing and finance.  The vertical 
financing chain intersects with the horizontal housing chain at key finance 
moments

Demand-side subsidies

Supply-side subsidies



9New instruments
are engaging the value chain by recognizing diversity 
and using this to better manage risk & aggregate 
opportunity

Diversity in housing supply 
& demand
1. Small scale landlordism in 

inner cities and backyards: 
commercial mortgages 
for individuals

2. Incremental housing 
construction: incremental 
mortgages & housing 
micro finance

Managing risk along the 
value chain
§ Building the small scale 

construction value chain: 
technology

§ Blended finance to 
support well targeted 
products & private sector 
participation 

1

2

3

4



10

• TUHF provides commercial 
mortgage loans to small scale 
entrepreneurs to purchase, 
refurbish and/or build inner city 
rental accommodation. Loan 
affordability is based on the 
future rental income stream.

• The Intuthuko Equity Fund 
provides additional support to 
new entrepreneurs who haven’t 
yet built their portfolio

• uMaStandi is a pilot, financed by 
TUHF’s not-for-profit arm, and 
funds from the National Jobs 
Fund, to test the financing of 
backyard rental

Small scale landlordism in 
inner cities and backyards: 
TUHF in South Africa

1



11

Mortgage lending in support of incremental construction

1. In-house Quantity Surveyor accurately costs project.
2. Project split into 5 phases (Foundations, Walls, Roof, Fixtures and Fittings, Complete.)
3. Mortgage disbursed in phases.
4. Supervisor checks each phase for progress and quality.
5. Larger loans disbursed directly to building material suppliers.
6. Use of in-house fintech to control supervision costs and provide scalability of model.

http://www.zambianhomeloans.com
https://youtu.be/6ebrtvzNGkA

2

http://www.zambianhomeloans.com/
https://youtu.be/6ebrtvzNGkA
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Housing microfinance enable incremental construction

KixiCredito (Angola’s first non-bank MFI) http://www.kixicredito.com
§ offers a housing microloan product: KixiCasa
§ 36 month sequential loans up to $2500 per phase per house: 97% repayment 

on initial pilot
§ Raising further capital to grow loan book

Development Workshop as developer http://www.dw.angonet.org
§ Partnership with CLIFF to scale up: 3000 home, incremental housing project in 

Huambo.  CLIFF provides infrastructure financing; KixiCasa end user finance

HabiTec is a social enterprise supporting KixiCasa loans: 
http://habitec.angonet.org
§ HabiTerra provides settlement planning, land registration and land allocation 

services – support to provincial government with participatory urban planning 
§ AquaSan improves rural water supply, builds water systems
§ Wood factory produces furniture & other goods for homes and schools

Examples from Angola, Malawi, Kenya, Tanzania, Zimbabwe, 
Uganda and elsewhere show real progress

2

http://www.kixicredito.com/
http://www.dw.angonet.org/
http://habitec.angonet.org/
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iBuild is a mobile app that creates a market place for small scale and 
household builders, and market confidence for lenders, enabling 
incremental construction at scale. 

• iBUILD is a mobile app that formalises and improves the delivery of small-scale construction 
for low-income households

• The app acts as a mobile marketplace connecting households to builders, contractors  and 
lenders. They also aim to support the certification and upskilling of informal builders

• Similar to Uber, iBUILD allows households to rate and review builders
• Pilots in Kenya, South Africa, and Zambia, as well as in Indonesia & India
• https://www.ibuild.global

3

https://www.ibuild.global/


14Blended finance enables greater private sector engagement by 
sharing risk

What is blended finance?
§ The use of concessional 

development capital 
from public and 
philanthropic sources to 
create more attractive 
investment 
opportunities for the 
private sector, to 
contribute to the SDGs

§ Can address a range of 
transaction types, 
including funds, 
facilities, bonds, notes, 
projects & companies

§ Between 2005 and 2016, 
has mobilized over 
US$50 billion in total, 
towards SDGs in 
developing countries

FSD Africa investment in 
Sofala Capital Pty Ltd and Zambian Home Loans

§ GBP 1,6 million investment in Sofala Capital (25% stake)
§ GBP 850 000 equity investment

– Zambian Home Loans (Sofala has a 30% stake)
– iBuild Home Loans (Sofala has a 50% stake)

§ GBP 400 000 grant (GBP250 000 returnable)
§ US$ 500 000 credit line to Zambian Home Loans

Blended finance transactions expect to achieve a positive financial return.  
Different investors in a structure will have different return expectations.

ZHL’s majority 
shareholder is 
African Life Financial 
Services Ltd

See http://housingfinanceafrica.org/press-release-fsd-africa-invests-1-6-million-in-african-housing-finance/

African Life Financial 
Services Ltd.

FSD Africa

Sofala Capital
Zambian 

Home Loans

FSD Africa credit 
line GBP500,000

See https://www.convergence.finance/blended-finance

4

http://housingfinanceafrica.org/press-release-fsd-africa-invests-1-6-million-in-african-housing-finance/
https://www.convergence.finance/blended-finance
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§ Top investors included DFIs, government agencies, pension funds, private 
Chinese companies, and banks. 

§ Positive correlation between the depth of capital markets, access to 
finance, and the level of housing loans in a country.

Investment in housing & housing finance has 
increased dramatically in SADC

Investment in housing & housing finance in SADC, 1995 – 2016 
(US$ millions)

US
$ 

m
ill

io
ns
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What makes finance flow? Blended finance approach, in 
support of local market development, and niche opportunities. 

Data, market 
analytics, 
thought 
leadership, 
market 
tracking
• Longitudinal 

analysis of 
performance 
indicators
• Good news 

case studies
• Demand & 

supply focus
• Impact 

analyses

Emphasis on 
local
• Technical 

support for 
investment 
by local 
pension 
funds
• Support for 

local capital 
markets
• Local deals in 

local  
currency
• Local niche 

market focus

Value chain 
attention
• Bird’s eye 

view support
• Interventions 

along the 
value chain
• Support for 

sector 
development
• Linkages 

between 
public, 
private & 
NGO sectors

Patient capital, 
with time, 
target & 
capacity
• Venture 

capital that 
meets with 
risk with 
patience
• Explicit 

pursuit of 
innovation
• Capacity to 

support a 
good idea



17Thank you!
Kecia Rust
kecia@housingfinanceafrica.org
www.housingfinanceafrica.org
+2783 785 4964

https://www.facebook.com/HousingFinan
ceAfrica?ref=hl
Twitter @CAHF_Africa
Twitter @AUHF_Housing

CAHF is the Secretariat to the:

CAHF’s work is supported by
HOUSING FINANCE IN AFRICA
A review of Africa’s housing finance markets

October 2018

Published by the 
Centre for Affordable Housing Finance in Africa

2018
YEARBOOK

Access our Yearbook from:
http://housingfinanceafrica.org/resources/yearbook/
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