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Weak links in housing systems are easy 

to see: lots of money, but poor housing 

Kampala, Uganda 

Photos: radiomuqdisho.net and 

elcivics.com 

Government subsidised housing 

and a slum settlement in 

Johannesburg, South Africa.  

Photos: oasisza.org and 

funkydoodledonkey.blogspot.com 

Luanda waterfront, and slum 

settlement on a hill.  Photos: 

blackpast.org and hydromontage.com 
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WEAK LINKS are easy to see in African countries 

        prop right land 
dev. 

finance 

infrastr. 

services 

 

constr. 

industry 

 

end-user 

finance 

Poor road networks increases the cost of cement, leads to 

housing constructed with informal materials: Malawi, South 

Sudan, DRC 

New city “islands” with private services: Tatu City in Nairobi  

Small housing projects; up-front payments limit affordability 

Construction sector builds shopping malls, or wealthy estates 

Few developers means little competition, houses expensive: DRC, Zambia 

Imported building materials means prices fluctuate / standards that don’t 

accommodate affordability are never met, so no quality is achieved 

Even the wealthy build their housing incrementally, themselves, as once-off 

Hugely dependent on macro-economic health: impact on loan term, size, and cost: Malawi, 

Mozambique, Nigeria, Rwanda, Uganda, the Gambia 

Most housing paid with cash & savings: only the very wealthy afford formality: the Gambia 

Absence of non-mortgage finance systems can also perpetuate slums 

High cost of land & zoning pushes people out to the periphery: Kigali & Luanda 

… or onto hazardous land: Dakar 

Tiny mortgage markets because land cannot be secured: across Sub-Saharan Africa 

Poor housing investment by households fearing eviction leads to slums 

In Nairobi, slum landlords use political clout to maintain rental stream 
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Historically, governments have tried to go it alone 

 Public housing programmes: priority for civil servants, sporadic 

construction, poor management 

 Nationalisation of housing in Ethiopia, Mozambique – over time, stock fell 

into disrepair 

 National Housing Bank in Tanzania: held 14 000 mortgages when it 

collapsed 

 South Africa’s Reconstruction and Development Programme: free housing 

targeted at 60% of the population but the backlog today is larger than in 

1994, even with 3 million houses developed 

 

 

Most programmes missed their targets: focusing on the middle-high 

income, promoting political patronage.  Others were inefficient, not 

building enough.  None could cope with the pressures of 

urbanisation. 
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Affordability of consumers is critical 

According to the World Bank, only 

3% of the population in Africa has 

an income sufficient to support a 

mortgage: higher in urban areas 

36.5% of Africa’s population earn 

less than US$ 2,00 per day. This is 

the international poverty line. 

24% earn US$2 - $4 

per day 

9% earn US$4 - $10 per day 

10.8% earn US$10 - $20 per day 

18.8% earn above US$20 per day 

Of course, urban populations generally earn more than rural 

populations (though with a higher cost of living too), and face more 

dire housing circumstances – this pushes up urban demand. 

In most cases, 

subsidies don’t 

bridge affordability 

to buy a new house.  

In others, they 

cause new 

affordability 

challenges. 

Source: AfDB Report on 

the middle class, 2011 



6 And understanding their capacity, opens up 

opportunities 
According to the World Bank, only 3% of 

the population in Africa has an income 

sufficient to support a mortgage 

36.5% of Africa’s population earn less than 

US$ 2,00 /day. This is the international 

poverty line.  Urban populations need most 

support – rural can manage with self-build, 

though do need water. 

18.8% earn above US$20 per day 

New players are beginning to carve out niche markets, serving a 

wider population / policy makers are recognising the value of 

partnerships 

1. Increase 

access to 

mortgage finance 

 

2. Grow & 

develop housing 

microfinance. 

 

3. Finance rental 

housing 

Source: AfDB Report on 

the middle class, 2011 

9% earn US$4 - $10 per day 

10.8% earn US$10 - $20 per day 

24% earn US$2 - $4 

per day 

4. Target subsidies 

carefully 

5. Build solid data / information 

platforms to sharpen & target 

investments and incentives 

6. Pursue policy 

interventions 

along the value 

chain 
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1. Increase access to mortgage finance: areas of focus 

Interventions can be targeted at the lender or at the borrower, 

addressing risk levels, profitability opportunities, and access. 

Funding 

Product 

diversity 

Affordability 

Risk 

Profitability 
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1. Increase access to mortgage finance: focus on funding 

 Mortgage liquidity facility 
 Shareholders are the government, investors and mortgage lenders – lenders 

have ‘skin in the game’ 

 Increases the availability of long-term funding, so lenders are confident to lend 

over longer terms, and builders confident to build 

 Reduces cost of funding, so reduced lending rate 

 

Addressing the availability of finance to lend, reducing interest 

rates, stimulating growth, creating focus 
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Total	number	of	mortgages	in	Egypt	 Standardises the mortgage market, 

making it easier for investors to 

understand risk and engage with all the 

players 

 Egypt Mortgage Refinance Company 

established in 2006 

 Tanzania Mortgage Refinance Company 

established in 2010 

 Plans for Nigeria 

 

 

 

 

 

Source: Hofinet data 
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1. Increase access to mortgage finance: focus on risk 

FOGARIM Mortgage Guarantee Fund 

 Established in 2004, to encourage lenders to offer mortgage finance 

to households with small and irregular incomes. 

 Guarantee covers 70 percent of the loan that is made, if: 

 Borrower falls within the target market. 

 Loan repayments are small (less than US$ 176) 

 Interest rate is fixed 

 Risk premiums introduced in 2009 to account to different loan to 

value ratios. 

 

 In 2009, Fogarim merged with another guarantee fund targeting 

moderate income civil servants, middle class independent workers 

and non-resident Moroccans buying or building houses up to 

US$100 000 in value. 

 

 Addressing the risk of lending so lenders can explore 

new markets. 
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1. Increase access to mortgage finance: focus on risk and 

affordability 

 Home Finance Guarantors Africa Reinsurance Limited 
 Established in 2008 by South Africa’s Home Loan Guarantee Company 

 Working with local insurers to provide “collateral replacement indemnity” 

for low-moderate income earners 

 Provides insurance on 30% of the loan amount so lender can treat this 

as a deposit. Borrower pays premium for the service. 

 

 Tanzania: 18 June 2012 

 Rwanda: July 2012 

 Ghana: 3 February 2012 

 Zambia:15 June 2012 

 Kenya: September 2012 

 

 
Addressing affordability constraints. Banks need deposits to 

manage risks.  Borrowers struggle to save deposits, given 

their affordability and cost of rent. 
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1. Increase access to mortgage finance: focus on affordability 

 Kenya’s Jamii Bora Makao 

 Founded in 2007, originally only housing microfinance – now full range of services 

 Flagship is Kaputei New Town: 2000 low and middle income units 

 Affordability focus: 

 Establish new town outside the main economic centre, with internal job creation: lower 

land costs and opportunity to focus on target market households 

 Vertical integration of all processes: from the production of building materials to the 

construction 

 Limited use of intermediaries 

 Donor funded infrastructure lowered product cost to $10 000 (from about $13 000) 

 Jamii Bora Bank sources finance in bulk to offer micro mortgages to residents 

 

 Ethiopia’s Integrated Housing Development Programme 

 Delivery of 208 000 condominium units in 56 cities across Ethiopia 

 Originally targeted at vacant land; recent shift to slum upgrading and urban infill 

Smaller units, sweat equity, efficient delivery processes can 

all reduce the cost of the housing product. 
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1. Increase access to mortgage finance: focus on profitability 

What is a Public 

Private Partnership? 

 Private company 

delivers the housing 

and takes substantial 

financial, technical and 

operational risk – but 

not all 

 Public sector authority 

plays a part in making 

the development 

easier, speeding up 

the process, 

minimizing risks, 

improving profitability 

(with subsidies, tax 

incentives, etc.) 

 

Lagos Chois PPP in Nigeria 

 Plan to develop 30,000 new homes by 2015 

 Special purpose vehicle with 50/50 public private board 

for each aspect of the programme: lender finances SPV 

 Construction arrangement draws on: 

 Consortium of 40 private developers 

 Construction apprenticeship 

 Energy efficiency & recycling 

 Financing arrangement draws on: 

 Savings club towards 20% deposit – becomes equity 

 Lease payments on 80% of unit with option to buy an 

increasing stay over time for 12 years. 

 Affordability target: at least 40% of homes provided to be 

sold to low income earners at max US$20k. Remaining 

60% @ market rate. 

PPPs encourage the private sector to participate on terms 

defined by public policy. 
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1. Increase access to mortgage finance: focus on product 

diversity 

Housing Finance Kenya 

 Established in 1965 with initial shareholding from the Commonwealth 

Development Corporation and the government 

 5115 loans outstanding at June 2012 = Ksh 28,023,713 (US$331 million) 

 

 Variety of mortgage products 

 Start up plan – loan term of 12-20 years, base rate interest + 3.25% / targeted at the 

youth 

 House plan – loan term 5-12 years, base rate interest + 3% / targeted at young urban 

professional 

 Ace plan – loan term up to 5 years, base rate interest plus 2.5% / targeted at higher 

income earners 

 Cross-over savings account – focus on students saving towards a home in the future 

 Multi-development loan – focus on Kenyans in the diaspora 

 

 Product innovation kept HF Kenya growing and surviving over 

Kenya’s interest rate spike. 
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2. Grow and develop housing microfinance: Angola 

 KixiCredito (Angola’s first non-bank MFI) offers a housing 

microloan product: KixiCasa 

 36 month sequential loans up to $5000 per phase per house 

 Raising further capital to grow loan book 

 

 Development Workshop as developer 

 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: 

 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 



15 

2. Grow and develop housing microfinance: Malawi 

Select Africa / Habitat for Humanity International 

partnership 

 Select (private sector MFI) provides HMF 

 HfH provides construction technical assistance – cost 

covered by Select 

 1900+ households served in Blantyre & Lilongwe – 

40% of Select clients 

 Plans to grow to other urban centres  

 “site visits are an invaluable branding opportunity for 

both Select and HfH” 

 Future plans 

 Refining overall cost model for CTA to increase capacity, 

offer more services 

 Getting to the client before they start construction 

 Increase volume of site visits and inspections 
The need to link HMF with the housing supply sector (through construction 

technical assistance & other support) make this different from traditional 

microlending and supports a good housing outcome. 

Off-site CTA 

• Technical information, 

leaflets, sample plans 

• Professional services & 

training: meeting with 

client regarding plans 

 

On-site CTA 

• 3 levels relating to 

complexity of project 

and level of TA required 

• Different professionals 

for different tasks 

• Multiple visits 
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2. Grow and develop housing microfinance 

In Kenya: 
 Rooftops Canada coordinated $83,400 

commitment from Co-op Housing Federation 

of Canada to match $250,000 funding from 

CIDA to create a Fund. 

 Part of this has been used as guarantee to 

leverage a loan to NACHU (National 

Cooperative Housing Union) from the Co-op 

Bank of Kenya over 62 months, for HMF. 

 Loan sizes <Kshs 400 000 (<US 4700) 

 Group loans for land purchase can be higher 

 Max term 48 months, many shorter 

 Further loan to NACHU from Canadian Fund 

helped secure a large piece of land 

 660 families benefiting from combined facility 

 

New funds see promise in housing microfinance products and 

approaches: big challenge is the development of sound capital 

structures – space for DFIs to offer advisory services 

• MicroBuild Fund: $50m fund established 

by Habitat for Humanity International, 

providing debt capital and technical 

assistance to MFIs to grow HMF 

• New Urban Finance Facility for Africa: 

catalytic investment fund to support HMF 

and finance for basic services initiatives 

Africa: Phase 1 in Ghana, Kenya, Uganda, 

Tanzania, West Bank. Target $100m 

• CLIFF (Community Led Infrastructure 

Finance Facility): established by 

Homeless International, in multiple 

countries in Africa 
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3.  Finance rental housing: large & small scale approaches 

 Niche markets are 

undersupplied 

 Urban workforce 

 Student housing 

 Transitional housing 

 Housing for the elderly 

 

 Different housing types & 

landlords offer new 

opportunities:  

 Inner city building rehabilitation & 

conversions 

 New construction 

 Backyard rental accommodation 

 

 

Rental housing creates an investment class of sufficient size and 

stature to attract long term investors such as pension funds 

In South Africa, International 

Housing Solutions and the Trust for 

Urban Housing Finance are building 

a strong track-record in how to build 

and finance rental housing. 
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Original 

house – 

built 

around 

1995 

Three 

backyard 

rooms with 

water-

borne 

sewerage: 

rental 

income 

Container in the 

front yard for 

spaza shop – 

small business 

with cash flow 

for credit 

Building materials for 

the next project 

About 70% of small scale enterprises in Gauteng have a 

component of their business in the home 

2. Grow and develop housing microfinance – 

opportunities for job creation& sustainable livelihoods 
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4. Target subsidies very carefully: South Africa 

1994 housing subsidy policy 
 1 million houses in 5 yrs   3 million in 18 

yrs 

 But not enough: backlog the same as 1994 

(2.1m houses) 

 New gap market created – people to rich to get 

the subsidy but too poor to afford new housing 

2012 Presidential 

announcement 

 Finance linked subsidy 

 Mortgage guarantee 

 Tax incentive to developers 

 

 

 

 

≤R300 000 (US$37 000) 

 

 Informal settlement upgrading 

South Africa’s housing subsidy history and current 

interventions offer useful lessons: beware of risks of crowding 

out market participation and growing a ‘gap market’ 

Subsidy eligible 

population (60%): 

free house 

Gap market 

(25%): housing 

too expensive 
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South Africa: non-

performing loans by 

calendar date (Mortgage 

bonds originated between 

2004 and 2008, mortgages 

from big 4 banks) 

Source: Deeds office data sourced from the ALHDC and XDS.  Analysis by Eighty20. 

5. Build solid data / information platforms to sharpen 

& target investments and incentives 

Experience is beginning to show that the lower income 

earners are not a greater risk.  Housing finance products 

need to develop with this understanding. 

8.0% of FSC (low-income 

targeted) mortgages and 8.4% of 

Non-FSC (regular market) 

mortgages were 90 days or more 

in arrears in February 2012 
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Thank you! 
 

Kecia Rust 

kecia@housingfinanceafrica.org 

www.housingfinanceafrica.org  

+2783 785 4964 

 

Download the Housing Finance in Africa 2012 

Yearbook published in October 2012: 35 

country profiles and 4 regional profiles. 

mailto:kecia@housingfinanceafrica.org
http://www.housingfinanceafrica.org

