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1. Introduction
This report is a summary of the proceedings of the Roundtable Workshop on "Housing
Finance Policy in Angola: a Sustainability Strategy in the Face of an Economic Crisis". The
roundtable was held at the World Bank conference room in Luanda, on 25th September 2015
to facilitate an exchange of ideas and information between key actors in the Angolan housing
and finance sector. This meeting was organized by Development Workshop (DW), and
supported by the Centre for Affordable Housing Finance (CAHF) and FSD Africa Ltd.
The participants were made up of representatives of the following institutions:
• Paulo Araújo – Finance Manager, Development and Housing Fund (FFH)
• Abel Bastos – Administrator, Development and Housing Fund (FFH)
• Allan Cain – Director, Development Workshop (DW)
• Joaquim Catinda – Executive Director, KixiCredito (KC)
• Gisela Fonseca – Credit Director, Angolan Investment Bank (BAI)
• Joaquim Israel – Administrator, Administration of Kilamba City (ACK)
• Antonio Lutongo – Manager, Cooperative Lar do Patriota (CLP)
• Joel Muzima – Economist, African Development Bank (AfDB)
• Joaquim Oliveira – Representative, Deloitte and Imogestin SA
• P. Ferreira Pires – Coordinator, Housing Development Asset Fund (FADEH)

Mr. Cleber Corea, Manager of the Association of Angolan Real Estate Professionals
(APIMA) was invited to the roundtable, but he could not personally attend the meeting.
Excerpts from his interview with the newspaper “Expansão” on September 25, 2015 on an
option to improve credit in the real estate sector is included in this report because the topic is
very relevant to the roundtable discussions.
Also present were the Forum for Local Education (FLE), independent researchers, and
project staff of DW.
The meeting was moderated by the director of DW, Allan Cain, who officially welcomed the
participants and made a brief presentation on the rationale of the meeting and the importance
of discussing the issues in the light of the current economic situation in the country.
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As the major investors in the housing sector, all participants were urged to participate fully in
the discussions and share their opinions, in the light of the fact that in the near future, the
Angolan government may not have the same financial capacity to continue to subsidize the
housing sector as it has done to date.

2. Opening Remarks by Allan Cain
– Director, DW
Several times each year, DW organizes meetings like this one on housing finance. Today we
think that is a good time to exchange ideas about the current economic crisis that our country
is facing and its effects on housing investment. This topic is relevant particularly in the light
of information published by ANGOP regarding the establishment of the Housing
Development Assets Fund (FADEH), a new government entity designed to stimulate the
housing economy through the engagement of private sector funds.
The findings of a World Bank-funded survey conducted by DW on "Urban Land Market in
Luanda" points to an important related issue -- the reluctance of the private sector to engage
and invest due to the availability of land and the lack of reform in the land market. This issue
is closely linked to the production of housing units, and suggests that solving the problems
around land issues may also be a way to stimulate the engagement of private sector
participation in providing financing for the housing sector. The recommendations made in
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this study are still relevant; a copy of the study can be found in the DW website
(www.dw.angonet.org).
Towards the end of last year, the President’s Civil Office made a national consultation to
obtain feedback on the implementation of the Land Law of 2004. Based on the results and
recommendations from this consultation, the government concluded that the impact of the
Land Law was not satisfactory. At this point, it is also appropriate to look at the
implementation of the government plan published in 2009, regarding the 1 million homes
policy. We have seen that after the publication of this policy, many apartments were built,
with the emergence of new housing complexes commonly referred to as “Centralidades”,
which were built through government funds.
DW was engaged by the Ministry of Urbanisation and the UN Habitat to study the status of
housing and urban development in Angola, with the goal of presenting the findings at the
Habitat III international conference scheduled to be held in October 2016. This study was
done to analyze the implementation of the Housing and Urban Development program that
was intended to engage four sectors – the private sector, the state, the cooperative sector and
the individual homeowners. The public sector was expected to build 11% of the 1 million
homes, the private sector 12%, the cooperatives 8%, and more than two-thirds for selfdirected (autoconstrução) construction activities. From the analysis we made of the data
collected by the Ministry of Urban Affairs, it was found that the government exceeded the
targets set in the Plan of 2008. The data showed that the state built more than 150,000 houses
until early 2015. These then raise the following questions:
• Did the private sector, cooperatives and directed autoconstrução manage to achieve the
targets set out in the 2008 Plan?
• What are the investments needed, and how can we ensure that these investments will help
the private, cooperative and self-directed sectors to gain the ability to provide housing?
• Because the current the state budget (OGE) has been reduced, is it possible that the
government will not be able to provide the level of investment and subsidies to continue
building new housing in the form of “Centralidades”, in the manner of the 150,000 houses
built so far? Will the state adopt some other strategy?
• Is it time to look for systems and building technologies that are not so expensive?
• Can the self-help housing and the provision of serviced plots of land serve as an alternative
path that will not require the level of investments made in the “Centralidades”?
An invitation was extended to Lar do Patriota Cooperative to participate in this meeting, so
that we can listen to and understand the expectations of the cooperatives sector, and to learn
about their constraints.
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Likewise, KixiCredito was invited to this meeting so that they can share information about
their new microfinance for housing model, which aims to support and stimulate the selfconstruction sector with small loans.
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3. Presentation of Abel Bastos
– Administrator, Housing Development Fund (FFH)
The FFH is a state-owned, independent funding
agency with its own legal personality, having been
created by the Law No. 3/07 of 3 September (Basic
Law for Housing Development). It has financial
autonomy, and is supported by revenues from
concessions and housing management, the
appropriations reimbursed to the state budget, and
additional funds obtained from internal or external
financing. The Ministry of Finance exercises
financial oversight on the FFH while administrative
oversight is provided by the MINUHA. The FFH
has a strategic committee which is headed by the
Minister of Finance as the president, and the
Minister of Urbanisation and Housing as the vicepresident.
The FFH is part of the National Urbanisation and
Housing Programme, and is an instrument of
implementation of the housing policy of the government. Specifically, it is tasked with
financing promotional activities, coordinating urbanization plans, and facilitating the
construction and management of social housing developments.
The FFH facilitates the provision of housing loans, and the borrower acquires complete
ownership of the property only at the end of the contract, when the loan has been fully paid.
This institution has two main functions:
1. Provide interest rate subsidies to credit institutions who in turn provide mortgage loans or
financing for new construction and housing recovery, with emphasis on the construction of
social housing. The aim is to mitigate the burden of interest rates charged by banks to
borrowers. In this process, the banks are responsible for lending its own funds in the national
currency at subsidized interest rates, while the FFH will be responsible for funding the
subsidies from its own resources.
2. Under their Housing Development Guarantee programme, to provide guarantees to banks
that finance the acquisition of permanent residence within public/social housing projects. If
recipients of mortgage loans default on their obligations, the FFH undertakes to reimburse the
banks with up to 80% of the amount of credit granted to the buyer of a social housing unit. In
this manner, the risk of default by beneficiaries of mortgage loans granted by banks is
mitigated, and the banks are in turn encouraged to provide more loans to prospective home
buyers/builders. Due to the reduced risk of default on loans, the banks are expected to reduce
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interest rates that are charged on the loans, thus making them more affordable from the point
of view of the clients. However, because providing such guarantees is not the sole the
purpose for which the fund was designed, the FFH seeks to provide incentives to the
beneficiaries so that they will meet their loan obligations.
The FFH has been working with the commercial banks since 2012 to ensure the availability
of credit. The Centrality of Kilamba is an example of a new development that was undertaken
in cooperation with banks such as the BAI.
The FFH has acquired 3,525 dwelling units from SONIP in the Centralization of Kilamba and
2,000 dwelling units in the Centralization of Cacuaco – these are being sold to clients at an
amortization period of 30 years. The beneficiaries make monthly payments to FFH over a
period not exceeding 30 years, at a 3% interest rate. After the last installment of the loan has
been paid, the beneficiary becomes the full owner of the property.
FFH also has a portfolio of receivables involving more than 5,525 houses and the FFH must
work with BPC and BCI on this file. Defaults on loan payments is a significant problem -FFH has a list of defaulters composed mostly of former soldiers, which makes this a more
sensitive and complex issue.
Other areas of activities are management of properties (e.g., 150 buildings in Kilamba) which
involve managing condominium fees, maintaining facilities such as electric generators, and
dealing with beneficiary complaints.
Additional details of the FFH operations can be found in the Diario da República.

Srº Abel Bastos of FFH answered the following questions:
a. What is the expectation of the FFH now that the government has less capacity to
put more investment in the fund?
This year, the government budget allocated Kz 12 billion to FFH, an amount equivalent to
about US$ 120 million. These amounts were earmarked for the Bonus Interest and Credit
Guarantee schemes. But so far this year (2015), no disbursements to FFH have been made
because of the economic situation that the country faces today. It is expected that any
moment these funds will be released so that the FFH can provide stimulus to the housing
sector.
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b. The FFH is managed independently – does the fund have its own account where the
money is channeled?
The FFH complies with rules that govern all state
financial institutions. The FFH is controlled by the
Ministry of Finance, and all receivables of FFH go to
a single account in the BCI bank. A report of the
account is delivered quarterly to the Ministry of
Finance. It must be kept in mind that the funds belong
to the national treasury, and that these funds are used
to purchase homes that the FFH manages and resells
to individual owners.
c. Does the FFH invest only in state projects or
does it invest in other sectors as well? What is
considered social investment?
The FFH has a duty to contribute to social
development. It works with all cooperatives and major construction companies that bring the
social dimension in the homes that they build. It considers that a home is socially priced
when the selling price does not exceed the average person’s capacity to pay. This is why FFH
is interested to set up a meeting with KixiCredito in order to explore possible ways of
working together. FFH finances homes valued at up to US$ 120,000.
The major focus of FFH is to work with commercial banks. The FFH generates some revenue
from the real estate it manages.
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4. Intervention of Paulo Araújo
– Financial Manager, Development and Housing Fund (FFH)
In 2012 we signed a credit guarantee protocol,
which has not been activated to date. When this
protocol takes effect, it is expected that there will
be a three-way relationship between the
commercial banks, FFH, and the beneficiaries,
with interest rates and loan guarantees as the
focal points.
For the FFH to do its job properly, it should have
adequate capitalization. Right now the fund has a
revenue-generating potential in the form of
housing units that are on the market.
While the price reduction subsidy is good for the
beneficiary, it is not sustainable. The FFH will
be operating at a loss because the cost of the
house is often greater than the selling price,
hence if the situation does not change, the FFH
capital will continue to diminish until it is completely depleted.
If we want to develop the housing market, and if we want others in the private sector to enter
the market and become part of this process, it is necessary that we also we stop the subsidies.
FFH activities are more geared towards public officials, while FADEH is more national in
scope, as they can reach out to other potential beneficiaries such as private citizens. But the
law is clear about the difference between the objectives of FFH and FADEH.
Because Angola is in a similar situation today, it is interesting to note that the rent-topurchase program in Brazil that was implemented in the 1980’s did not succeed because of
the high inflation in the country at the time. Angolan law does not allow for a contract to sell
homes to beneficiaries to be made in any currency other than the Kwanza. This has caused
problems for FFH because inflation and the weakening of the Kwanza against the US dollar
have reduced the FFH reserves to 40% of its original value. And if this trend continues, in 30
years the FFH will not have enough money to pay for the house that it sold to the beneficiary.
In relation to the above, is worth mentioning that many beneficiaries are complaining that
they are now made to pay between 50,000 and 70,000 Kwanzas instead of the original
monthly payments of 30,000 Kwanzas.

Angola Housing Finance Roundtable: September 25, 2015

[8]

5. Presentation of Antonio Lutango
– Manager, Cooperative Lar do Patriota (CLP)
The Cooperative Lar do Patriota is funded by
the contributions from its members, and when
it comes to housing, the cooperative is trying
to build low-income homes instead of homes
for the middle-income earners. This is to give
access to affordable housing to people who do
not have the purchasing power of the middle
class. Our members have an income, but their
salary is not enough to acquire homes
designed for the middle-income earner.
The Cooperative Lar do Patriota has problems
that similar organizations face -- initially
when the housing project started, it was
considered one of the first housing projects in
the country and the members considered it a good idea. Members are required to make a
downpayment equivalent to 20% of the value of the house being constructed, and then
continue to make monthly payments. What happened was that when the houses were turned
over to the prospective owners, and after they have moved in to their homes, some members
automatically ceased to make their monthly payments. This is completely contrary to the
cooperative principles – as a mutual association, the members are expected to continue to
contribute until the end of the project.
The situation is complicated because there are no legal mechanisms to deal with the person
who does not agree today to continue to make the payments as agreed in the beginning. In the
absence of these legal mechanisms, the cooperative has no way to repossess the house from
the individual who considers himself the rightful owner, after having paid 30% or 40% of the
value of the house.
There are serious repercussions – for instance, there are other members of the cooperative
who have paid the down payments and are waiting for a house to be turned over to them.
What will stop them from doing the same? Understandably, the banks are also reluctant to
finance such projects, and the cooperative is placed in a difficult situation because there is no
legal recourse.
Within a legal system that works, contracts are signed, rules are set, and the parties who are
in default will be sanctioned and made to fulfill their obligations.
We have a population without the financial ability to afford a house that costs US$ 60,000 to
US$ 70,000 dollars. Without a legal system that enforces contracts, and without adequate
loan collaterals that reduce the risk to the banks, it is extremely difficult to continue this type
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of project. The state should create conditions that will facilitate all transactions so that the
banks could recover funds loaned plus interest, the cooperatives can be compensated for their
effort in managing and coordinating the housing project, and the beneficiary can get the
homes they paid for.
With the emergence of the “centralidades” the real estate market changed completely. For
example, housing requests that were made to the Cooperative Lar do Patriota prior to the
onset of the Kilamba Centralidade were considerably reduced after the start of the Kilamba
and other centralidade projects.
This meeting is a good opportunity to see if the CLP can have a meeting with FFH in order to
explore ways of working together.
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6. Presentation of Joaquim Catinda
– Executive Director, KixiCredito
KixiCredito is a micro-credit company, licensed
by the National Bank of Angola under Law
13/05 of September 30 (a new law that
supersedes Law 13/05 has taken effect this year;
it covers the area of microfinance institutions).
KixiCredito started in the 1990’s as a project of
the non-profit organization Development
Workshop Angola. It was the result of research
that was done on the main survival strategies of
entrepreneurs who had very limited access to
finance.
The research results showed that at the time,
displaced persons migrated to the cities to seek
refuge from the war. However, these individuals and families found great difficulty in
integrating into life in the cities because they lacked access to finance. Hence, a pilot project
was created to provide credit to families and individuals who normally had no tangible assets
that can serve as collaterals. The results of the study also showed that the main survival
strategy of these refugees was to engage in petty trade in the informal markets.
From its inception, the number of our clients has steadily grown, and in the year 2000, we
had 3,500 customers. Currently, we have about 30,000 active clients of which 60% are
women. Historically, women have always been the majority of our clients because from the
very start, we worked with refugees in the IDP camps, of which the majority of the
population was made up of women.
In the last 10 years, we have provided about 250,000 loans valued at about US$ 230 million.
We now have a portfolio of 50,000 customers and we have the widest geographic coverage of
any financial institution in Angola. Today we are present in 17 out of the 18 provinces in our
country (the remaining province we need to cover is Cunene).
Our customers are basically small entrepreneurs, small-scale producers, producers of
informal taxi services, intermediaries of farmers and city-dweller consumers, home-based
business owners such as canteens, etc.
We now want to diversify our product base.
In this meeting, it is important to talk about KixiCasa, our housing finance product, which is
one of the latest products that were made available to our clients. KixiCredito decided to
offer KixiCasa to its clients after an analysis was made of how clients spent the proceeds of
the loans they obtained. It was found that about 30% of the loans clients received were
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channeled into home-building and home improvement in many ways (e.g., painting and
repairing homes, purchasing land to build on or have built on, etc.). It was also found that
part of the profits from their business enterprise was spent on home improvements instead of
being invested or kept in the bank. Clearly, this indicated that there was an unmet financial
need among our clients.
Further studies showed that some clients, such as those in the provinces of Huambo and
Cabinda, are able to borrow funds at 35% interest rate, and make payments of about 20,000
to 22,000 Kwanzas per month. For this particular segment of clients, this indicated a capacity
to pay a housing loan product. Together with the concept of evolutionary construction (i.e.,
building houses in stages such as adding a bedroom or living room at later stages), a product
was designed so that the client can take out small loans to improve the home, and then take
out another loan after the first loan was paid, and so on. Over several cycles of loans that may
take from 10 to 15 years, a family will be able to have completed the house of their dreams.

In 2012 we started a project with Habitat for Humanity involving the construction and
improvement of homes scattered throughout neighborhoods in the city. The goal was to
demonstrate that it is possible to construct even low-end homes with some dignity. The target
was to build 1,000 housing units by the year 2016, using construction materials such as earth
blocks. Houses were to be built on 260 m2 lots with the houses designed to eventually have a
bedroom, living room, bathroom, and a balcony (to be built in stages, over several loan
cycles). The cost of the lot is estimated to be about 500,000 Kwanzas while each 3-4
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bedroom unit is estimated to be about 1.5 million Kwanzas. For a total cost of less than
US$30,000, a family can have a decent, basic housing unit.
This project is now being implemented in partnership with REALL. In less than three years,
more than 600 families (including a number of displaced families) have taken loans to start
improving their homes. To date, 100 new units have been completed and work on an
additional 150 units costing about 800,000 Kwanzas/unit will start soon. Our idea is that, as
far as possible, families must be able to have an input into the house. Bare housing units (i.e.,
inclusive of a door and sanitary ware) are turned over to the beneficiary.
There has been slow implementation of KixiCasa in the province of Huambo but despite the
delays encountered, the housing project can be considered a success. There is a need to move
on to another stage (i.e., to bring down the price of housing units to 60,000 Kwanzas), to
make the homes more affordable to low-income earners, in line with the social housing
program of the government.
As with other programs, many difficulties were encountered during the first phase of
implementation of this financial product, particularly in relation to the titling process of the
house lots.
In this second phase, the plan is to better respond to the needs of the clients and provide them
with more choices (i.e., one-, two- or three-bedroom homes) since some of the clients now
have better financial capacities to pay.

Angola Housing Finance Roundtable: September 25, 2015

[13]

7. Presentation of Joel Muzima
– Economist, African Development Bank (AfDB)
The question of housing is a critical issue in
any society, and we frequently hear of other
governments subsidizing social housing
construction projects and directed self-help
programs. The AfDB is not indifferent to the
common observation that housing is
insufficient, and that the demand is always
much higher than the supply. In this regard, a
workshop series has been developed by the
AfDB -- in 2011 it was held in Morocco, in
2012 in Ethiopia, in 2014 in Senegal and in
2015 it was again held in Ethiopia.
The common observation in these workshops
is that in Africa there is still a need to fill the
gap in the financial sector that exists between
the savings programs (mostly considered as
short-term), and the housing loans (mostly considered medium- to long-term).
The AfDB has provided technical assistance to other countries, mostly in the form of studies
on the cost of building materials, and comparisons in the cost of building social housing units
in different countries. In Kenya the cheapest house costs US$ 22,000 to build, in South Africa
29,000 Rands, in Tanzania US$ 11,000, US$ 72,000 in Uganda and US$ 70,000 in Zambia.
This large variation in construction costs is due to the availability of building materials and
the degree of the development of the construction industry in these countries. For instance, in
Tanzania cultural issues significantly determine the type of housing -- the people do not place
great importance on luxury, hence more modest homes are in demand. The price set by the
Government (US$ 60,000) is not considered outside the norm.
In the Angola Development Plan of 2011 - 2015, the AfDB did not finance both the private
and public sectors, but instead was more focused on financing the public sector, particularly
infrastructure in the energy sector, such as the construction of Lauca dam, and the
restructuring of three companies in the energy sector including ENDE, PODEL and IRT. In
the area of water, AfDB has a project in Sumbe and in the area of roads AfDB will be
involved in a project in the Lobito corridor.
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Regarding the property sector, AfDB has identified three instruments, the first being on
financing investment funds. In the context of Angola, investment funds are not appropriate
because the final price that will be passed on to the consumer will be very high. AfDB can
have access to cheap investment funds because it has access to a LIBOR rate of 0.32% to
0.28% per annum. However, due to inflation in Angola, the interest rate that will be charged
to the end consumer could reach up to 14% or 15 % per year.

The challenge for AfDB is to find more innovative instruments such as the provision of
sovereign guarantees. At the moment negotiations are ongoing with various governments,
such as Angola, in order to give sovereign guarantees in the form of partial risk guarantees,
where, in case of default, the AfDB covers between 50% - 75% of the loan (i.e., for each
dollar the government pays to private/commercial banks in case of a default on the loans). In
the end, the debt passes from the government of Angola to the AfDB. For example, in the
case of an Angolan housing fund, the fund may ask the Ministry of Finance, or the the
Treasury, to approach the AfDB with a project plan and ask for such guarantees. The fund
presents the guarantee to national and foreign banks, financing is negotiated by the housing
fund with the banks, the project is implemented, and repayments to the loan are made. If the
housing fund defaults on the loan, the government of Angola absorbs the loss, and AfDB
“reimburses” the government with 50% - 75% of the funds.
The high risk rating of the country will normally make it more difficult for the government of
Angola to obtain credit from banks, but because of the sovereign guarantee, the risk will be
shared with the AfDB, hence the guarantee will actually make it easier for the government to
get credit from the banks. So far, AfDB has not yet had any success with this instrument, but
it continues to try to see if there is interest among the governments.
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The AfDB also works with microfinance institutions, but has found problems with the
volume of credit needed. The minimum required by AfDB is US$ 10 million, and for some
countries in the region, this amount is too large, hence AfDB created a regional facility that
will enable microfinance institutions and microbanks to have access to credit according their
capacity to take on debt. In Angola, AfDB wanted to negotiate this package with the
Millenium Bank, and in Mozambique the MozaBanco used this facility to get US$ 7 million
to provide financing to small businesses in the housing sector.
These financing windows are available at the AfDB, and this information needs to be better
communicated to interested parties. The AfDB recognizes that its response time is often long,
and we have been working to reduce this time lag.
It is worth mentioning here that many countries are not used to doing environmental
assessment studies and this is a problem because these studies are required as a part of the
financing process.
There are also great transparency problems regarding the ownership of business or the
majority shareholders of businesses. Conflicts of interest can be avoided if there is full
disclosure of the ownership structure of both borrowing and lending institutions. This will
prevent situations where AfDB, for example, provides credit to a microfinance bank and a
majority shareholder of the microfinance bank then turns around and sees to it that the loan
application of another institution or business (of which he is the owner or majority
shareholder) is approved.
It is also important to mention that the capital market is another window in which private
investors may become securities holders. Such an experiment was done in Uganda and
succeeded. In Angola, however, there seems to be many problems related to this activity, due
to disincentives posed by Angolan legislation and due to the lack of relevant legislation.
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8. Presentation of P. Ferreira Pires
– Coordinator, Asset Fund for Housing Development (FADEH)
The Assets Fund for Housing Development
(FADEH) is a management entity that was
recently established under Presidential Decree
168/15. Together with the creation of FADEH,
the decree also established and activated a
management contract between FADEH and
Imogestin SA, a real estate management
company. In effect, FADEH will exercise
oversight over Imogestin, who will actually
manage the state housing projects.
It must be noted that previously, the government
had already created a public fund to ensure the
implementation of the national program of
housing construction. This particular fund will
still continue to have the responsibility of
gathering the necessary bank financing. On the
other hand, FADEH was created to "boost the housing sector" and "create a more efficient
and sustainable management model" in economic and financial terms. Under the supervision
of the Ministry of Finance, FADEH will assume the responsibility for the management of
public real estate assets, such as housing, business premises and plots for construction. "The
FADEH must mobilize bank financing to obtain the necessary financial resources to finance
housing projects through a sovereign guarantee [a State guarantee on loans to be obtained]."
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9. Presentation of Eng. Joaquim Oliveira
– Representative, Deloitte – Imogestin SA

Deloitte was hired in September to December
2014 to draw up an economic and financial
sustainability plan for all projects that were in the
purview of Imogestin. Part of the task was to find
a set of measures so that in the future, projects
would no longer depend mainly on the state
budget, and on the other hand, increase the level
of participation of the private sector in financing
the various project components. With the
financial constraints that we have witnessed in
recent times, the state wants to reduce its financial
exposure in such projects. It must be noted that
many of the projects have been under the purview
of SONIP, but were made from the indebtedness
of Sonangol.
An example of these projects is the Centralization
of Kilamba. When it began selling the 500 or
600 houses out of the 1,000 houses in its portfolio, the intention was to sell the houses for
cash. It must be noted that at this point in time, the household debt capacity in Angola was
very limited (i.e., about US$ 105,000). However, data from a December 2014 study by
Deloitte, using a market sample from Luanda, Dundo and Namibe, showed that the household
debt capacity in Angola is only US$ 75,000.
The Centralization of Kilamba found that while it set the selling the price of houses at US$
150,000, it had to sell the houses at a loss and reduce the prices by about half because the
clients could not afford the original selling price, and the banks would not give unsecured
loans to clients.
For some time, the model of “resolvable property” or “rent-to-purchase” was used, where the
clients would make down-payments for one year, then take possession and move into the
house, and continue to make monthly payments. This scheme had worked for the 5,525
houses given to civil servants because they have domiciled their wages and their salaries are
paid by the state, which makes loan repayments easy to process. However, in March 2014,
the executive (government?) suspended the resolvable mode of income and this manner of
financing ceased.
The idea of developing housing projects with the participation of institutions in the private
sector other than private and commercial banks was explored, and using cash loans instead of
the traditional financing schemes. This way, the Angolan business sector such as construction
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companies and enterprises dealing in building materials could directly participate in this type
of project.
The problem of finding financing for the construction of homes in the 1 million homes
program is a significant challenge. For the housing projects under the purview of SONIP
alone, we find that only 39% of the targeted 214,000 homes have been completed as of

November and December 2014. Rough calculations show that billions of dollars will be
needed to build the rest of the 214,000 homes.
The magnitude of the problem suggests that other possible solutions must be explored. One
such possible approach to funding the housing projects is to create a fund that can somehow
isolate the loans from “contamination”. The government has to establish a fund under the
authority of the Ministry of Finance (MOF), and that the fund must be provided with a
sovereign guarantee. The FADEH was created precisely for this purpose. However, the
feasibility of this approach is contingent on each project having a sound technical file, i.e.,
accurate information about the current cost of the project, the suggested selling price of the
homes, and a study of the economic and financial viability of the project. The state cannot
provide a sovereign guarantee for projects that do not have any kind of economic and
financial viability study.
It turned out that no feasibility studies can be found for the housing projects that have already
been implemented. The mass media also claim to have information that huge amounts of
money have disappeared from these projects. It must be noted that the resources used to build
these projects have come from Chinese companies, and Angolan exposure in many of these
projects is very low.
In the private sector it does not work the same way -- private banks can fund these projects,
but there is a ceiling at which the citizen is able to borrow. If I cannot afford to pay a house
worth US$ 200,000, the bank will not provide a loan for this amount. This brings us to
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another question, i.e., that the housing project that must be developed for these situations
must be in the form of public housing.
"Minha Casa Minha Vida" in Brazil is a successful example of a project that can be cited in
this regard. Cash is the basis of all funding, for all parties involved (e.g., companies financing
the construction, purchase of the homes, etc.), but there must be a risk assessment. We can
adapt and modify their approach to suit Angolan conditions (e.g., include close monitoring of
the projects as an important standard procedure).
Another possible mechanism that will help facilitate home ownership is to create a guarantee
fund to which a prospective home buyer will contribute. If the home buyer unexpectedly
becomes unemployed, this fund can guarantee the payment of up to 24 of his loan
installments.
Hopefully, the above suggestions can help fill the huge gap between the current housing
products that are available, and the high demand for affordable housing.
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10. Presentation of Arq. Joaquim Israel
– Administrator, the New City of Kilamba (Centralidade)
In my personal opinion, there was an excessive
subsidy in the price of the first Kilamba housing
units that were placed on the market, and these
prices are not sustainable. The Centrality of
Kilamba should not only offer “social housing
houses” but offer “social prices” as well. I say this
because the selling price in Kilamba does not
cover the construction cost of the houses.
In addition, these prices have unduly influenced
the market and have, in effect, become the
benchmark against which the prices of other
social housing units are compared. Thus, new
social housing projects will have to adopt the
Kilamba pricing structure, or else they will be
priced out of the market.
The Kilamba experience points to an urgent need for any housing project to be able to
provide or facilitate the provision of ownership titles to the housing units and/or the home
lots. This will lower the lending risk for the banks and provide it with the security to provide
financing and loans to prospective home buyers.
Each housing project needs to include the cost of infrastructure. Kilamba had to deal with
high infrastructure costs because it had to purchase additional land that will bring in the basic
infrastructure into the housing project area. This has made the housing units more expensive
to construct, and driven the actual cost of the units higher. Under normal conditions, the
housing developer only shoulders the cost of providing infrastructure within the project area,
and the government provides the external infrastructure leading to the project area. This will
be the case in many housing development projects because in many areas of the country,
basic infrastructure is wholly inadequate. It will be important to find a solution to this
problem.
The priority today is to lower the price of the housing units. In this regard, the FFH found that
they had to lower their selling price and they got into financial trouble because they had
bought the housing units at a certain amount, and had to sell the units at a price lower than the
purchase price.
We are getting some criticism in the new Kilamba housing phase that we call "KK5,000".
The critics say that the houses are not bad, but they seem to be designed for another segment
of the population, and thus more expensive than what the ordinary person can afford. They
point out that those who did not have access to housing units in the first phase of Kilamba
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should be accommodated in this phase. Those who can afford will always be able to find a
better place – for instance, they can buy homes in Talatona.
A 100 m2 social housing unit is a luxury that we have in Zango, in Kilamba, and other
centralidades. In other parts of Africa, the state provides subsidies for 45-40 m2 social
housing units, where the kitchen is on the street or in the yard. Here in Angola, we provide
100 m2 homes and get criticized because the house is expensive. The buyers have to realize
that they are paying for a big house, with a big lot (a social housing unit often comes in a 500
m2 lot). The infrastructure will be twice as expensive as the house itself.
I would say that the KixiCasa is a good project and this model should be adopted in more
areas. I also agree that the issues of land/home lot ownership and selling prices of housing
units are crucial, and need to be addressed as priorities.
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11. Presentation of Gisela Fonseca
– Director of Credit, the Angolan Investment Bank (BAI)
A sustainability strategy to mitigate the effects of
the economic crisis can be found through the
combined efforts of different stakeholders, and
the promotion and financing of the real estate
sector should both be a public and private
process. We are all willing to face financial
difficulties due to the reduced tax revenues from
the oil sector, and the creation of the FFH shows
that something has already been done in
response to the situation.
Financial institutions are the main partners of the
state in funding housing projects. There are
already many well thought out projects, and
many well-designed measures to facilitate
implementation are already approved although
not yet in place. Financial institutions have to
grant subsidized loans, but it is important to point out that it is necessary to create the
conditions to allow the financial institutions to receive a return from these loans as far as
possible. In the case of BAI, for example, we have a portfolio with approximately 36,000
million kwanzas in default (i.e., a 6% default rate).
It is interesting to note that although at present the situation is less favorable, we have a
smaller number of defaults on loans compared to last year, perhaps because the borrowers
now better understand that they have an obligation to pay what they borrow from financial
institutions. This is contrary to the popular notion that there is no need to pay loans borrowed
from financial institutions, particularly from government financial institutions.
The process of educating the borrowers about their obligations will take some time. In the
same manner, it will take time to improve our related systems, such as those dealing with the
legalization of documentation, enforceability of guarantees, etc. The systems are in place, but
need to be improved. At this point it is now possible to verify if certain customers who are
applying for credit have the capacity to pay.
Before, we were conducting risk analysis based only on the documentation presented by the
prospective borrower. These documents show whether the applicant has a steady job and
sufficient income that will allow repayment of the loan. However, we could not see if he was
indebted to other institutions. What happened is that many of our clients had outstanding
loans from other credit institutions and the debts continue to pile up to a point where he no
longer has the ability to pay the loans.
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Within this sector, we need to have an
integrated system that will allow us to crosscheck information, and towards this end,
there is still much to be done.
The National Bank created the CIRC
(Information and Credit Risk Centre) to deal
with issues related to risk, and now banks are
required to publish everything in its loan
portfolio. This will help in the risk analysis
because it will now be possible for banks to
check the level of indebtedness of the
customer.
There are still some constraints but in the
past, the risk of default was much larger
before than now, because with the documentation required then, there was no way to verify
what other loans certain customers already had. It is usually not possible to make a sound
judgment on whether to approve a mortgage application or not based on just the property
documentation, so we are working on improving the systems to make it easier to make such
informed decisions.
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12. Remarks from Cleber Corea
– Manager, Association of Real Estate Professionals of Angola (APIMA)1
The dynamics in the real estate sector is particularly
relevant when discussing the diversification of the
economy in Angola. The reason is that when more
listings are sold, this creates ripples of positive effects
in the other sectors of the economy. For instance,
construction companies will have more work and will
therefore employ more people, more products used in
the construction industry are bought and sold, and
domestic industry grows as a whole. All these create
more jobs and taxes. Therefore, the real estate market
moves an entire economy, 'pulling' industry and services
with it.
However, we must bear in mind that there is no real
estate asset without credit, and that credit comes from
the banks. According to the BNA data, banks reject about 86% of all housing loan
applications because of the high risk and lack of security in providing such loans. Hence,
there is no interest on the part of the banks to offer mortgages in Angola. On the other hand,
the only instrument that will ensure the availability of housing or real estate credit in Angola
is the mortgage. It turns out that a default on mortgaged property takes three years to be
resolved in Angolan courts, and within this span of time, the banks lose the opportunity
generate income because their funds are tied up in the mortgaged property.
We can solve this problem by implementing an alternative approach to housing finance, i.e.,
having a system that will quickly resolve the problems with defaults on mortgage loans
without the involvement of the courts in the first instance. This proposal, entitled 'Collateral',
has already been submitted by the Association of Real Estate Professionals of Angola
(APIMA) in 2011 to the Ministry of Justice. Unfortunately, this submission has not been
approved to date.
It is important to understand that when families obtain a loan or a mortgage from a bank or
financial institution to buy their homes, the bank will take their repayments and lend these
funds to other families. The more people pay on time, the greater the bank's ability to use that
money and lend to new families. Thus, the higher the compliance with the payments, the
more families (particularly younger ones) will benefit from available funding. On the other
hand, if people fail to pay, and it takes three years for the bank to resolve the issue in court
1

Mr. Corea was invited to this roundtable, but unfortunately, he could not personally attend the meeting.
Instead, we are including in this section some information gleaned from his interview with the newspaper
“Expansão” on September 25, 2015. The subject was on an option to improve credit in the real estate sector, a
topic that is very relevant to the discussions.
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and recover the borrowed money, many families are harmed because the banks in the
meantime cannot provide new home loans because they have no money to lend, as their funds
are tied up in the mortgage that is in dispute.
The ‘Collateral’ is a proposal to create an alternative law to recover the mortgage if the
debtor fails to comply with the repayment terms, even after having been notified and even
after the bank or financial institution has proposed a renegotiation of the debt.
Debt recovery happens without the involvement of the courts of law. The property is
auctioned, the debt is returned to the bank, and any surplus funds are returned to the original
borrower, who may at any time after this process, apply to financial institutions to obtain new
financing. If the auction is successful, the original borrower has to leave the property.
Many may find this proposed law unpopular because the prevailing sentiment is that the state
should be paternalistic and not allow people to lose their homes. But not allowing people to
lose their homes on one hand, and allowing people to not take responsibility for debts
incurred on the other, is not sound fiscal policy.
Someone needs to foot the bill.
Over time, this proposed the law will make sense to people because the cost of money or the
cost of borrowing money (i.e., interest rates) will be low because there is low risk on the part
of the lender. Since the default rates will be much lower with this law, the resolution of nonrepayment cases is fast. Thus, lower risk, lower cost of money. In this situation, a larger
portion of the population will have access to credit, which will be more easily granted by
banks, since the risk for them is smaller. The banks may not immediately respond by
lowering their interest rates and offering mortgages, but the high risk of lending, particularly
the high risk of default on loans, is one of the main reasons why banks do not offer mortgages
or housing loans.
The added value of all these is that over time, a favorable 'legal environment' will be created
that will allow the state and banks to obtain longer-term, low-cost international loans that will
promote housing. In turn, the prestige of the state increases immensely because the
population will have increased access to housing finance. The economy will have an added
stimulus that will lead to increased jobs, vocational training, growth of domestic industry, and
the resulting increase in tax collection. But what should be the role of the state in an economy
where interest rates are high and people have low income? It should create a housing policy
where interest rates are subsidized so that there is greater interest subsidy to buildings or real
estate of lesser value, and conversely, lower interest subsidy to buildings or real estate of
higher value. This environment will make it attractive for property developers to provide
housing products for the lower-income population. It may seem that the state is 'throwing
away' the money spent on providing this subsidy but in reality, these funds plus other benefits
are returned to the economy in the form of increased tax collection (IRT, INSS, Tax
Consumer and Industrial Tax, etc.) and the growth of the economy as a whole.
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13. General Conclusions
The following general observations can be made as a
result of the discussions during the roundtable:
• There was a consensus among the participants that it
is not sustainable for the government to continue to
subsidize the housing programs in the same way as in
the past.
• To encourage private sector participation in housing
finance in Angola, the challenge of expediting the
legal titling of land must be met. This will
significantly lower the lending risk for the banks, and
will encourage them to extend credit for housing to
individual borrowers.
• The challenge is to find ways to lower housing construction costs so that the selling price of
the dwelling units will be at the level of the borrowing capacity of individuals.
• It will be important for the housing sector to look at the lower economic segments of the
population where demand for housing is greatest – this means looking at self-directed
projects of modular houses that require low construction costs.
###
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Annex 1: Slide Presentation of Allan Cain
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Annex 2: Slide Presentation of Joaquim Catinda
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Annex 3: Slide Presentation of Abel Bastos
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