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Affordable Housing Finance in 
Africa: Issues and Opportunities 
	  

B Y  K E C I A  R U S T ,  C E N T R E  F O R  A F F O R D A B L E  H O U S I N G  F I N A N C E  I N  
A F R I C A ,  A  D I V I S I O N  O F  T H E  F I N M A R K  T R U S T  

The development of appropriate housing finance systems across Africa is challenged by a narrow focus on 
the mortgage instrument and a failure of housing policy and delivery systems to acknowledge and support 
the potential of incremental housing.  Even so, there are a number of players who are beginning to 
understand the diversity of affordability among Africa’s urban population – especially in the context of 
rapid economic growth – and they are identifying niche markets in which they can work.  There is 
innovation across the board: in the development of the mortgage market, new housing microfinance 
products and approaches, and in public-private partnerships that enhance housing affordability for a 
wider spectrum of the population.  These efforts need to be supported with good policy, and replicated in 
more contexts, so that the challenge of urban housing can be addressed together with the wave of 
economic growth that is sweeping the region. 

AFRICA’S MORTGAGE MARKETS 
By international comparisons, African mortgage markets are tiny. South Africa (at 30%) and Namibia (at 
20%) have the highest ratio of mortgage debt to GDP, and are the only countries in Sub-Saharan Africa 
with ratios above 5%.  This is versus countries in North America and Europe where mortgage loans 
comprise often over 40% of GDP and in the case of Denmark, Ireland, Switzerland, and the Netherlands, 
over 80% of GDP (Hofinet, 2011).  After South Africa and Namibia, North Africa has the most developed 
mortgage markets in Africa, with mortgage debt to GDP ratios of seven percent in Morocco, 5.9% in 
Tunisia, and three percent in Egypt (OPIC, 2006).  Kenya, with its relatively established mortgage market, 
has a ratio of only 2.5%, representing just over 13,000 loans (Walley, 2011).  



 The Impact of Affordable Housing Finance in Africa: Issues and Opportunities  
 

 

Page 2 

Figure 1 Mortgage debt to GDP 

 

Source: PovCalNet database, World Bank; OPIC (2006) 

While there is real room for growth in Africa’s tiny mortgage markets (and there are numerous examples 
of practitioners working in this space), the reality is that the vast majority of households will never be able 
to access a mortgage.  Walley (2010) argues that about 3% of households in Africa have an income 
viable for a mortgage.  While this number is higher in urban areas and significantly so in some cities, it 
remains the case that across the continent, the vast majority of households will need to access other forms 
of finance to meet their housing needs. 

Not all of the population needs government support.  Certainly, government intervention and subsidization 
for the most poor is still critically needed.  However, there is a substantial and growing segment of the 
population that has affordability for credit, which, if housing delivery systems were to support, could be 
channelled into housing.  A study undertaken by the African Development Bank (2011) found that “Africa’s 
middle class has increased in size and purchasing power as strong economic growth in the past two 
decades has helped reduce poverty significantly and lift previously poor households into the middle class.”  
By 2010, just over a third of Africa’s population, or nearly 313 million people, earned between US$2-
$20 per day.  This is three times the population in this category in 1980, and double the number in 1990. 

The African Development Bank research segments the middle class into two parts: the traditional middle 
class, which comprises individuals who earn between US$4-$20 per day, and the so-called floating 
middle class, who earn between US$2-$4 per day, and who are potential entrants into relative wealth as 
the economy grows further.  
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Figure 2 Percentage of national populations earning US$2-$20 per day 

 

If the 44% of Africa’s population that are the AfDB’s “middle class” of people earning between US$2 and 
$20 per day have affordability for finance, and comprise in some countries between 10 and 90% of the 
population, surely the challenge and opportunity is to develop a housing offering that is affordable to this 
market?  Current markets are structured to deliver much more expensive housing, however.  In July 2011, 
housing practitioners from across a series of African countries were asked to submit data on the costs of 
the cheapest, newly built house by a developer in their country, and the smallest size of a formal house.  
As illustrated below, in the majority of cases, size and cost correlate.  With the notable exceptions of 
Ghana and Uganda, that seem to manage large size houses at affordable prices; and South Africa, 
Zambia and Mauritius, which seem to have particularly high cost entry-level housing; the relationship of 
house size and cost seems to be consistent across the houses surveyed.  Zimbabwe’s effort to reduce house 
sizes further, to enable greater housing affordability, is important. 

Figure 3 Price and size of the cheapest newly built house, by a formal developer (2011) 

 

Source: Email correspondence with colleagues in different countries 
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A new house delivered is not necessarily an end product.  With the growth of microfinance across the 
continent, the use of microloans for housing is becoming prevalent, and an incremental housing process that 
proceeds in line with a household’s means, affordability becomes possible.  In some countries, explicit 
efforts to build a housing microfinance sector are contributing to the trend.  For example, in Tanzania, 
Rooftops Canada has been working with the WAT Human Settlements Trust and the WAT Saccos to 
develop a housing microfinance product that targets the AfDB’s floating class.  The intention is to scale up 
to at least 1000 loans per year, providing both financial and housing support services, so that incremental 
builders have the necessary technical support to deliver a quality product.  Also in that country, a number 
of housing micro lenders have together formed the Housing Micro Finance Working Group, to promote the 
development of the industry.  Rooftops Canada is working with its partners to develop a regional support 
programme for Housing Micro Finance that will promote the growth of the sector further, across Sub-
Saharan Africa.  Habitat for Humanity is also working in many countries, promoting Housing Micro Finance 
together with housing support services.  Homeless International is similarly involved, with projects in Angola, 
Ghana, Kenya, Malawi, Namibia, Tanzania, Zambia and Zimbabwe.  Working with poor peoples’ 
organisations in each of these countries, mobilizing savings groups and connecting groups with the 
commercial sector, these initiatives are seeking to build a housing microfinance sector that mobilizes the 
affordability of low-income earners for housing purposes. 

A more recent development is that this activity is not limited to non-profits.  Commercial enterprises are 
also entering the housing microfinance sector, recognizing the opportunities for a real return in meeting the 
needs of an underserved market.  Select Africa Limited is a retail financial services group that targets the 
working poor, offering housing microloans to borrowers who then construct their housing incrementally.  
Pulse Financial Services in Zambia provides home improvement loans on a commercial basis.  In Nigeria, 
Alitheia Micro Home Loans Facility (AMHLF) is a debt facility operated by Alitheia Capital Limited in 
Nigeria, that will provide capital to micro finance institutions (MFIs) for on-lending to the economically 
active poor (the target market) to finance a home improvement/completion/ extension project. This facility 
seeks to improve the production and management of the target market’s own strategies – an initiative of 
“support” rather than “supply”.   Housing microfinance is a relatively new initiative in Nigeria. While 
majority of existing MFIs recognise the need to offer this product, there is a great deficit in capacity and 
resources. 

A key challenge facing housing affordability, and the distance that even a micro loan will go, is the price 
of cement.  Figure 1 is based on data provided by in-country practitioners, responding to an email 
invitation to  report data in July and August 2011.  Prices vary considerably, from the lowest in Mauritius 
(where government controls some of the price through bulk purchase), to the highest in 2011 in Niger.  
Because cement is so heavy, cement prices rise dramatically when it has to be transported long distances. 
For example, in Malawi, Niger, Rwanda and the DRC, prices are greater than US$12 per bag.  Data for 
Botswana and Mozambique also illustrates this point, where the price for the capital city is lower than for 
external areas. 
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Figure 4 Price of cement (per 50 kg), 2010 and 2011  

 

Source: Email correspondence with colleagues in different countries 

A recent report by Fitch Ratings suggests that the strong growth in Sub Saharan Africa is likely to continue 
into the future.  

SUB-SAHARAN AFRICA IS CHANGING.  THE REGION’S RESILIENCE TO THE GLOBAL FINANCIAL CRISIS OF 2008-2009 

DEMONSTRATES THIS.  IT EXPERIENCED A SLOWDOWN IN GROWTH TO 2.8% IN 2009, BEFORE STAGING A ROBUST 

RECOVERY TO 5% IN 2010.  THE ONLY OTHER TWO REGIONS THAT EXPERIENCED A SLOWDOWN IN GROWTH, 
RATHER THAN A RECESSION, WERE DEVELOPING ASIA, AND THE MIDDLE EAST AND NORTH AFRICA.  THIS IS A 

COMMENDABLE PERFORMANCE.  

-FitchRatings (2011) Sub-Saharan Africa. Outlook and Challenges: Special Report.  First published in 
World Economics 12(2) in July 2011.  www.fitchratings.com 

This performance significantly improving on the 2.5% growth rates of the 1980s and 1990s, is due to 
better governance, macro economic policy, and the growth of competitive markets in many of Africa’s 
economies.  The growth of the middle class, to be a substantial force in the economic prospects across 
Africa, is an important indicator of this progress.  The middle class is also the fulcrum around which new 
growth will continue.  This is a new target market, with an almost insatiable demand for goods and 
services as well as for housing.  The challenge to housing finance providers across the continent is to 
develop appropriate products that build on the capacities of the middle class and low income earners, 
while also responding to their needs and constraints.  Appropriate housing finance that meets realistic 
capacity and expectations of borrower demand must innovate around developing knowledge of these 
new borrowers.   

It is into this space that accurate and forward-looking information and data systems are critical.  Investors 
rely on data to make decisions about their investments.  Without information, they either look elsewhere 
for opportunity, or make decisions guided by their experience and broad market assumptions. This 
diminishes the potential for innovation and ultimately undermines a pro-poor approach. 

A key area for innovation involves stepping beyond the narrow silos of housing finance and housing 
construction, and finding the link between the two in such a way that promotes incremental processes that are 
affordable to lower income earners.  As the private sector seeks to develop this niche market, governments too 
should take note and revise regulations for housing delivery so that they facilitate the availability of 
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affordable housing that is incrementally, progressively achieved. The potential for scale is substantial, however, 
and the investment in innovative approaches at this stage will translate into exponential growth in the future. 
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Annex 1: Innovation in mortgage and secured lending 

Innovation in mortgage lending is working towards extending mortgage access down-market.  The following 
are some examples of innovative practice in the mortgage and secured lending space being implemented 
throughout the continent. 

In Tanzania, the establishment of the Tanzania Mortgage Refinance Company (TMRC) in 2011 has injected new 
capacity into the Tanzanian housing sector.  The TMRC is a mortgage liquidity facility that provides refinancing 
(wholesale / secondary market lending) to Primary Mortgage Lenders in Tanzania.  It is a private institution 
owned by ten commercial banks.  It supports its member banks in mortgage lending by refinancing their 
mortgage portfolios.  TMRC serves as a secure source of long-term funding and acts as an efficient way of 
connecting long-term investors with institutions generating long-term assets.  In the provision of long-term 
funding at attractive rates, TMRC lowers the costs of funds for its members, which then leads to lower mortgage 
rates, improved affordability and an extended range of potential borrowers.  The TMRC facilitates member 
banks to extend mortgage maturity to be in line with normal mortgage products rather than the shorter tenors 
that prevailed in the past.  In addition, the TMRC contributes to the growth of Tanzanian Capital Markets 
through the issuance of TMRC bonds to source funds for the long-term lending to member banks.  The TMRC 
also assists in the mortgage practice in Tanzania through specialized training of member banks on the 
origination of mortgages.  The liquidity it offers also facilitates the entry of new mortgage lenders in the 
market. 

Egypt has had such a facility for some time (since 2006), but the TMRC is the first such arrangement in sub-
Saharan Africa. Both facilities were initially funded with a World Bank loan.  As the TMRC develops a track 
record and offers proof of concept in Tanzania, plans are to establish a similar facility in Nigeria – the Nigeria 
Mortgage Corporation. 

Another intervention to enhance access to mortgage finance in a number of countries is Home Finance 
Guarantors Africa Reinsurance Limited's work with domestic insurers in Zambia, Tanzania, Rwanda and Ghana 
to offer a collateral replacement guarantee.  HFGARe has been working since 2008 and its first partnerships 
in these four countries have been launched this year.  The insurance package is aimed at bridging the gap for 
borrowers who lack the savings necessary to pay the requisite deposit for a mortgage, but who have the 
capacity to pay over a particular period.  As such, the scheme will be particularly interesting for first time 
homebuyers who haven’t yet amassed equity in previous property. 

The risk of default is also dealt with innovation in Morocco, where a guarantee scheme, Fogarim, has been 
developed to encourage banks to finance low and irregular (informal) income households.  A precondition of 
Fogarim is that the borrower is a first time homeowner whose income is informal.  The monthly loan payment 
should be less than about US$176 (DH1500).  The guarantee covers 70 % of the loan, which must have a fixed 
interest rate.  Guarantee commitments are limited to eight times the fund’s equity and the borrower must have 
life insurance, and the house itself must be secured with a mortgage.  The premium for the guarantee is 
correlated with LTV.  To date, Fogarim has served about 80 000 borrowers, with about 1200 new borrowers 
coming on stream each month.  The total value of outstanding guarantees is reported as US$1.3 billion (DH11 
billion).  Of course, Fogarim is just one instrument within a wider suite offered by the government to enhance 
access to housing finance in Morocco.  With a housing shortage estimated at about 500,000 units and a growth 
rate of 150,000 new households per annum, the government has been under pressure to ensure a 
comprehensive mortgage finance system that meets the needs of as many Moroccans as possible. 

An initiative in Kenya, presented at the Shelter Afrique Symposium in June, illustrates a different approach to 
enhancing access to housing finance and affordable housing.  Jamii Bora Makao is an affordable housing 
developer and financier that has developed an integrated financing and delivery approach. By centralizing 
and integrating all the components of the housing delivery chain, from land purchase to infrastructure 
investment, construction and development financing, housing construction and end user financing, to the long-
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term property management of the settlement, and by undertaking most of this internally, Jamii Bora has been 
able to contain costs and provide an exceptionally affordable product. In the end user financing, Jamii Bora is 
working towards a model where it manages the administrative costs of working with borrowers of small 
amounts, but a commercial bank provides the mortgage financing. 

Pension-backed lending, where a loan from a third party is secured by the withdrawal benefits of the 
borrower’s pension fund rather than the title of the property, is legally possible in a number of southern-African 
countries, but up until now has only been a significant feature of the housing finance market in South Africa.   In 
Namibia, First Capital Real Estate, a non-bank lender, will manage the pension-backed mortgages.  The 
scheme is being hailed as a pioneering step towards alternative housing funding arrangements.  Namibia’s 
experience in drawing pension fund and capital market capacity into the affordable housing sector is certainly 
something other countries will also watch as they develop their own strategies.   Within Namibia, it may also 
lead to other, private-sector pension funds conceding the use of pension assets as security for housing lending, 
something they have been reticent to support in the past. 
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Annex 2: Challenges facing traditional housing developments 

First, the process of developing land is not an easy one, and is often encumbered by regulations that are 
so deeply buried in history and practice, they are virtually impossible to overcome.  The World Bank ranks 
countries on the ‘ease of doing business’, on the basis of a number of key indicators.  Among these is the 
number of days it takes to register a property. In very many countries, registering properties has become a 
relatively easy procedure, taking less than two weeks, and costing only a small percentage of the purchase of 
the property itself.  In Nigeria, Guinea Bissau, Angola and Senegal, however, it takes over 40 days.  These 
delays, of course, also contribute towards the overall costs of property.   Evidence of these challenges is found 
in the high backlog figures: an estimated 2.1 million units in South Africa, 1.25 million units in Zimbabwe, 2 
million units in Kenya and Madagascar, respectively, 3 million units in Tanzania, 1.2 million units in Algeria, and 
300,000 units in Namibia.  Botswana’s Self Help Housing Association projects a backlog of about 15 years and 
the Mauritian National Housing Development Corporation has a waiting list of some 20,000 units.  In all of 
these cases, it is the process of housing delivery that is, in part, undermining the rate of supply. 

A second challenge is access to finance.  Investment in Africa notwithstanding, only a fraction of this finds its 
way to a housing end.  In part, this may be because the resources and commodities sectors are so strong.  A 
2011 Ernst & Young poll that asked investors to identify the best area of investment in Africa. Results showed 
that 25% said mining and metals; 21% said oil and gas; and 15% said consumer products.  It may also have 
to do with the fact that housing is complicated, dependent on very many other processes, and that there are 
still insufficient developers who have cracked the code to deliver efficiently and cost effectively.  Still, a review 
of FDI flows in the last two years gives an indication of investment interest in countries – and this should suggest 
an investment interest in the housing demand such economic activity will create.1  The cost of finance is another 
factor, and in many countries, the spread between the Central Bank Rate and Prime, is significant.  This 
suggests relatively inefficient banking infrastructure, and a clear role for the State in managing the 
macroeconomy in ways that shift investor attention to housing-related opportunities.   

A third challenge faced by investors and the developers they work with, is a lack of infrastructure, and 
particularly, access to serviced land.    The annual infrastructure backlog across the continent was recently 
estimated by the Financial Mail to be worth as much as US$93 billion.2  While this presents tremendous 
opportunities for the providers of infrastructure (something that is the subject of considerable debate and 
interest), it is an unresolved challenge for residential developers who expect infrastructure services to be in 
place.  As a result, and as evidenced by Nairobi’s Tatu City or Lusaka’s Lilayi project, the new developers are 
beginning to frame their developments as self-serving estates, with their own water and sewage systems, 
electrical substations, and even in some cases, local management.   

The final, and possibly most significant challenge of course, is the affordability to consumers.  It is estimated 
that over a third of Africa’s population in 2010 earn less than US$2 per day.  While 18.8% of the population 
earns more than US$20 per day, analysis by the World Bank suggests that only about 3% of the population in 
Africa has an income viable to support a mortgage.  

                                                
1	  African	  Economic	  Outlook	  (2011)	  www.africaneconomicoutlook.org/en/	  	  Note:	  that	  2008-‐2009	  is	  not	  the	  best	  period	  with	  which	  to	  review	  investments	  –	  investment	  
around	  the	  world	  declined	  dramatically	  in	  this	  period.	  	  The	  graph	  should	  not	  be	  read	  as	  an	  indication	  of	  volume,	  but	  rather	  an	  indication	  of	  the	  country	  focus	  of	  investors.	  
2	  Munshi,	  R.	  (2011)	  Investing	  in	  Africa	  in	  numbers.	  Financial	  Mail.	  Thursday,	  25	  August	  2011.	  www.fm.co.za	  
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