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The purpose of this presentation is to: FINM

Introduce access frontiers using practical examples from
Botswana, Malawi, Tanzania and Zambia

Explore potential demand for housing finance products in these four countries

|dentify how the analysis could be improved or made more useful



FINM

Agenda

An introduction to access and access frontiers




Access Is not the same as usage — there may be more people

who have access to a product than the number who choose to _
use the product. Conceptually access is the point of intersection
between supply and demand

Value proposition

Who? What? P
Core Marketing
Target o -
product and Distribution Servicing
market -
features education
= Target market = Product type = Key marketing = Sales channels = Anticipated level
>|  definition = Deposit messages and & capacity of interaction
% = Qualifying » Interest rates / channels = Distribution = Servicing
S|  criteria fees = Product models channels /
| (borrower and = Payment education model &
house) frequency & min. capacity
payments
Access
- * Needs and = Proximity to /
c| = Size of the objective = Levels of = Proximity to / reach of
g target market = Affordability awareness reach of sales servicing /
o| = Percentage who = Income frequency = Use of media channels payment
a qualify for the = Availability of = Message = Preferences channels
product liquid savings ‘resonance’ = Levels of trust * Preferences




Given supply and demand-side data the Access Frontier
Methodology developed by David Porteous enables an

iIdentification and quantification of access barriers. It segments
those who do not yet use a product into various market zones

FINM

Currently has /
uses the product

Total market

Too poor

Does not have
access to the
product

Does not have /
use the product

Excluded by
design

Excluded by
default

Has access to the
product but does
not use it

Does not want the
product

Potential users

’

’

J

Market
redistribution zone

Market development
zone

Market enablement
zone

Source: Based on a paper entitled “The Access Frontier as an Approach and Tool in Making Markets Work for the Poor” by David Porteous



To build an access frontier you need to start with a specific
product category, and then gather fairly detailed data on the

product specs
Loan term and size/
Depositand LTV

* Minloan size: P50,000 (US$7,315)
* Avgloan size: P550,000 (US$80,465)
» Maxloan term: 20 years

Interestrates and fees

* Interestrate: P+1% typically

(F:?sitilvzzr(;?\al * Minimum monthly repayment: P550 fees _
(US$80) » Repayments: Typically
Bank) * Min 10% deposit monthly (can be quarterly)
* LTV aligned to different areasin the
country
* Minloan size: MK1.2m (US$24,000) e Interestrate: prime, currently
» Maxloan term: 20 years 17.75%
* Minimum monthly repayment:  Arrangement, legal, stamping
Malawi MK21,883 (US$150) and registration fees
* Min 10% deposit » Repayments: monthly,
(Standard Bank) quarterly or biannually(inrare
cases)
* Minloan size: TZS 5m (US$3,087) * Interestrate: 18% p.a.
* Avgloansize: TZS 200m * Loan Arrangementfee, Loan
(US$123,495) Administration fee
il » Maxloan term: 15 years » Repayments: Not necessarily

* Minimum monthly repayment: TZS
80,521 (US$50)
* Min 20% deposit

monthly (butincome must be
“regular, reliable, sustainable
and sufficient to service the
loan”)

(Azania Bank)

» Minloan size: K80m (US$16,100)

» Maxloan term: 10 years

* Minimum monthly repayment:
K1.5m (US$300)

* Min 20% deposit

* Interestrate: 19%-22%
* 1%arrangement fee
* Repayments: monthly only

Zambia
(Barclays)

charged (Prime currently 11%)
» Admin, legal and conveyancing

FINM UsT

Qualifying criteria

 Borrower

» Maxrepayments may not exceed 40% of income

» Proof of income; 3 month bank statement (any); ID card; Clean

account conduct / credit worthiness; Max 60 years old; Insurance

» House

» Sanitation (connected to sewer line);

» Loan for complete or incomplete structure

» Loan for vacant land

 Borrower
» Maxrepayments may not exceed 35% of income
» Proof of income, identification and address; bank account for 6
months; Min age 18, Max age 55;
* House
» Letter of offer for property; copy of title deed; building must bein a
major city; insurance required
» No loan for construction
» Noloan for vacant land
 Borrower
» Maxrepayments may not exceed two thirds of income (67%)
» Proof of income; Voters Card; Good credit history; Min age 18, Max
age 60; Insurance
* House
» Building permit; Arch. Drawing; Bills of Quantities; Title Deed,;
Valuation Report; Purchase agreement; No specification for
sanitation/building materials;
» Noloan for vacant land

 Borrower
» Maxrepayments may not exceed 50% of income
» 3 months payslips; copy of NRC; 6 months bank statements;
confirmation of employment; max 55 years; min 21 years
» House
» Certificate for sale; copy of title deed; must be in area with
Barclays presence; insurance required
» No loan for construction
» No loan for vacantland



Product details: Unsecured personal loan

Loan term and size

Botswana No product data available
* Minloan size: MK 35000 e Interest rate: between prime
(US$230) +2% and prime +6.5%
Malawi » Maxterm:5 years » 1%fee is charged
(Standard * Repayments: monthly
Bank)
* Minloan size: TZS * Interestrate: 18% p.a.
300,000; max loansize: e« Loan application fee of 1% and
TZS 2.5m (US$ 185- loan insurance fee of 1%
1,544) charged at inception
Tanzania * Maxterm: 2 years * 4%-5% fee for upgrading or
(WAT SACCO) new construction; 10%+ for
green field development
charged at inception
* Minloan size: K3m * Interestrate: based on
Zambia (US$600) market price of cement
Habitat f * Maxloan size: K12m * Repayments: monthly
(Habita . ol (US$2400) * Applicationfee and
Humanity) « Max term: 5 years administrative costs

Interest rates and fees

FINM

Borrower qualifying criteria

» Proof of income, identification and address

« Letter of introduction from employer

» Max 55 years of age

» Bankaccount for at least 6 months

* Maximum repayments may not exceed 30% of income
* Monthly income

* Cleanaccount conduct

« Account with WAT SACCO (need to earn at least $6 per day for new
construction loans but not for upgrading loans) with at least 2 months
savings history

* Minimumage 18

* Income received at least monthly; economically active

* Proof of income

* Proof of housing, including a site visit and liaising with guarantors

* Voters Card

» Maxrepayments may not exceed 40% of income

* Letter of recommendation from community leaders
* Last payslip or letter from employer

* Minimum 18 years of age

» Willing and able to help neighbours with their houses
» Copy of NRC



On the demand side, survey data provides insight into the FINM
characteristics of the market

Botswana 2009 Malawi 2008 Tanzania 2009 Zambia 2009

= Nationally representative
survey of adults

= Focus on financial products
usage patterns, attitudes
and perceptions

= Peoplesurveyed: Adults
18+

= Datesin field: March to
May 2009

= Total weighted: 993 854

= Total observations: 1400

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009




FinScope provides data to profile the market. According to
FinScope Tanzania there are 21.2 million adults aged 16+ in the
country. Over half (53%) earn less than TZS 50,000 (roughly
US$31) per month

FINM

Personal monthly income
(Adults 16+)

Refuse to answer 5.2%
TZS 1000001 and above | 0.0%
TZS500001-TZS 1000000 0.2%
TZS 400001 -TZS 500 000 0.3%
TZS300001-TZS 400000 0.8%
TZS200001-TZS 300000 1.8%
TZS 100001 -TZS 200000 5.4%
TZS 80001 -TZS 100 000 5.2%
TZS60001-TZS 80000 5.3%
TZS50001-TZS 60000 5.8%
TZS40001-TZS 50000 8.2%
TZS30001-TZS 40000 7.1%
TZS20,001-TZS 30,000 10.0%
TZS 15001 -TZS 20 000 6.9%
TZS10001-TZS 15000 4.7%
TZS5001-TZS 10000 6.1%
TZS1-TZS5000 3.7%
Noincome 6.0%
Uncertain/Don't know 17.2%

0% 5% 10% 15% 20%

Percentage
Source: FinScope Tanzania 2009 (Note: Exchange rate correct as at 31/8/2011)

Note: The exact question reads “Which amount best describes the average total monthly personal income before tax and other deductions. Include all sources of income,
i.e. salaries, pensions, income from investment etc.”



The survey highlights differences in income sources between
rural and urban areas . Findings for Tanzania are similar to FINM
those in Malawi and Zambia

Sources of Income: Urban Sources of Income: Rural
(Adults 16+, 5 904 285) (Adults 16+, 15 266 170)

47% (56%) % (42%)
11% (78%)
8% (76%)

Money from family/friends/ spouse

37% of women,
14% of men

59% of women,
29% of men

Running your own business (non farm related) 22% (84%)
19% (79%)
18% (4%)

9% (93%)

Employed in the informal sector

69% (3%)

Sellown produce from my farm (food crops)

4% (771%)

Employed in the formalsector (e.g.in an office)

Agricultural trading - buying and selling produce 5% (37%) Number in parentheses 7% (27%)
represents proportion
Sellown produce from my farm (Cash crops) 5% (4%) receiving the income 25% (2%)
Sub letting of house/rooms 5% (68%) mopthly Ortrlnore 1% (55%)
requently

Sellmy livestock (goat, sheet, cattle, chicken) 4% (22%)
3% (80%)

3% (34%)

15% (10%)
1% (54%)
9% (16%)

Employed to do other people's domestic chores

Employed on other people's farm on seasonal basis

2 or more sources of income 41% 62%
3 or more sources of income
| do not get money
0% 25% 50% 75% 0% 25% 50% 75%

Percentage
Source: FinScope Tanzania 2009
Note: Income sources left out due to small sample sizes includes: Employed on other people's farm on a full time basis, Fishing - catch fish & sell, Aid agency/NGO/govt
assistance in form of money, Earning money from investments, Sub letting of land, Sell output from my cattle/livestock, pension that you receive



FinScope’s primary focus is on financial products. According to
FinScope Tanzania usage of banking products and servicesin F'NM

that country is low, particularly in rural areas

Banking products and services currently have - urban

(Adults 16+)

Savings account

ATM card

Post Bank account

Personal loan from a bank

JK Funds/Mamillionya Kikwete
Fixed deposit account
Debitcard

Currentaccount

Creditcard

Bank overdraft

Loan to buy building materialsto renovate or
extend a house from a bank

Loan to build a house from a bank
Loan to buy land from a bank

Loan to buy a house from a bank

Source: FinScope Tanzania 2009

15.9%
14.0%
. Small
0.1% sample
0.1% sizes
’ (n<40)
0% 5% 10% 15% 20%

Percentage

Banking products and services currently have - rural

(Adults 16+)
5.0%

3.6%
0.2%
1.1%
| 0.2%
0.2%
0.0%
0.0%
0.0%
0.1%

0.1%

Small
sample
sizes
(n<40)

0.1%

0.0%

0% 5%

10% 15% 20%



In contrast 64% of urban adults and 71% of rural adults say
they currently use some kind of savings or investment
mechanism. Hiding savings (presumably cash) and using non-

monetary items is common

FINM

Savings/investments products currently have - urban

Savings/investments products currently have - rural

(Adults 16+) (Adults 16+)
Savingsyou keep in a secret hiding place 35.8%
Savingin non-monetary items 30.9% 54.3%
Savingswith a ROSCA/merry-go-round
Savingswith a welfare group
Savingsgivento a family or friend to keep
Savingswith a clan/family group (not ROSCA or ASCA)
NSSF 3.4% 1.0%
Savings through insurance schemes 2.8% 2.5%
Savingsaccountata SACCO 2.4% 2.8%
Savings at microfinance institution 2.20p 1 1 0.2% T
Saving with a businessman for safekeeping 1.7% 1 1.1%
Savingswithan ASCA 1.4% { 1.2%
Employersavingsscheme I 1.3% Small | 0.6% Small
Savingswith a group at my work place (not SACCO) 1.1% Sample 1 0.4% Sample
Slzes . Slzes
Savings using a mobile phone e.g. M-PESA | 0.8% (n<40) 0.2% (n<40)
PPF | 0.8% 0.3%
Sharesin the Stock Exchange | 0.5% 1 0.1%
2S5F | 0.2% 1 0.0% |
. ! . . . . . . . . . . . .
-10% 0% 10% 20% 30% 40% 50% 60% 0% 10% 20% 30% 40% 50% 60%

Source: FinScope Tanzania 2009

Percentage



Savings or investing activity primarily relates to income
smoothing and precautionary motives. There is some, albeit

limited, savings for housing

FINM

Reason currently saving/investing - urban

Reason currently saving/investing - rural

(Adults 16+) (Adults 16+)
Meet household needs when you have little/no money 45.9% 49.3%
Emergency (burial, medical) 43.5% 44.8%
Education of yourself, children or siblings or others
Laterin life/old age
Expanding your business 9.2%
For social reasons (wedding, travel, bride price) 9.1%
To acquire household goods 5.2%
To leave something for your children 4.4%
Agricultural inputs 4.2%
Improving a house b 4.0%
Starting up a new business 3.4%
To pay off debt faster : 3.0%
Purchase or build a house for your family to live in h 3.0%
Purchase of livestock /cattle 3.0%
Agriculturalimplements 2.4% small
sample
Purchase land } 1.2% sizes
Purchase or build a house to rent out h 0.8% (n<40) ]' SS?;Z‘L' (slirzgl)e
f 1 T T T T T 1 r T - T T T T 1
-10% 0% 10% 20% 30% 40% 50% 60% -10% 0% 10% 20% 30% 40% 50% 60%

Source: FinScope Tanzania 2009
* Several categories were excluded due to very small sample sizes

Percentage



According to the survey very few adults in Tanzania are

currently borrowing — including borrowing to build or improve & 'N™

house

Reason currently borrowing money - urban
(Adults 16+)

5.0%
4.5%
4.3%

For meeting day to day expenses
For buying household goods and appliances

NR

Reason currently borrowing money - rural

For expanding your business / buying more stock 2.6%
For social reasons (eg. wedding travel, birthday) 2.2% i
For education of self, children or siblings or others 2.0%
For medical expenses 1.6%
For setting up a business 1.5%
For building or improving a house _ 1.4%
For purchasing means of transport 1.3% Small
For farming activities 1.1% Sample
Slzes
For burial expense 0.8% (n<40)
To pay off debts 0.4%
For meeting annual expenses eg. rent 0.4%
Purchase of land h 0.3%
For purchase of livestock I 0.2%
Purchase ahouse l 0.2% J
i T T T T )
Source: FinScope Tanzania 2009 0% 2% 4% 6% 8% 10%
* Several categories were excluded due to very small sample sizes Percentage

(Adults 16+)
5.3%
6.3%
Small
sample
sizes
(n<40)
0% 2% 4% 6% 8%

10%



While the survey focuses on individual adults, in order to
assess households or dwellings we can restrict the analysis to
household heads

FINM

Relationship to head of household
(Adults 16+)

Head of Household
9,403,438
44%

Not related /

Not specified
99,625
0,
o Spouse
Brother/ Sister / 5,5260,821
Parent Child / Nephew/ 28

986,798
5%

Other relative
1,333,540
6%

Niece
3,820,233
18%

Census 2002 estimate of number of
households: 7,098,213

Source: FinScope Tanzania 2009



FinScope contains useful data on housing conditions. It
highlights differences in tenure between rural and urban
areas. In urban areas a third rent while a quarter have a
certificate of ownership. In rural areas 5% rent

FINM

Tenure of the land/farm on which you live

Urban: 2,205,694

households
(HoH)

Owner occupied - has no
certificate of ownership

72373:07/91 104,655
5%

Owned under customary
law

Leased/Rented from
others
708,971

Owner occupied - has 32%

certificate of ownership
550,492

25%
Borrowed from others

113,785
5%

Source: FinScope Tanzania 2009

Rural: 7,197,744

households
(HoH)

Owner occupied - has
no certificate of
ownership
4,856,501
67%

Ownedunder
customary law
803,528
11%
ied-h
Ownceerr(;;:f(i::gee gf = \_Leased/Rented from
ownership others
950,883 Borrowed from others 3226117
13% 264,716 5%

4%



In Malawi renting is also high in urban areas

FINM

Dwelling tenure of dwelling currently living in

Urban: 465,522

households
(HoH)

Owned by another
member of your family
17,324
4%

Owned by

you
195,641
42%
Other/ Not specified \- Provided by your
425 employer rent free
0% 51,344

11%

Source: FinScope Malawi 2008

(HoH)

Rural: 2,618,070

households
(HoH)

Owned by you
2,362,575
90%

Owned by another
member of your family

Other/ Not specified
14,007 63253 >
1% .
Provided by your Rented
employerrent free 75,726
102,527 3%

4%



This is in line with findings for Zambia

FINM

Dwelling tenure of dwelling currently living in

Urban: 754,618

households
(HoH)

This dwelling is provided
toyou/ your household
Other rent free
5,585 98,701
1% 13%

You/ your household
rent this dwelling
321,013

You own this dwelling 43%

295,850
39%
A member of your
household owns this
dwelling
33,469

4%

Source: FinScope Zambia 2009

(HoH)

Rural: 1,935,972

households
(HoH)

You own this dwelling
1,463,417
76%

__Other
21,157
1%

his dwelling is provided
toyou/ your household

J rentfree
A member of your 278,877
household owns this 14%
dwelling You/your household
88,769 rent this dwelling
5% 83,752

4%



In Botswana there is very little distinction between rural and
urban areas. In that country 41% of household heads rent theirFinm
houses. For those who own, self-build dominates

Household ownership of house “How was this house acquired?”
(HoH) (HoH, Own their house)
No Answer T

26‘2’55 ///’// Self built: Owner occupied — 84.9%
b ~

Inherited: Owner occupied . 6.8%
Purchased: Owner occupied . 6.3%
Rent: Government | 0.8%
Rent own T
W
181,006 262 866 Rent:Council | 0.5%
41% . i Small
59% sample
Rent: Individual | 0.4% L ) P
i Slzes
. (n<40)
Free: Income jobrelated | 0.2%
Rent:Company | 0.1%
\\\\\\\ Rent: Botswana Housing Cooperation
\Rent: Village Development Committee
0% 20% 40% 60% 80% 100%
Source: FinScope Botswana 2009 Percentage

* Proportions of households using credit products for housing is low in this survey — it is difficult to determine how the remainder of these households own their homes



In Zambia, the majority of homeowners built their own
dwellings. This is particularly the case in rural areas. In the FINM
mayjority of cases households rely on savings

“How did you get the dweling?”*
(HoH, own their dwelling)

Urban: Own dwelling — Rural: Own dwelling -
295 850 1463417

_ Inherited

Inh

nherited _/ Other Bought 129,404
27,142 6,900 101,803 9%
9% 2% ) ;

%

My family bought it
7,786 My family bought it Other
3% 5,646 28,913

0,
0% Missing Data 2%

2,680
0%

Source: FinScope Zambia 2009
* Note: This question was asked only to those respondents who claimed to own their dwelling



FinScope also contains data on building materials. In Tanzania
these differ noticeably for urban and rural dwellings, as they doinm

in Malawi and Zambia

100%
5%
50%
25%

0%

60%

40%

20%

0%

100%
5%
50%
25%

0%

Urban: 2,205,694

89% households

HoH ) )
(HoH) Main material

used for roof*
% 3% 1%

Metal/iron Grass, Leaves, Concrete and Tiles
sheet Bamboo, Cement

51%
Main material
21% 19% used for walls*

N .
.

CementBricks Baked Bricks  Sundried Poles and

bricks mud

76%

Main material

used for floor*
23%

Concrete and cement Earth

Source: FinScope Tanzania 2009

Note: Roof materials exclude asbestos for both urban and rural as well as mud and grass for urban and tiles for rural; Wall materials exclude stones, timber, grass for both
urbanand rural

100%
5%
50%
25%

0%

60%

40%

20%

0%

100%
5%
50%
25%

0%

Rural: 7,197,744

households
HoH
52% (HoH)
38%

0
9% 1%

Metal/iron Grass,Leaves, Mudand Concreteand
sheet Bamboo, grass Cement

33% 30% 28%

Poles and Sundried BakedBricks CementBricks
mud bricks

82%

18%

Earth Concrete and cement



We can use this data to characterise dwellings in line with
other household surveys

Traditional Housing Permanent Housing Semi- Permanent Housing
* Roof: mud & grass , grass/ Built using durable modern Built using more durable
leaves/bamboo OR materials materials than traditional
» Walls: poles and mud, grass = Roof: Concrete and housing but not permanent
* ORboth Cement, Metal/lron
sheet, Asbestos, Tiles
AND

= Walls: Cement Bricks,
Baked Bricks, Sun Dried
Bricks AND

= Floors: Concrete and
Cement, Tiles

LA
4,466,187 2,799,964 2,137,287
Households (HoH) Households (HoH) Households (HoH)
(47%) (30%) (23%)

Source: FinScope Tanzania 2009



The majority of urban households in Tanzania live in permanent
dwellings while most rural households live in traditional FINM

dwellings

Urban: 2,205,694

households
(HoH)

Permanent
1,645,042
4%

Traditional Semi-permanent
258,016 302,635
12% 14%

Source: FinScope Tanzania 2009

Type of Housing
(HoH)

Rural: 7,197,744

households
(HoH)

Permanent
Traditional 1,154,921
4,208,171 16%
58%

Semi-permanent
1,834,652

26%



FinScope data can also be used to assess over-crowding within
dwellings. It is not clear at what point in-dwelling densities  FINM
translate into housing need

One, 6% Rural

Urban One, 10% Two, 9% (HoH)

(HoH)

Two, 13%
Number of people

Four or living in the
more, 61%

Three, 12%

Four or
household more, 73%

Four or
more, 15%

Four or

Number of rooms
IV One, 29%

in household used
Two, 22% for sleeping

Two, 39%

4+ <1
9% 12%

Number of people
per room used for
sleeping

Source: FinScope Tanzania 2009



FinScope data indicates that there is a significant housing need
In the countries explored. For instance in Botswana, 69% of ©'NM™
household heads live in what appear to be inadequate dwellings

Botswana Inadequate dwellings Malawi
69% inadequate (306,753 out of a total of 446,336 households) (HoH) 90% inadequate (2.8m out of a total of 3.1m households

2759877

244 904
i ]
2043789 -

heS s Semi-permanent dwelling Permanent dwelling: Total Inadequate

7 Overcrowded
e What is an adequate dwelllng Zambia
80% inadequate (7.6m out of a total of ¢ HOW do we assess housmg need'7 ite (2.3m out of a total of 2.7m households

8 000 000

50000

o
Traditionalflow cost Otherdwellmg No Otherdwelling:  Total Inadequate

458029 2324791

3274 .
1474958 -

7000 000 2137287

6 000 000
5000 000
4466187

4000000

3000 000

Traditional dwelling Semi-permanent dwelling Permanent dwelling: Total Inadequate
Overcrowded

Traditional dwelling Semi-permanent dwelling Permanent dwelling: Total Inadequate
Overcrowded

Note: There isno double countlng categories are mutually excluswe Overcrowded dwellings are those with more than two people per room



FinScope indicates that there is significant demand for a FINM
housing finance product in Tanzania

“If housing loans products were available would you be interested in such products?”

(HoH)
Urban: 2,205,694 Rural: 7,197,744
households households
(HoH) (HoH)

Yes
1,565,461
71%

Yes
5,279,746
73%

No

640,233 No

1,917,998

29%
21%

Source: FinScope Tanzania 2009



That survey indicates that the majority of the households who
would want a loan are looking to build or improve a house rathernm

than to purchase one

“If housing loans were provided which of the following best describe how you would utilize the loan?”
(HoH interested in housing loans)

Urban: 1,565,461
households

(HoH interested in
housing loans)

Expand current house
69,999
4%

Build new house

970,426 Renovate house

229,920
15%

Use to access water,

electricity
18,441
Buy a completed house 1%
276,675
18%

Source: FinScope Tanzania 2009

Rural: 5,279,746
households

(HoH interested in
housing loans)

Expand current house
313,289
Build new house 6%

3,757,723
71%

| Use to access water,
Buy a completed electricity
house 117,596
361,757 2%

%
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Access to mortgages

FINM
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To build an access frontier you need to start with a specific
product category, and then gather fairly detailed data on the
product specs

Loan term and ssize /
Depositand LTV

 Minloan size: P50,000 (US$7,315) * Interest rate: P+1% typically * Borrower
* Avgloan size: P550,000 (US$80,465) charged (Prime currently 11%) » Maxrepayments may not exceed 40% of income

FINM UsT

Interestrates and fees Qualifying criteria

Botswana . ng_ loan term: 20 years » Admin, legal and conveyancing > Proof of income; 3 month bank_statement (any); ID card; Clean
(First National * Minimum monthly repayment: P550 fees account conduct / credit worthiness; Max 60 years old; Insurance
(US$80) » Repayments: Typically » House
Bank) * Min 10% deposit monthly (can be quarterly) » Sanitation (connected to sewer line);
LTV aligned to different areas in the » Loan for complete or incomplete structure
country » Loan for vacant land
* Minloan size: MK1.2m (US$24,000) e Interestrate: prime, currently  « Borrower
» Maxloan term: 20 years 17.75% » Maxrepayments may not exceed 35% of income
* Minimum monthly repayment:  Arrangement, legal, stamping » Proof of income, identification and address; bank account for 6
Malawi M!(21,883 (US$;50) and registration fees months; Min age 18, Max age 55;

(Standard Bank) * Min 10% deposit » Repayments: _monthly, _ » House _ N _
quarterly or biannually(inrare » Letter of offer for property; copy of title deed; building must bein a
cases) major city; insurance required

» No loan for construction
» No loan for vacantland
* Minloan size: TZS 5m (US$3,087) * Interestrate: 18% p.a. * Borrower
* Avgloan size: TZS 200m  Loan Arrangement fee, Loan » Maxrepayments may not exceed two thirds of income (67%)
(US$123,495) Administrationfee » Proof of income; Voters Card; Good credit history; Min age 18, Max
e » Maxloan term: 15 years » Repayments: Not necessarily age 60; Insurance
. * Minimum monthly repayment: TZS monthly (butincome mustbe < House
(Azania Bank) 80,521 (US$50) “regular, reliable, sustainable » Building permit; Arch. Drawing; Bills of Quantities; Title Deed,;
* Min 20% deposit and sufficient to service the Valuation Report; Purchase agreement; No specification for
loan”) sanitation/building materials;
» No loan for vacantland
» Minloan size: K80m (US$16,100) * Interestrate: 19%-22% * Borrower
» Maxloan term: 10 years * 1%arrangement fee » Maxrepayments may not exceed 50% of income
* Minimum monthly repayment: * Repayments: monthly only » 3 months payslips; copy of NRC; 6 months bank statements;
7 f K1.5m (US$300) confirmation of employment; max 55 years; min 21 years
ambia . :
* Min 20% deposit » House
(Barclays)

» Certificate for sale; copy of title deed; must be in area with
Barclays presence; insurance required

» No loan for construction

» Noloan for vacantland



An access frontier framework for mortgages FINM
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Demand side analysis: Step 1
Define the total market

FINM

Market redistribution
— Too poor
Z0one
—1  Current Market
. Affordability
(income-based)
Does not have :
—|  accesstothe  — | Incocqne celrta_l tnty
and regulari
Total market - product g y
— Capacity to borrow
Market development
—  Creditworthiness — zone
Notincurrent
] market ] — Awareness
— Age
—  Banking usage
Does not want the
Has access to the product
L1 productbut does _ Market enablement
notuse it _ zone
Potential users




While FinScope is a survey of individual adults, products such as
mortgages are typically associated with a household (rather -
than an individual). We therefore restrict the analysis to the

head of the household

Botswana Relationship to the head of the household

+
(AdU|tS 18 ) Other relative
103,845
Child H

210,018
Spouse 21%
105,832

11%

Brother/
Sister/ Parent
64,020

6%

Not related/
Not specified

Head of 63,803

Household 6%
446,336
45%
Tanzania
(Adults 16+)
Child/
Nephew/

Spouse Niece ;

5526021  [EEEINPES o e
26% 18% A
Brother/

| Sister/Parent

986,798

Head of %
Household Not related/
9,403,438 Not specified
44% 99,625

1%

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009

Malawi
(Adults 18+) Child
558,876
9%
Spouse
2’035;)’/3’85 Other relative
132,784
2%
Brother/
Sister/ Parent
105,976
Head of 2%
Household Not related/
3,083,592 Not specified
51% 117,534
2%
Zambia
(Adults 16+)
Other relative
621,563
10%
Spouse
1,713,511
0,
21% Parent/
Parent-in-law
433,208
7%

Head of Not related/
Household Not specified
2,690,590 99,736

42% 1%



Demand side analysis: Step 2
Define the current market: How many household heads FINM
currently make use of the product?

Market redistribution
— Too poor
Z0one
—  Current Market
. Affordability
(income-based)
Does not have :
—|  accesstothe  — | Incocqne celrta_l tnty
and regulari
Total market - product g y
— Capacity to borrow
Market development
—  Creditworthiness — zone
Notincurrent
] market ] — Awareness
— Age
—  Banking usage
Does not want the
Has access to the product
L1 productbut does _ Market enablement
notuse it _ zone
Potential users




Very few household heads appear to have housing loans

FINM

Who is in the current market?

Botswana
Mortgage bond or housing loan from a bank

3% 1 6763 (1.5%)
f . 1
2% -
1.2%
1% -
0.3%
0% .
Personally have nowand  Use through someone
use else's account
Tanzania
Currently have a loan from a bank
3% -
204 - 41 450 (0.4%)
|
i \
1% -
0.4%
0.1%
0% .
Build a house Buy building materials to

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009

renovate or extend a house

Malawi
Currently have a housing loan

3% -
2% - 14735 (0.5%)
1% -
0.5%
0% .
Have now
Zambia

Main source of money to buy dwelling
3% -

2% - 17 604 (0.7%)
1% - 0.7%
0% .

Loan from bank or other
financial institution



Demand side analysis: Step 3
Identify those in the market redistribution zone

FINM

Market redistribution
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. Affordability
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] market ] — Awareness
— Age
—  Banking usage
Does not want the
Has access to the product
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The market redistribution zone comprises those who are too
poor for the product. It is not always clear how to define this
segment. Nevertheless FinScope has useful data on the
experience of poverty which we have used

Experience of poverty: Family gone without in past year

NM

Botswana (HoH, No housing loan) Malawi
100% -+ 100% - — E—
80% - .
() 52% 80% 16%
60% - 67% 81% 60% 1
40% - Too 40% -
20% 1 12% ,M, poor 20% - S
O% . 9% . \ : __./ T ! O% n 11%
Acashincome  Enoughfood to M_edicines or Nocashinthe Gonewithoutone  Medicineor
eat medical treatment home atall mealina dzg medical treatment
m Always m Many times - élways_ - h ﬁe:‘
. N m Sometimes arely 3
Justonce ever Never m Don't know/Unspecified

Don't know/Unspecified

Tanzania Zambia
100% - 100% -~ — [r— r—
80% - 33% 80% - %
61% 63%
60% - 60% - 16% 16%
40% - % -
’ 18% 40%
20% - T of -
23% 4 0% pgc())r 11% 20%
0% T 2 T o 1 0% - ALY .
Acashincome  Enough food to M_edlcmes or Acashincome  Enough food to Medicines or
eat medical treatment m Always eat g OftenMedical treatment
m Often mSometimes mRarely = Never = Don'tknow m Sometimes Rarely -
Never m Don't know/unspecified

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009



Demand side analysis: Step 4
Explore the potential market (don’t have the product, not too F'N™
pPOoOor)

Market redistribution
— Too poor
zone
—  Current Market
. Affordability
(income-based)
Does not have :
—|  accesstothe  — | Inco(;ne celrta_l tnty
and regulari
Total market - product g y
— Capacity to borrow
Market development
—  Creditworthiness — zone
Notin current
] market | — Awareness
— Age
—  Banking usage
Does not want the
Has access to the product
L1 productbut does _ Market enablement
not use it _ zone
Potential users




To assess affordability we use the minimum loan size with the
maximum loan term at prevailing interest rates together with
the lender’s maximum instalment to income ratio. We use

survey data on incomes to derive a demand curve

FINM

Affordability: Demand curves

Botswana (HoH, No housing loan, Not too poor)
180 - (HH income) 20m -
160 -
,g 140 - 1.6m -
S 120 -
£ 100 - o 12m .
(O] N
80 1 P50k ; ) .
c 60 1 124,000 can afford g 0.8m .
8 40 | - 2 :
9 P20k ; 0.4m 1777
24 = 77,000 can afford Am !
O T T T ! !

o 0000 100000 150000 What housing process canthe
Number that ca minimum loan size support?

Tanzania
TZzS15m + (HH income)
TZS12m -
& TZS9m -
(9p)
8 TZS6m - TZS5m;
= N \2.2m can afford
! TZS1m;
TZS3m - ! 6.4m can afford
TZSOm +———— ik deieleteisietatsislststsiiets .
0 2,000,000 4,000,000 6,000,000 8,000,000

Number that can afford
Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009

Loan Size

120m
100m
80m
60m
40m
20m

Om

Malawi
(Personal income)

MK 600,000;
260,000 can afford

MK 150,000;
afford

000,0001,500,0002,000,0002,500,000
Number that can afford

Zambia
(Personal income)

0

500,000 1,000,000 1,500,000 2,000,000
Number that can afford



In order to pay premiums the borrower needs to have regular FiNnm

and reliable income

Income regularity

Botswana (HoH, No housing loan, Not too poor) Malawi
100%
. 15%
80% 16%
60%
. 0,
No proxy available 40%
20%
0%
No cash in the home at all
m Always m Often
B Sometimes Rarely
Never m Don't know/Unspecified

Tanzania
Income source received; % received at least monthly

PP ==
Sell own produce from my farm (Cash crops) _ 24% (2%)

Money from familyffriends/spouse - 1% (35%)

Running your own business (non farm

related) 16% (81%6)

Employed in the informal sector - 14% (75%6)

Employed in the formal sector - 9% (go%)

Agricultural trading (buying and selling
produce) - 7% (28%)

Employed th le's f:
ployed on otherpeople’s farm on a -7%(1?%)

seasonal basis

0% 20%

once amonth

Self-employed in own business _ 21% (72%)

Salariesfwages from a company/business - 10%  (96%)

Piece work - 9%  (45%)

Salariesfwages from govemment - 7%  (99%)

Money from fishing/fish farming . 6%  (53%)

0% 20%




There is no single proxy available in the survey data to accountrFinm
for credit worthiness or capacity to borrow

Credit worthiness

Botswana (HoH, No housing loan, Not too poor) Malawi
Personally been unable to pay bills in the past year Collateral has been seized in the past
Yes
56,743

17% Yes
250,390
(\[o] 10%
No 2,196,932
273,081 90%
83%
Tanzania Zambia
Ever lost collateral/security Claim to use more than 50% of income on paying back debts
Yes
4,614 Yes
0 270,395
NR/Not sl No 2,126,465
Applicable 327,890 89%
8,447,950 4%

96%

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009



Other access barriers

FINM

% of potential
market

Affordability

Banking status

Documentation

Age

Awareness

Regularincome

Savings

Botswana

62% cannot afford an FNB
min loan (P 50,000)

44% are not banked

16% don’'t have an ID card

51% are aged 41+
57% are not aware of a

mortgage bond or housing
loan from a bank

35% have no liquid savings

Other access barriers
(HoH, No housing loan, Not too poor)

Malawi

95% cannot afford a
Standard Bank min loan
(MK 1.2m)

80% are not banked

51% are aged 36+

67% do not understand
the term “loans”

31% do not receive
income regularly (no
cash in the home always
or often)

27% have no liquid savings

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009

Tanzania

74% cannot afford an
Azania Bank min loan (TZS
5m)

9% don’'t have a Voters Card

39% are not aged <18 or
46+

13% do not understand the
term “loans”

57% do not receive (any)
form of income regularly
(i.e. daily, weekly or
monthly)

24% have no
savings/investments

Zambia

97% cannot afford a
Barclays min loan (K 80m)

78% are not banked

4% don’t have a National
Registration Card

40% are aged <21 or 46+

51% do not understand the
term ‘interest’

44% do not receive any
regular income (ie. daily,
weekly, twice a month,
monthly)

45% have no liquid savings



There are also some indicators on the propensity to use a FINM

mortgage or housing loan

Propensity to use
Botswana (HoH, No housing loan, Not too poor)

“Taking loans should be avoided as much as possible”

Disagree

70,807
22%

Don't Know
37,622
Agree 11%
210,470 Not
64% applicable
10,924

3%

Tanzania
“If housing loans products were available would you be
interested in such products?”

No

2,432,393
28%

Yes
6,348,061
2%

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009

Malawi

You would use your dwelling or land as security when
borrowing money

Does not
apply to
you
108,251

4%
Yes
No 246,042

10%
2,08550,/306 Not
0 I\Applicable

r

Does not 29,760
know 1%
10,963

1%

Zambia
“You avoid borrowing money if you can”

Not true
246,004
10%

Don't know

1,997,867
83% \ Not
Applicable
117,389

5%




All these indicators can be used to populate an access frontier. FINM
While affordability dominates there are other critical constraints

Botswana Malawi Tanzania Zambia
Too poor
Currently has a PR 109750 621535 581535 276127
7 housing loan (Redistribution zone)
Botswana
6763 L Not banked 143702 1951063 : 1875389
Malawi
14734 Does not have
. — accesstothe |— |
I Tanzania product Cannotafford 205407 2334925 6538 839 2333828
(HoH) B 41450
Botswana Zambia = No identification 52320 - 817194 87994
446336 17604
Malawi
3083592 — Too young/old 168916 1250698 3410047 956 454
Tanzania 5 N
oes not have a
9403438 L P usingloan [ —  Lackofawareness 188527 1648759 1109893 1224249
Zambia
2690590 Not credit-worthy / No
— e R 56743 250390 4614 270395
— No (liquid) savings* 103647 641917 1954725 1060061
— Irregularincome - 759998 4985905 1062743
Developmentzone: 310109 2447322 8037828 2393152
Source: FinScope Botswana 2009; Malawi
2008; Tanzania 2009; Zambia 2009 Has access to Potential users
*“No liquid savings” if don't own a  theproductbut — (Enablemenutzone) 19715 13919 742625 3707
mortgage-able dwelling doesnot use it




FINM

These can be summarised as a strand

Access frontier for a bond: Household heads

Botswana: 971" 109750
FNB mortgage (P50K) (4%) (25%)
6763
2%)

Malawi:
Standard Bank mortgage 115 6(22%)05/3)5
(MK 1.2m) (

14734

0.5%
Ezf\?angnk mortgage 734004 p8L 533

0, 0,

(TZS 5m) 5 (6%)

+1450

(0.4%)
é::zlzig mortgage 216121

10%
(K 80m) ( ()
1/ 604
(1%? T T T T |
0% 20% 40% 60% 80% 100%
m Have product Market Enablement B Market Development B Too poor

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009



We can use the frontiers to size an ‘addressable market’ if we
optimise the product. Again, it s critical to consider what FINM
housing process the product would support

Market Enablement Zone: Household heads
Botswana

50,000 42,143

40,000 28,596

30,000 19,715 25,172

20,000 (4% of (6% of (6% of (9% of

10,000 allHoH) allHoH) allHoH) allHoH)

0 T T T
Current product (P50k) Reduce loan size to P20k Reduce loansize to P20k; No savings Reduce loansize to P20k; No savings
required required; Remove awareness constraint

120,000 Malawi 98,412
100,000 79,673

80,000

60,000 33,165

40,000 13.919 (0.5% of ' (1% of (3% of (3% of

20,000 ' allHoH) allHoH) allHoH) allHoH)

0 T T T T 1
Currentproduct (MK 1.2m) Reduce loan size to MK 600,000 Reduce loan size to MK 220,000 Reduce loan size to MK 150,000
Tanzania
2,000,000 1,639,074
1,420,308

1,500,000 1,116,673

1,000,000 742,625
500 000 (8% of all (12% of (15% of (17% of
' HoH) allHoH) allHoH) allHoH)
0 T T T T 1

Currentproduct (Bond: TZS 5,000,000) Reduceloanamountto TZS 2,500,000 Reduceloanamountto TZS 1,000,000 Reduceloanamountto TZS 1,000,000;
Remove awareness constraint (educate

Zambia people)
200,000 148,493 164,001
150,000
100,000
50,000 (0.1%o0f %5205 (2% of (6% of
o 3707 allHoH) I 2 HoH) all HoH)
Current product (ZMK80m) Reduce loan size to ZMK40m Reduce loan size to ZMK20m Reduce loan size to ZMK20m; Educate

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009 aboutloans/interest
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Access to unsecured housing finance



Product details: Unsecured personal loan

Loan term and size

* Minloan size: MK 35 000

(US$230)
Malawi * Maxterm:5 years
(Standard
Bank)
* Minloan size: TZS
300,000; max loansize:
TZS 2.5m (US$ 185-
) 1,544)
Tanzania » Maxterm: 2 years
(WAT SACCO)
* Minloan size: K3m
. * Maxloan size: K12m
(Habltat_ for (US$2400)
Humanity) + Maxterm: 5 years

Interest rates and fees

* Interest rate: between prime

+2% and prime + 6.5%
 1%fee is charged
* Repayments: monthly

* Interestrate: 18%p.a.

* Loan application fee of 1% and

loan insurance fee of 1%
charged at inception

* 4%-5% fee for upgrading or
new construction; 10%+ for
green field development
charged at inception

* Interest rate: based on
market price of cement

* Repayments: monthly

* Applicationfee and
administrative costs

FINM

Borrower qualifying criteria

» Proof of income, identification and address

* Letter of introduction from employer

» Max 55 years of age

» Bankaccount for at least 6 months

* Maximum repayments may not exceed 30% of income
* Monthly income

* Cleanaccount conduct

« Account with WAT SACCO (need to earn at least $6 per day for new
construction loans but not for upgrading loans) with at least 2 months
savings history

* Minimumage 18

* Income received at least monthly; economically active

* Proof of income

* Proof of housing, including a site visit and liaising with guarantors

* Voters Card

» Maxrepayments may not exceed 40% of income

* Letter of recommendation from community leaders
* Last payslip or letter from employer

* Minimum 18 years of age

» Willing and able to help neighbours with their houses
» Copy of NRC



Unsecured personal loan: access barriers

FINM

Access barriers
(Total potential market)

Malawi
(HoH, currently no housing loan / not
borrowed for land/dwelling, not too poor)

% of potential market

0, 2 i
Affordability 38% can't afford a Standard Bank min

loan (MK 35,000)
Banking status / savings 80%are not banked
account
Documentation
Age 24%are 51+
Awareness 68% don’t understand the term ‘loan’

57% do not receive any regular income

Regularincome (ie. daily, weekly, fortnightly, monthly)

10% have had their collateral seized in

Credit-worthiness
the past

Adequacy of dwelling

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009

Tanzania
(HoH, owns dwelling/land, currently no
housingloan / not borrowed for
land/dwelling, not too poor)

42% cannot afford a WAT SACCO min loan
(TZS 300,000)

97% do not have a SACCO savings account

9% don’t have a Voters Card
0.05%are aged <18

13% do not understand the term “loans”

63% do not receive (any) form of income
regularly (i.e. daily, weekly or monthly)

Zambia
(Adults 16+, not borrowed for land/dwelling
in past 12 months, not too poor)

75% cannot afford a Habitat for Humanity
minloan (K 3m)

16% don’t have a National Registration Card
8% are aged <18

57% don’t understand the term ‘interest’

59% do not receive any regular income (ie.
daily, weekly, twice a month, monthly)

15% live in an ‘uncrowded’ and permanent
dwelling



The access frontiers can be summarised using this data for the Finm

three products reviewed

Total market

Malawi
(HoH)
3.08m

Tanzania
(HoH owns

Current market

Malawi
44314

Tanzania
172163

Zambia
61520

dwelling/land)
8.0m

Zambia
(Adults 16+)
6.39m

Not in current
market

Source: FinScope Botswana 2009;
Malawi 2008; Tanzania 2009; Zambia

Too poor

(Redistribution zone)

Does not have
access to the
product

Not banked

Cannot afford

No identification

Too young/old

Lack of awareness

Not credit-worthy

No savings with a
SACCO

Irregular income

Adequate dwelling

Has access to
the product but
does not use it

Development zone:

Potential users
(Enablement zone)

Malawi
618 205

1935887

91002

569724

1639831

244627

1378748

2271441

149632

Tanzania

499413

3074375

637612

3660

964 319

7119462

4628124

7276005

77750

Zambia
525240

4359205

901484

470903

3279405

3402225

897050

5390799

410326



FINM

Strands summary

Access frontier for an unsecured loan (Total market differs by product)

1% 5% 74% 20%
Malawi: 44 & 150 618
Standard Bank
(MK 35,000)

Tanzania (HoH own 2% 19% /2% 6%

dwelling / land): 1,556
WAT SACCO - but no

SACCO constraints

(TZS 300,000)

2% 1% 91% 6%
Tanzania (HoH own
dwelling / land): 172I
WAT SACCO
(TZS 300,000)

0 0 0 0
Zambia: 1% 6% 84% 8%
Habitat for Humanity
(K 3m) 1? 410 525
0% 20% 40% 60% 80% 100%
m Have product Market Enablement ~ m Market Development = Too poor

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009



FINM
Strands optimised

Market Enablement Zone

800,000 Malawi (HoH) 696,356
600,000 217 619
400,000 165,184 169,007 ’
200,000
O T T T T
Current Product (MK 35,000) Reduce min loan size to MK 10,000 Reduce min loan size to MK 10,000 AND Reduce min loan size to MK 10,000 AND

Currentbank accountnot necessity  Currentbank accountnot necessity AND
Educate people about loans

2,500,000 - Tanzania (HoH, owns dwelling or land)

2,014,854
2,000,000 - 1,771,432
1,500,000 -
1,000,000 -
500,000 - 77,750 80,945
O T T T
Current product (TZS 300k) Reduce loan size to TZS 100k Reduce loan size to TZS 100k; Remove  Reduceloan size to TZS 100k; Remove
SACCO constraint SACCO constraint; Remove awareness
constraint
Zambia (Adults 16+)
800,000 742,967
600,000 410,326 461,003 485,538
400,000
200,000
O T T T
Current Product Reduce min loan size to K2 million Reduce min loan size to K1 million Reduce min loan size to K1 million AND

allowinstallments to be made annually

Source: FinScope Botswana 2009; Malawi 2008; Tanzania 2009; Zambia 2009
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Some implications



Some issues

While the current market is small, it appears there is
scope for growth...

But the finance solution must align with the housing
solution

Savings

Rental

More conversations, more analysis and
experimentation

FINM
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