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Integrated approach to Housing finance by the World Bank Group
In the past, government interventions in housing and housing finance markets were in the form of state
housing banks which often were direct housing lenders[1]. In most countries, these banks performed
poorly, and were unsustainable. More recently, attention turned to the development of secondary
mortgage markets and capital market funding for lenders, in some cases facilitated by the state. These
interventions involved creating Secondary Market Institutions which were mostly publicprivate
partnerships that leveraged on private sector capital and expertise. Simultaneously focus was given to
strengthening the legal and regulatory frameworks. Over the years, a paradigm shift was seen in policy,
with the focus shifting from the state being directly involved as a lender, towards being an enabler,
creating and strengthening housing markets, and building primary mortgage market infrastructure.
Policies focused on addressing ways to lower the cost of land, improving property and lien registration,
and developing a credit information infrastructure, and facilitating the expansion of housing finance.
Recently the Independent Evaluation Group (IEG) under the World Bank Group released a Learning
Product on the World Bank Group’s (WBG) support for housing finance, and there are some key facts
worth noting. WBG has been supporting housing finance in many countries for over decades given its
critical function in the housing market. The support stems out of the necessity to create sustainable and
effective housing finance markets, and in order to achieve this, mobilization of longerterm funding
sources for both rental and owneroccupied housing is required. However sustainable and effective
housing finance is often missing in emerging markets and this is an area in which the WBG has a keen
interest. Through technical assistance and capital injection, the Bank supports and develops these
markets to have wellfunctioning housing finance sectors. Their approach involves three conceptual
stages: strengthening the enabling environment, initiating the primary market, and then funding
mortgages through capital markets. Thus the technical assistance provided by the WBG is intended to
strengthen financial institutions’ capacity and/or assist governments to implement the necessary legal
and regulatory reforms which may be necessary for investment intervention.
In many countries, greater attention is now being given to expanding the accessibility of lower income
households and those with informal incomes to housing finance. This is done through implementing
innovative strategies that complement mortgages and increase accessibility downmarket, to decrease
housing deficits and meet the housing need. There have been interesting initiatives which include
experiments with alternative housing finance products, risk sharing, and subsidies. Although some of
these alternative housing finance products such as Housing Microfinance (HMF), selfconstruction
finance, and rental housing finance are still underdeveloped, they are nonetheless a promising area of
focus (IEG (2016). Policy efforts to support housing finance should not be limited to enduser housing
financing and specifically to mortgages, but should be comprehensive for the implementation of the
housing value chain from land purchase, titling, construction, and infrastructure.

As especially evident in Africa, the demand for housing and housing finance has increased as a result of
persistent urbanization and population growth[2]. Housing demand is the willingness by someone to pay
or invest in a particular housing product, whilst housing need refers to the backlog or deficit in terms of
housing available in the market. IEG acknowledges that Africa will face special challenges as a result of
the rapid rate of urbanisation; housing need is increasing exponentially. The interventions by the WBG
are relevant and essential.

[1] Chiquier, L., and M. Lea (eds.). 2009. Housing Finance Policy in Emerging Markets. Washington DC:
The World Bank.
[2] Doling, J., P. Vanderberg, and J. Tolentino. 2013. Housing and Housing Finance—A Review of the
Links to Economic Development and Poverty Reduction. Working Paper 362. Manila: Asian
Development Bank.

Areas of Intervention by WBG:
WBG seeks to assist countries, especially the ones with emerging markets build sustainable and
efficient housing finance systems that address the needs of households at different income levels and
allow them to afford housing. They offer primary market interventions – providing investment (debt/or
equity) or technical assistance to primary market lenders; capital market interventions – developing
instruments, institutions or infrastructure to access the capital markets for funding; and affordable
housing interventions – supporting efforts to go “down market” to assist lower income households to
acquire housing. These were the key focus of the IEG’s learning product, to measure if they are
appropriate and serve the targeted countries’ needs and stage of financial sector development.
Under primary market interventions, the WBG assists in various ways from creating new mortgage
lenders in undeveloped primary markets, to strengthening existing institutions in more developed
markets. In general the following fundamentals are required to ensure a robust primary mortgage market
is developed:
Stable macroeconomic environment (moderate to low inflation and mortgage rates);
Legal frameworks that support collateralized lending (foreclosure laws that permit lenders to
foreclose at a reasonable cost and within a practical time frame);
Regulatory frameworks for mortgage lenders, access to longer term funds, and a borrower
population that has sufficient income to support a long term financial commitment in the form of a
mortgage loan (more on alternatives in the affordable section);
Lenders have to be interested and willing to make mortgage loans or expand their existing
lending;
Create accessibility to long term funding so financial institutions can expand their lending,
manage the liquidity and potential interest rate risk of an assetliability mismatch (IEG, 2016).

AUHF member, the International Finance Corporation (IFC), forms part of the WBG, and supports
primary market lenders such as commercial banks and specialized housing finance companies. The
rationality for supporting commercial banks stems from them being logical institutions that are well
equipped to support the development or expansion of a mortgage market. In addition commercial banks
can access funding and distribute it easier, and also they have strong brand recognition which give them
competitive advantage over specialized lenders. However, when experiencing challenges with
commercial banks as in they are unwilling, or scarcely extend loans for housing particularly in emerging
markets, then in such circumstances, the IFC finds it essential to support nonbank financial institutions
(NBFIs). The support includes to developing the mortgage market or complementary innovative housing
finance products which can be both safe and profitable to various income groups.
In India, IFC invested in nonbank entities called Housing Finance Companies (HFCs). The main aim of
this investment was to strengthen housing finance systems so they meet country development needs.
The HFCs demonstrated that they can lend responsibly and profitably, because of the mechanisms in

place such as the highly selective credit criteria, and use of personal guarantees to reduce risk,
moreover compensated for the lack of foreclosure legislation. In most cases the IFC’s provision of long
term debt funding to several banks has met important lender need and encouraged lending, and an
expansion of mortgage portfolios. Furthermore capital from IFC has supported some institutions with
leveraging, thus resulting in the growth of housing finance portfolios, and also contributing to greater
competition in the market, and also increased mortgage tenor. This is true for Bosnia and Herzegovina
whereby some financial institutions were able to finance over 1,300 housing loans, accounting for a total
of €21.3 million and enabled a housing finance (mortgage and home improvement) portfolio growth of
7.5 times in Romania. The mortgage tenor increased from 13 years at the end of 2005 to 23 years at the
end of 2008, and a decrease in mortgage rates from 11 to 9 percent. In both cases, macro and market
prerequisites were established.

CAPITAL MARKET INTERVENTIONS
WBG supports several countries to develop the legal and regulatory infrastructure for capital market
funding intended for housing and this includes investing in extensive knowledge of the country
constraints to ensure successful development of capital markets. In some cases, when preconditions for
success do not exist, WBG upstream support is crucially significant to support the development of the
housing finance systems and capital markets. Examples whereby capital market interventions by the
WBG were undertaken, includes; the creation of mortgage laws and facilitating securitization in Morocco,
Turkey, and Pakistan, as well as the formation of liquidity facilities in countries with shallow bond
markets i.e. Tanzania, Jordan, Nigeria and Egypt to mention few. The technical assistance has been key
in enhancing capacity in housing lenders, in structuring securitization transactions and in improving
standards. In the area of capital markets, IFC has played an important role in transferring knowhow
techniques, and also been instrumental in creating successful lender securitization transactions,
standards for documentation and origination. IFC supported an institution in Columbia called
Titularizadora Colombiana (TC) from with designing the operational structure, analysing the risks,
introducing valuation methods for securities, and opening an active market for senior MBS.
AFFORDABLE HOUSING INTERVENTIONS
Interventions by the WBG for affordable housing have been dependent on the specific conditions and
contexts of client countries which range from supporting middle income borrowers in countries with no
mortgage market, to supporting lenders to go “down market” in countries with established markets. The
following indicators are used to measure the impact and effectiveness of the WBG’s interventions in
various countries; increased access to lending for an underserved population, sustainability of the
program, business success of the financial institution (profitability and sustainability of the lending
institution, reduced risk in particular due to assetliability mismatch), demonstrative effect that
encourages other lenders to enter, go down market, or expand their lending to underserved population.
The relevance of affordable housing interventions hinges on the specific constraints whether on the
demand or supplyside impacting affordability in each country, and these constraints vary from country to
country. The following constraints are usually found on the demandside; informal and irregular income,
the cost of finance, and high taxes and down payment requirements are major constraints to affordability.
Interventions to address these demandside constraints can be through the provision of subsidies,
guarantee schemes, subsidized financing, and reducing the risks of mortgage lending (IEG, 2016). A
subsidy is defined as an incentive that is provided by the government to enable and persuade a certain
class of producers or consumers to do something they would not otherwise do, by lowering their
opportunity cost or otherwise increase the potential benefit of doing so[3].
The following constraints are usually associated with the supply side; high land cost, high operation
costs, difficulty in assessing incomes, validity of title documents, and lack of access to longterm local
currency funding. Supplyside constraints are best addressed through improving land use regulations,
land infrastructure, taxes and fees, land access and title, construction costs, lack of sufficient competition
among developers, and improving the credit risk management capabilities of lenders (IEG, 2016). It is
crucial that affordable housing is not limited to buying a home, but an inclusive approach that fully

addresses all the abovementioned constraints. Hence housing supply in the market of most countries
can only be afforded by small percentage of population who have higher and stable incomes.

[3] US Congress, 1969

Affordable housing should not be limited to owneroccupier house purchase, but consider other forms of
adequate and affordable housing such home improvements, incremental housing, and rental
accommodation. This would ensure that the majority of the lowincome population in several countries
are able to acquire their desired houses according to their financial capacities and preferences.
Furthermore affordable housing is considered a risky endeavour and therefore requires a particular
expertise to understand and manage the risks adequately. A housing project is a large investment that
most people whether developer or individual basis construction, cannot afford to pay for all at once.
Thus access to debt finance to leverage their equity investments to produce rental or owneroccupied
housing projects, and requires access to a large amount of accumulated finance.
WBG intervention in the provision of affordable housing is downstream and upstream. Downstream
interventions involves enhancing demand of lower income segments through the provision of grants,
subsidies or the creation of house assistance funds; or enhancing supply by encouraging institutions to
move downmarket through guarantees or access to cheaper funds or to developers to produce low
income housing units. Upstream interventions usually address rationalization and unification of
subsidies, simplifying norms for social housing, and amending or creating rental housing legislation
land use regulations, land infrastructure, reducing taxes/fees or building material costs, and increasing
competition among developers. Furthermore IFC through its investments, purposes to enhance
affordable housing through accessibility of financing by the underserved segments (typically low and
lower middle segments of the population). Lastly, IFC advisory activities also support affordable housing
by providing capacity building to housing lenders in the market (IEG, 2016).
WBG’s capital markets projects have indirectly enhanced affordability, even though it was not the main
objection. Thus systemic interventions can indirectly support affordable housing for all income
segments. For example in Colombia, IFC supported the development of a secondary mortgage
institution that improved the affordability of housing and lowered the cost of mortgage loans by making
longer term funding available to originators. In turn this resulted in reduction of interest rates and a
significant rise in the construction of housing. The IFC Advisory has also supported some financial
institutions even in conflictaffected countries, to increase capacity to develop innovative housing
microfinance products, but marketimpact remains limited. In 2008, IFC strengthened and supported the
capacity of a Microfinance Bank in Afghanistan to develop, launch, and offer a housing improvement
loan/HMF coupled with construction technical assistance to increase the availability of finance for quality
housing to lower income earners. Up to now, the MFI has grown the product from a single credit to more
diversified portfolio, and it is the only financial institution in the country that offers HMF products around
Afghanistan (21 urban and six rural branches in total).
Read more of the Independent Evaluation Group’s Learning Product report here: http://bit.ly/2fvnqOC

Please note AUHF offices will be closed from the 23rd
December 2016 – 03 January 2017.

Interested in becoming a member of the African Union for Housing Finance
(AUHF)?
The AUHF comprises of 58 members from 16 countries across the continent. Members include
commercial and mortgage banks, building societies, microfinance banks/institutions, housing
development corporations, and other institutions involved in the mobilisation of funds for shelter and
housing. As an industry body, AUHF promotes the development of effective housing finance markets and
affordable housing across Africa, working in the interests of both our members and the industry as a
whole. In serving its members and realising its goal of effective housing finance markets and delivery of
affordable housing in Africa, the AUHF pursues four main activities:
1. Networking and deal facilitation;
2. Capacity building and training;
3. Lobbying and advocacy, and
4. Information collection and dissemination.

For more information about AUHF please visit our website: www.auhf.co.za. To apply as a member
please

click

here,

or

else

please

free

to

contact

Noluthando

Ntshanga:

auhf@housingfinanceafrica.org. We would be delighted to have your organisation as a member,
collaborating with us to make housing finance markets effective, and the delivery of affordable
housing effective across Africa.

ABUJA DECLARATION ON HOUSING FINANCE 2015
The African Union for Housing Finance (AUHF) members met with colleagues from the public and
private sectors from over twenty countries over three days, and held its 32nd Annual General Meeting in
Abuja, Nigeria, on 16 September 2016, to deliberate and express the commitment the Association has in
driving investment in Africa’s housing sector, so that it contributes substantially to Africa’s growth
agenda.
Download and read more: http://bit.ly/2dYvHIQ

EVENTS
13 – 15 March 2017 | 3rd Annual City Development Conference 2017 | Cape Town, South Africa
16 – 17 March, 2017 | 13th Annual Global Microfinance Forum 2017 | Prague, Czech Republic |
20% discounts for AUHF Members

23 – 24 May 2017 | African Construction and Totally Concrete Expo | Gallagher Convention
Centre, Johannesburg, South Africa
3 – 6 April 2017 |8th Affordable Housing 2017 – Marcus Evans Event | Singapore | 10% discount
AUHF members
5 – 6 April 2017 | East Africa Property Investment Summit 2017 | Nairobi, Kenya | 20% discount
AUHF members
24 – 25 August | Africa Property Investment Summit 2017 | Johannesburg, South Africa | 20%
discount AUHF members
*Let us know of any events not listed above
*Click here for our updated events page

The AUHF welcomed M Mortgage Finance Ltd in Tanzania as a Member:
M Mortgage Finance (Tanzania) Limited (M
Mortgages or the Company) is a greenfield
mortgage finance bank setup in Tanzania in
Partnership with Bank M Tanzania Limited, a
local Tanzania Bank, Housing Development
Finance Corporation Limited India (HDFC), the
largest housing finance company in Asia and
prominent local investors, namely Sanjay
Suchak and the Karimjee family of Tanzania. It is
the first specialized mortgage lender in Tanzania
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This is the monthly newsletter for African Union for Housing Finance.
The AUHF is an nongovernmental association of 58 members from 16 countries across the
African continent. Members include commercial and mortgage banks, building societies,
microfinance banks/institutions, housing development corporations, and other institutions
involved in the mobilisation of funds for shelter and delivery of affordable housing across
the African sector.
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