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An Initiative in Support of Housing & Housing Finance

The Idea

The Vision
3

The slides on the following pages reveal a new approach in development banking and a proposal
to “pilot” this new approach in a sector that cries out for a national strategic plan: housing &
housing finance, in a country that is ripe for such a development;

2.

Specifically, we want to address both supply and demand in the housing and housing finance
sectors through a co-joined and coordinated set of investment projects;

3.

These investment projects are designed to create a backbone of ongoing support for both
sectors. From this framework, follow-on investments can be made in later years which will
generate continued growth;

4.

The approach consists of perhaps six investment projects, and we will offer investors - pure
private sector, Impact Investors, and DFIs - the opportunity to invest in just one or up to all of
them for maximum impact;

5.

The Vision requires the convening power and moral suasion of the national government at its
highest levels, making it a PPP of sorts;

6.

This initiative adds technical assistance and a plan for housing finance subsidies to the extensive
investment suite;

7.

The vision is ambitious and unique, and has never been tried before. We have expectations for
its long-term success because of the mutually-reinforcing interventions in its design. It has farreaching consequences for the macro economy of the pilot country.
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1.

The Vision in a Picture

• The investment side is
bolstered by a significant
technical assistance
program, and:
• A well-considered plan of
subsidies to help marginal
households get onto the
home ownership ladder;
• Government must buy into
the subsidies plan and
provide for it in its annual
budget.

INVESTMENT PROJECTS
Housing
Finance

Construction
Finance

Housing
Production

1

Secondary Mortgage Market

2

Residential Credit Line Facility

3

Construction Finance Facility

4

Alpha Housing Development Company

5

Beta Housing Development Company

6

First REIT

TECHNICAL
ASSISTANCE
(IFC MORTGAGE TOOLKIT &
COURSE CURRICULUM

HOUSING
SUBSIDIES
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• The idea consists of a suite
of investment projects (6
or so at this first stage);
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Principles Underpinning the Vision
5

B. Historically, efforts to solve the housing deficit have been piecemeal and only marginally
effective; No systemic or transformative ideas have been put forth;
C. Our proposal relies on four basic principles:
1. Principle One: Respect the link between housing development and mortgage finance
2. Principle Two: Someone needs to take the lead
3. Principle Three: Bringing in technical assistance to enhance professionalism and skills
4. Principle Four: Financing and supporting housing development on an industrial scale
D. A comprehensive business plan can be developed and executed, based on these principles. In
addition, it must be mindful of the impediments and risks to success. Therefore, the business
plan will analyze those impediments and structure solutions. It will be a transformative business
plan: we propose the formulation, in a holistic and integrated approach, of a national business
plan for the development of these sectors in tandem via a well-considered set of investment
projects and the follow-on implementation of such plans over a multi-year horizon.
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A. A national housing deficit is determined by: (i) existing housing stock that is aged or of poor
quality, and (ii) a high rate of new household formation. As long as the mechanisms are not put
in place to address the production and financing of new housing stock, the deficit will only
worsen;

The Need for a Leader or Sponsor
6

2. Implementing such a business plan requires the mobilization of vast quantities of capital in a carefully
choreographed fashion. National capital markets must be brought into the fold, but in emerging markets, DFIs,
Impact Investors, and international investors are the keys to sourcing the full complement of financial resources
necessary to succeed. Someone needs to take the lead.
3. While the best candidate for such a role may differ from country to country, there are certain requirements than
can be specified:
i.

the national DFI must be seen to be linked up in some way with the national government and its business
plan must be seen to consistent with national policy; this can be achieved directly through some kind of
shareholding or indirectly via some sort of unique operating license and a dedicated mandate for
development;

ii.

the national DFI, if incorporated as a bank, must not be seen to be competing for retail or corporate
business with other members of the banking system;

iii. the national DFI must operate with high integrity and be able to pass muster with the leading international
finance institutions because it will need to act as a trustworthy counterparty and partner;
iv. the national DFI must be a pure developmental institution, operate transparently, and base its investment
decisions on the profit motive and measures of developmental impact.
4.

In the pilot country, National Development Bank may be that Leader;
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1. Any country embarking on a national plan to address a large housing deficit needs an institution that can be
empowered to work across many different sectors and bring together players - including private sector (national
and international), governmental agencies and regulatory bodies, to work collaboratively within the framework of
a carefully considered and broadly accepted plan.

Operating Principles for NDB
7

Like any development finance institution, a national development bank (NDB) works within the policy
framework of its own government, but invests for its own account and within the scope of a strategy
that seeks to develop and grow sectors of the economy that are national top priorities (we expect that
housing will be such a priority);

2.

NDB must be initially capitalized and licensed by the government. However, it will be a singular and
unique banking firm, licensed and supervised by the banking authority;

3.

The governmental shareholding can be a minority one. Certain issues of control can be structured into
a “golden share” held by the Minister of Finance;

4.

Other shareholders can be DFIs of international repute representing developed nations who want to
foster growth and development in SSA;

5.

NDB as the national DFI, must not be seen to be competing for retail or corporate business with other
members of the banking system;

6.

The national DFI must operate with high integrity and be able to ultimately pass muster with the
leading international finance institutions and top-tier private equity and Impact Investors;

7.

The national DFI must be a pure developmental institution, operate transparently, and base its
investment decisions on the profit motive and objective measures of developmental impact.
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1.

How It Works
8

• It relies on a national government that is willing to participate and to take a leading
role;
• This role entails increased support to an existing or the creation a new National
Development Bank (NDB) by the national government;
• The type of PPP we envision does not necessarily require government funding per se,
as the NDB can be a private sector enterprise with the national government holding a
“golden share”; NDB will be a specialized banking firm and regulated along with
commercial banks;
• NDB will be the Leader of the Plan and become the Sponsor and Initiator of the
investment projects and related ancillary efforts;
• The Plan will be consistent with the policies of the national government with regard
to housing;

• NDB acts on a for-profit and unsubsidized basis, similar to any pure private sector
investor or DFI, allowing it to attract private sector capital from outside the country
and mobilize private capital within the country.

An Initiative in Support of Housing & Housing Finance

• This Initiative is a holistic, market-based approach and consists of a blueprint of
action called a business plan (the Plan);

Need for One Pilot…for now
9

• Since it is ambitious and requires collaboration between public
and private sector, it may be difficult to implement unless there
is a national consensus;
• Therefore, we suggest trying it out in one country as a pilot
initiative;
• The Plan we recommend might take 5 years to implement;
• There will be “lessons of experience” along the way;

• The country next in-line will gain from these lessons, but the
country-next-line doesn’t have to wait 5 years;
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• This Initiative needs to prove itself.
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The Details

Requirements for a “Pilot” Country
11

The Initiative is intended to holistically address systemic country-level disconnects, and could
work well in a number of countries (not all) of the Region; What does it take to qualify?

PRECENDENT CONDITIONS

1.

Housing Finance

i.
ii.
iii.
iv.
v.
vi.
vii.

2.

Housing Production

a. professional-grade urban planning by local government with the support of the
national government;
b. commitment to invest in needed infrastructure to support large-scale and wide-spread
housing development;
c. Availability of large parcels of land for community development projects.

3.

General &
Overarching

1.
2.
3.
4.

functional mortgage lending legal framework;
a well capitalized and supervised banking system;
ability to register properties and liens on property;
suitable framework for dealing with defaulting loans;
private sector institutional investors (private pension funds);
legal and tax framework for securitization; and
functioning credit rating agencies.

Significant housing deficit, proving difficult to reduce;
Popular demand for new affordable housing;
A national government ready to try creative and transformational solutions;
A national government willing to explicitly support well-designed subsidies with a longterm commitment to span many budget cycles;
5. A country will a stable and private-sector oriented political regime;
6. A national government willing to institute policy changes to accommodate the Plan.
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PLAN
COMPONENT

Private Sector Pension Reform
12

1.

2. Many countries of the Region have already embarked on such landmark reform;
3. Other countries of the Region are just getting started;
4. Countries working on private pension reform are all candidates to be the Pilot
country of this Initiative;
5. In addition to direct support to a national mortgage market, private pension
funds stand to be important in-country investors in real estate development and
in the long-term holding of REIT-type structures;
6. REIT-like structures are key to the development of the rental housing option, a
valuable alternative to outright home ownership, and to the development of
various kinds of commercial properties that are vital components of welldesigned community-style housing estates [e.g. retail shopping, office parks,
warehousing and industrial parks].
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Private sector pension reform is critical for the development of secondary
mortgage markets and the solving of maturity mismatches in mortgage
portfolios;

Components of a Transformational Plan
13
The following outlines a typical business plan for housing and housing finance sector development consistent with the
Principles above:
Generally, the national banking system is the best deliverer of mortgages. The banking system must be well
supervised and capitalized. Stand-alone specialty mortgage lenders (NBFIs) can be part of the plan. These lenders must be encouraged to work
competitively to fight for market share, but competition must be constructive, not destructive. Therefore, TA is needed to standardize mortgage
lending, including mortgage products, under the aegis of the secondary market company. This is needed to increase throughput in the system.
The immediate goal is to infuse the banking sector will liquidity through a number of structures, foster competition, and generate volume.

2. Boosting housing production. National housing production must be increased dramatically and the private sector must lead the way.
Any investment program must provide for investment support of real estate development companies who are committed to build in quantity,
namely large-scale housing estates with a threshold percentage of homes in the “affordable” category. The Plan must support REIT structures
that can off-take some of the housing production and offer rental options or lease-to-buy options. Support will be needed from local and national
government to provide access roads, trunk utilities lines, other infrastructure and help in amassing large parcels of land.

3. Providing technical assistance.

An important part of boosting housing finance, aside from providing liquidity, is the support that is
required to improve the wide variety of skills needed by lenders in this sector. Aside from the skills required to originate and service individual
mortgage loans, lenders need strengthening in portfolio management, risk management (credit and interest rate risk), marketing, and long-term
strategy.

4. Addressing mechanisms for affordable housing. Designing subsidy mechanisms.

Fostering “affordable” housing implies that
most, if not all, purchasers will typically need long-term financing. The lower and lower-middle income segments will likely need some kind of
additional boost beyond the normal market-rate mortgage to get on the home ownership ladder, and the national economy stands to benefit in
many ways by supporting entry of such households. Subsidies may well be in order, but must be carefully crafted to achieve maximum impact at
least cost and must pass several tests before being incorporated. Subsidies should promote rather than reduce commerciality of the Plan,
promote rather than distort competitiveness of the market, and foster structural dynamics that make housing more affordable not just in the
short-term but systemically and over the long-term as well.
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1. Boosting housing finance.

Potential Strategic Investors in NDB
14

2. A template for this already exists in Tanzania. The Financial Sector Deepening Trust (FSDT) was incorporated in this
country in July 2004 with an overall aim to develop a deeper financial system that can provide greater access to finance
to more citizens. It commenced operations in 2005.
3. To deliver on its goals, FSDT already worked with the support of a number of donor partners. We propose that
international development agencies such as these take the lead in (re)capitalizing National Development Bank in the
Pilot country, and perhaps add more partners for broader support and access to more extensive resources.

Estimate of Financial Resources Needed
a.

An estimate of the capital needed to support a fullyintegrated investment program for the housing and
housing finance sectors is roughly $600 million;

b.

As lead investor and Sponsor for all projects, NDB
might need to invest around $60 million of its own
(new) capital, and as first investor, would be able to
mobilize additional capital from other investors (see
later slide); to build-out the entire investment
program;

Example: FSDT Development Agency/Donor Partners TIB
1

Foreign Affairs, Trade and Development Canada (DIFTAD)

2

Danish International Development Agency (DANIDA)

3

Swedish International Development Agency (Sida)

4

Bill and Melinda Gates Foundation

5

Department for International Development (DFID-UKAid)

c.

NDB equity capital can be further supplemented by its own issued debt capital, issued to local investors and the shareholder group;

d.

The adjacent table lists five international development agencies who currently support FSDT and might be persuaded to invest in NDB
equity in order to make this pilot initiative a reality;
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1. We are proposing National Development Bank (NDB), as an agency of the Government of the pilot country, also be
capitalized to lead focused development of key sectors of the national economy, starting with housing and housing
finance. NDB can mobilize within-country forces while also mobilizing a variety of international players for the good of
the economy. Among the “key” sectors is housing and housing finance which we suggest can be the pilot of this new
kind of initiative. Further, interested IFIs can be the ideal partner for NDB to get started.
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The Implementation

Overview of a Sector-wide Business Plan
16

Vision &
Objective for the
Sector

Key Sector
Constraints

Proposed NDB
Interventions

•
•
•
•

HOUSING FINANCE

AFFORDABLE HOUSING

Funding for lending is hard to obtain;
Expertise in lending is lacking;
Standardization in lending is needed;
Interest rates (and spreads) are too
high.

• Insufficient local RE development expertise
& no experience in building large-scale
estates;
• Lack of equity investors in housing and lack
of construction finance for large-scale
projects;
• High cost of building materials (imported).

1. Create a mortgage funding facility to execute
mortgage securities transactions for
institutional investors
2. The Facility will sponsor mentoring and
education among lenders and use of the IFC
Mortgage Toolkit
3. Create a facility within NMC to finance
secondary market activities in mortgages,
creating liquidity and conduit services
4. NDB to sponsor a credit line funding facility to
on-lend to banks for origination of mortgage
loans

1.

Sponsor a REIT vehicle to catalyze
equity funding for large-scale
housing projects
2. Sponsor creation of a construction
lending facility, attract both equity
and debt investors. Foster debt
funding to worthy housing
projects, demonstrate and mentor
expertise in construction finance
3. Actively recruit offshore investors
in property development

1. Deploy the IFC Mortgage Toolkit
and insure its acceptance and
use broadly in the market
2. Create a Housing Finance
University to train and mentor
bankers in the art of mortgage
lending, construction debt
financing, and construction
project management

$350 million

$1.0 million

$250 million

Estimated Budget

Local Partners

Key Partners

1.
2.
3.
4.

TECHNICAL ASSISTANCE
• Lack of technical expertise and
experience in the banking side and in the
investment in mortgage-related
securities;
• Lack of expertise in project management
to build large housing estates.

Ministry of Finance & Planning, Ministry of Lands, etc.
National Housing Corporation (NHC)
Private Sector RE Developers
Private Sector Investors (NSSF, Insurance companies,
private sector pension funds and asset managers)
5. Commercial Banks

Development Banks
1.
2.
3.
4.
5.

Shelter Afrique
African Development Bank
IFC
KfW
Others

Private Sector Offshore
1.
2.
3.
4.
5.

Private equity firms
Real estate developers
Construction expertise
Other investors and entrepreneurs
Investor in domestic building
components production
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 Increase supply, bankability and affordability of housing, erase the national housing deficit

Address the supply of affordable housing and reduce costs by fostering large-scale housing estates

Attract investor funds (equity and debt) to build affordable housing
 Increase availability and pricing of housing finance (mortgage loans)

Standardize all aspects of lending, make mortgage loans a commodity

Improve liquidity of mortgage loans, create risk management mechanisms to improve safety and performance

Create funding links to local capital markets where there is long term funds and desire to invest in mortgage securities

High Level View: 5-Year Investment Plan

Housing
Finance

1. Secondary Market Facility (NMC). This will be an ongoing vehicle to continue the gains of the First MBS and to make
such operations routine.
2. Residential Credit Line Facility (RCLF). Sourcing $200 million in local currency for on-lending to qualified mortgage
originators, who can then recycle these funds through interaction with NMC.

Housing
Production

1. Alpha Development Fund/Management Co. NDB and other investors will capitalize this firm to do real estate
development for multiple projects, spawn multiple large-scale housing projects through SPV structures to ring-fence
each development and manage the complete build-out and sale of units.
2. Beta Development Fund/Management Co. Same as above, but created in parallel to provide the benefits of
competition, offer would-be homeowners choices, and produce more homes than one investment alone would
accomplish.
3. First REIT. This is the pilot country’s first real estate investment trust, created for the purpose of purchasing at
market value a certain percentage of production in the market (from Alpha, Beta, and others). First REIT will hold
the homes and rent them out under straight rental agreements or under rent-to-own agreements.
4. Construction Finance Facility. This investment creates a specialty lending institution will concentration of
knowledge and experience in lending to large-scale housing projects, plus empowered with financial resources to
support the quantum of lending needed to build-out projects.
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Technical
Assistance

1. Introduce and implement in the pilot country the IFC Mortgage Toolkit. This toolkit provides guidelines for all
aspects of mortgage lending and, among other things, standardizes all key aspects, products and processes in the
origination, underwriting and servicing functions. Use of the toolkit broadly by the market will help commoditize
mortgages and open up secondary marketing.
2. Implement a housing finance university. This is simply a training program that should be ongoing, offering a variety
of courses by experts and mentors in various aspects of both primary and secondary mortgage lending and
operations. It will be suitable for a variety of players, not just bankers.

Developmental Impacts
HOUSING
PRODUCTION

HOUSING FINANCE

•

HIGH LEVEL
IMPACTS
&
IMPACTS
WITH FINER
GRANULARITY

•
•
•
•
•

•
•

•

Lower cost of finance for
consumers;
Greater availability of loans
leading to higher levels of home
ownership and improved social
stability, public health and
educational achievement;
More competition among lenders
Better customer service
Reduced credit risk for lenders
Enhanced liquidity for lenders;
Greater access to banking services
as banks use mortgage lending to
attract consumers;
Improved overall risk
management at banks
Greater growth in the long-term
savings markets as pension funds,
insurance companies and asset
managers improve their interest
rate risk management and
improve their returns to
investees;
The pilot country attracts more
foreign capital

•

•
•
•

•

•

Greater availability of loans and at
cheaper prices causes greater
affordability which leads to higher
levels of home ownership and
improved social stability, public
health and educational
achievement;
Improved urban development;
More job opportunities at all skill
levels;
Significant boosts to GDP
stemming from increased
economic activity and from both
upstream and down stream
effects of increased home
ownership;
Investment capital will be
attracted to the pilot country in
search of solid returns in real
sector as building components
and materials will be produced in
increasing quantity and quality
within the pilot country;
The pilot country can become an
exporter of such materials to
neighboring countries and earn
foreign exchange, strengthening
the local currency.

•

•

•

•
•

•

The Plan’s technical assistance
interventions will have multiple
immediate and long-term
benefits:
The use of the Toolkit will
organize mortgage lending under
safe and sound principles of
lending in this sector;
In addition, it is likely that this will
spawn interest in many quarters
for similar initiatives in other
lending disciplines such as
consumer banking, commercial
lending, and SME lending;
Overall, lending will be less risky
and with higher liquidity;
The HF university will improve
professionalism among bankers,
including but not limited to
executives, as well as among
investors of all kinds;
The capital markets will be
enhanced as support firms of
many kinds will gain experience
and flourish through more
transactions.
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•

TECHNICAL
ASSISTANCE

Overview of Investment Projects
19

OBJECTIVE: To improve liquidity
and competitiveness among
mortgage lenders. EFFECT:
encourage entry of new lenders,
lower interest rates and increase
affordability, opening funding to
local and regional capital markets.

OBJECTIVE: Make construction
funding available in large
quantities for large and complex
projects, introduce consortia to
markets. EFFECT: Large-scale
projects can executed, risk is
reduced, supervision and
execution improved.

OBJECTIVE: “Move the needle” on
quantity of bankable and
affordable housing stock, enable
production of large-scale estates.
EFFECT: Increased availability of
homes, lower prices,
improvements in design and
quality of living.

Housing
Finance

Construction
Finance

Housing
Production

1

Secondary Mortgage Market

2

Residential Credit Line Facility

3

Construction Finance Facility

4

Alpha Housing Development Company

5

Beta Housing Development Company

6

First REIT
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THE PLAN IS CENTERED AROUND A WELL-DESIGNED AND INTEGRATED SUITE OF INVESTMENT
PROJECTS. TAKEN HOLISTICALLY, THEY WILL BOOST EACH OTHER & IMPROVE AVAILABILTY AND
AFFORDABILITY OF HOUSING. ANY PLAN MUST BE CUSTOMIZED FOR COUNTRY-CONTEXT.

1

Secondary Mortgage Market

20
•

•

The Mortgaged Homeowners
The banking system and
others originate
mortgage loans and sell
them to the Secondary
Mortgage Market
Facility

The loans are sold
without recourse to
NMC for its own
portfolio.
OR
The loans are sold to
NMC without
recourse for the
immediate purpose of
pooling and forming
MBS for sale to
investors.

Bank A

Bank B

Bank C

Bank D

Banks who want to participate in
this business model must
conform their operations and
mortgage lending to the
requirements of NMC which are,
in turn, based on the IFC
Mortgage Toolkit. Any mortgage
loans not meeting those
requirements won’t be
acceptable to NMC

Capitalization of NMC:
1.

Secondary Market Facility(NMC)
2.

Corporate Bond Issuances

Mortgage Backed Securities (MBS)

Institutional Investors
Private
Pension
Fund
Managers

Asset
Management
Firms

NSSF &
other Public
Pension
Funds

Insurance
Companies

Mutual Funds

3.

NDB, Banks, Institutional
Investors, IFIs, impact
investors and others can be
founding shareholders;
Exit is an IPO in five years or
so;
As an example:
a. Total initial committed
capital = $50 million;
b. Equity estimated at $8
million, debt at $42
million;
c. Debt comes via corporate
bond issues guaranteed
by shareholders until
track record is
established.
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•

A secondary mortgage market facility stands between the primary market, generally banking firms that originate mortgage loans, and institutional investors who have long-term
investment horizons coupled with requirements for high-quality assets. Thus, it is an intermediary of sorts or a bridge connecting the two sectors. Each sector relies on the other for its
growth.
If a liquidity facility already exists, an upgrade in its capabilities and corporate mission can turn it into a secondary market company and conduit to the capital markets. We shall call this
upgraded (or de novo) entity by a generic name: National Mortgage Company or NMC;
Foremost among the NMC’s responsibilities is the organized and disciplined lending activities of the primary market. NMC must set high standards for origination, underwriting, closing
and servicing of mortgage loans, including standardizing the documentation and loan products.

Residential Credit Line Facility (RCLF)

2

21



INSTITUTIONAL INVESTORS

NDB (15%)

NDB acts as
sponsor and
administrator

Bank A
the pilot country Investors

IFI-A (40%)
Bank B

IFI-B (15%)
IFI-C (15%)

RCLF

Bank C

Secondary
Market Facility
(NMC)

the pilot country Investors

Nairobi Investors

Joburg Investors

IFI-D (15%)

IFIs invest debt by
subscribing to a
NDB sponsored
local bond issue.
$200 million in
local currency
equivalent terms is
raised to start the
operation.
Additional followon issuances are
possible. All are
denominated in
local currency.

Bank D
RCLF is an SPV created
for the sole purpose of
issuing bonds and on
lending the proceed to
a group of the pilot
country banks who
pledge to make
mortgages as specified
by the agreement and
the Toolkit.
NDB acts as
administrator and does
due diligence on the
banks who receive
funds

A group of local banks
agrees to take the
funding and create
mortgage loans based
on the Toolkit. Their
exit is to sell the
mortgages to NMC
which creates MBS,
sells the securities and
re-cycles the proceeds
to banks for more
mortgage lending.

NMC aggregates
mortgage loans
made by banks
using the Toolkit
and issues MBS to
institutional
investors. The sale
of bonds enables
95% of funds to be
recycled back to
banks for future
mortgage lending

Institutional
Investors take up
the MBS, with
originating banks
retaining 5% of first
loss bonds. The
rest of the funds,
the proceeds from
sale of MBS, is
recycled back to
Banks for new
mortgage lending.

Some longterm
investors
are local
pension
and
insurance
firms.
Others are
similar
firms in
Regional
markets
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A credit line facility, dedicated for residential purposes, can be created to provide initial liquidity to primary market mortgage lenders. This is a warehouse
lending facility;
Local currency funds are sourced from the local market and are medium term in nature. They are used by lenders to originate and table fund mortgage loans
which are then sold to NMC, with the lender retaining a five percent first loss obligation;
Upon sale to NMC, funds are released back to the lenders who start the origination and sale cycle again;

Construction Finance Facility (CFF)
This is a schematic of the institutional setup of a proposed CFF initiative and some details regarding proposed interactions;
The names of certain players are shown for illustration purposes only.

(Initiator & Sponsor)

IFI-1
(Founding Shareholder)

IFI-2
(Founding Shareholder)

IFI-3
(Founding Shareholder)

IFI-5

• Capitalization:
Equity = $50 million;
• CFF then raises $200 million in a
bond offering in regional capital
markets;
• The debt issue can be
guaranteed by the shareholders
as the CFF itself will have no
assets and no income flow at
the beginning.

(Founding Shareholder)

Group of
financial private
sector players
taking up at
least 60 percent
of shareholding;
One of these
players will
secund an
executive to
lead the
enterprise

Local Bank A
(Founding Shareholder)

Local Bank B
(Founding Shareholder)

Public Pension Funds
(Founding Shareholder)

• Thus, it will have sufficient
financial resources to hire expert
staff and executives and create
administrative and monitoring
systems and procedures.
• It doesn’t have to drawn all the
committed capital at once. Also, it
can file a shelf registration for the
bond issue and take down
according to its needs.
• RE Developers will see a facility
through which they can
reasonably finance their projects
and begin to start projects.

CFF is subject to
the normal
governance rules
and procedures
of any banking
firm.

Construction
Finance
Facility (CFF)
CFF gets potential access to
$250 million to finance
operations, evaluate and fund
projects. This signals to the
market that funding is
available as the firm builds its
expertise and begins to take
applications.

• Projects are
evaluated for
financial
concerns and
for
developmental
impact
(affordability)
• Worthy
projects are
funded and
monitored by
CFF
• Syndicates
may be
formed with
other lenders
in the market
• Typically, CFF
will be lead
lender, at
least initially
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A
Large scale
affordable
housing project;
equity already
committed
Other funding
bank or banks
join with CFF in
debt package

B
Large scale
affordable
housing project;
equity already
committed
Other funding
bank or banks
join with CFF in
debt package

C
Large scale
affordable
housing project;
equity already
committed
Other funding
bank or banks
join with CFF in
debt package
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Group of
development
finance and
impact
investors,
taking up no
more than 40
percent of
shareholding

NDB

3

Housing Production Investment Vehicles
23
INVESTOR GROUP 3

INVESTOR GROUP 1
4

Alpha Housing Development Company

Lead
Investor

Investor

Investor

Investor

Investor

Investor
Investor
Investor
Investor

SPV-1
10,000
units

SPV-2
5,000
units

SPV-3
4,000
units

SPV-4
8,500
units

6

First REIT
Established by investors to buy, hold
and rent homes produced by
developers.

INVESTOR GROUP 2
5

Lead
Investor

Beta Housing Development Company

Investor
Investor
Investor
Investor

SPV-A
3,000
units

SPV-B
6,500
units

SPV-C
2,000
units

SPV-D
12,500
units

NOTE: NDB and other IFIs invest in entities “4”, “5”, and “6”

Affordable homes for middle and lower
middle class tenants, some with leaseto-buy arrangements
First REIT buys some of the
production of Alpha & Beta
companies for long term rental
arrangements
(tax incentives might be in order)

NOTE: The entities “4” and “5” can be created
simultaneously. They are meant to work at the same time
and compete with each other. Investment “6” is the last
investment of the business plan and works based on actual
housing production of Alpha and Beta
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Lead
Investor

Addressing Impediments & Risks
24

1.

2. Various sub-sectors have to do their part and the failure of one sub-sector threatens
the entire Plan. If housing infrastructure, for example, cannot be expanded to serve
higher housing production or if transport and access roads cannot be created to
serve new communities, the Plan falls apart;

3. Housing must be produced in industrial-scale quantities, and building materials must
be sourced as never before;
4. Mortgage and national finance markets must meet the monetary and policy changes
of significantly higher volumes, or the Plan falls apart;

5. In the national strategy approach we have advocated in these pages, the full-hearted
by-ins by political leaders and governmental agencies are intended to make sure such
potential failures don’t happen;
6. In short, a holistic approach in the context of a public-private partnership systemically
integrates all activities and is the best mitigating factor to addressing failure.
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There are impediments and risks in the design, acceptance and implementation of
any transformative and complex business plan, this one is no exception;
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Administration

Matrix of Potential Participants
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MEDIUM TERM

LONG TERM

Formulation Period first 6
months from Inception

Commitment Period, 7
months to 1 year from
inception

Implementation Period, 1 year from
inception and continuing for 5 years.

LEADER

National Development Bank (re-0rganized, mandated and re-capitalized to support a wide-ranging

PARTNERS

1.

(the “Consortium”)

business plan)
A private sector investor

2. DFI - 1
3. DFI- 2
4. DFI -3

1. NDB
2. Liquidity Facility
3. Central Bank

Many private equity, impact investors
and other DFIs

INVESTORS

A significant private
sector investor

NDB

1.
2.
3.

local investors (private sector)
International (strategic investors)
Impact Investors

COMMERCIAL
PLAYERS

None required in this stage.

•

1.

Local development and construction
firms
Local suppliers of building materials
Homeowners

•
•
•

•

DFIs

GOVERNMENT
OFFICES

1.
2.
3.
4.

Shelter Afrique
AfDB
OPIC
KfW

1.
2.

Office of the President
Ministry of Finance &
Planning

Members of the country
banking system
Pension funds, both public
and private
Insurance firms
Other investment firms
(mutual funds, etc.)
Residential RE development
firms

2.
3.

…and others…
1.
2.
3.

Ministry of Lands, Housing and Human Settlements
Ministry of Industry, Trade and Investment
Ministry of Works
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SHORT TERM

The Administrative Picture
This initiative requires a number of early-stage steps and collaborations. Our vision for the road to implementation is as follows…
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SEED EQUITY RAISED
Form Consortium of Supporters:
(Visionary DFIs plus private sector)
• DFI - 1
• DFI – 2
• DFI – 3
• DFI – 4
• Private Sector Investors
Consulting
work needed
to formulate
the sectorwide
business plan
is funded by
Seed Equity

Funding for
consultancy work to
execute
Implementation I &
II is funded by the
investment projects
via the National
Development Bank

•
•
•
•
•
•

President
Minister of Finance
Minister of Housing
Minister of Infrastructure
Central Bank
National Development Bank (NDB)

Mandate granted to design the “new approach” for Country X
HOUSING FINANCE

1.
2.
3.
4.
5.

HOUSING PRODUCTION

Perform country due diligence
Draft Business Plan
Present Plan, make adjustments
Obtain management (NDB) approval
Negotiate Implementation Arrangements

IMPLEMENTATION I
1. Setup Investment Projects
2. Raise Capital
3. Hire Staff
4. Bring in TA

IMPLEMENTATION II
1. Run the Investment Projects
2. Make sure development
objectives are realized
3. Report to Investors
4. Execute eventual IPOs

The National
Development Bank,
the Visionary DFIs,
Other DFIs, Impact
Investors and
Private Equity
Investors provide
equity capital to
implement the
investment projects
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PILOT COUNTRY LEVEL
ACCEPTANCE

Proposed Next Steps
1. Formalize the consortium of supporters, choose a pilot country;

3. A follow up meeting can be held to widen the circle of stakeholders. Present as this meeting might be high-level
representatives of the Bank of the pilot country, Ministry of Finance and Planning, Ministry of Lands, Housing and
Human Settlements, Ministry of Industry, Trade & Investment, National Development Bank, among others;
4. Decision is taken to proceed;
5. Negotiate contract to build a Sectoral Business Plan for housing and housing finance, the subject of the concept
note;
6. Research, drafting and analysis towards presentation of the business plan to stakeholders;
7. The Business Plan is presented, questions addressed, discussion held about its merits, weakness and strengths. If
found necessary, the Plan is modified to address concerns that have been put forward;
8. The Plan is finalized, ratified and adopted by stakeholders, and a decision is taken the National Development Bank
will lead the implementation and be responsible for its success;
9. An implementation contract whose goal is to actualize the Plan in its entirety is concluded. This includes the
realization of the investment projects called for by the Plan, design of subsidy mechanisms acceptable by the
government, design and sourcing of a technical assistance program to support the investment program, and the
raising of sufficient capital to ensure success.
10. Capital raising. Capital raising first comes for the National Development Bank as Sponsor. This organization will
have to go through a recapitalization and be re-organized accordingly. Additional capital must be raised from
within the country and from foreign sources to complement investments for NDB’s own account.
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2. Initiate contact with Ministry of Finance of the pilot country as Champion of the initiative; hold follow up call to
discuss it. The presentation would lay out the proposed process in detail, and the forum convened for this
presentation would engage in discussing the risks and benefits of the proposed endeavor.
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Proposed Next Steps: Diagram
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Present/Initiate at AUHF Conference

Initiate contact with MoF in
Pilot Country, present details
of Initiative, obtain buy-in

Hold follow-up meeting to
widen the circle of pilot
country stakeholders

Business Plan is completed
and presented to
Stakeholders for approval

NDB negotiates contract with
GHS for Stage I and Stage II
implementation

Formalize recapitalization plan
for NDB and draft offering
documents

Private
Equity

Decision taken to proceed
NDB Raises new capital
Incorporate NDB if it doesn’t
already exist

GHS signs contract with NDB
to build a customized business
plan.

Investment projects are firmly
established with Consortium of
Supporters and private sector capital

Investment projects are
initiated with NDB as Sponsor
and first investor

Impact
Investors

DFIs
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Formalize Consortium of Supporters
& Choose Pilot Country

Thank You
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