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An introduction to Select

Loan Book Countries
Support Countries

 Member of the African Alliance Group

 Operating in southern Africa for over 10 
years

 Provider of retail financial services for the 
non or under-banked market 

 Focused on unsecured credit for the 
purposes of housing, education and other 
client needs

 Best-in-class operating platform offering 
seamless processing, centralization of loan 
approvals and easy expansion into new 
markets & new products

 Highly professional management team with 
extensive microfinance and retail banking 
experience

 Commercial enterprise that generates real 
social impact

Currently operating in 8 countries 



Providing financial services for the low income population

Portfolio characteristics

87% of our clients earn less than $750 per month

One-third of our clients use our loans for housing 63% of our clients are women

60% of our loans are for $4,500 or less
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Why HMF – Selects experience

 Historically, Select offered ‘generic‘ credit 
products, used for a variety of purposes

 We observed that many of our clients were 
using our loans to improve their homes

 This sparked our development of a unique, 
proprietary Home Product

 Represents a sustainable, private 
sector solution to the wide shortage 
of housing across Africa

 Improves credit quality of portfolio by 
attracting borrowers who are rooted 
in the community

 Encourages borrowers to use loans 
for the purposes of asset generation, 
rather than consumption

 Underpins broader economic 
development through the creation of 
a more formal housing market 



Widespread housing shortage across Africa
Most African countries faces annual housing deficits of hundreds of 
thousands of units – traditional approach is NOT working

Botswana (pop. 2 million)
 Urgent need for housing 

solution in the P40K to 
P100K range

Malawi (pop. 15 million)
 90% of urban Malawians 

live in slum conditions

Mozambique (pop. 23 million)
 1.3 million urban 

households live in 
inadequate housing

Kenya (pop. 39 million)
 Estimated annual housing 

deficit of 150K units

Data courtesy of FinMark Trust’s “Access to Housing Finance in Africa: Exploring the Issues” series, UN Habitat ‘s State of the World’s Cities 2006/07 Report 

Ghana (pop. 23 million)
 Housing backlog of over 1 

million units

Uganda (pop. 32 million)
 Estimated annual housing 

deficit of 560K units (160K 
in urban areas)

Rwanda (pop. 10 million)
 Estimated annual housing 

deficit of 16K per annum 
in urban centres 

Tanzania (pop. 42 million)
 Housing deficit of 3 million 

units

Zambia (pop. 13 million)
 80% of total housing stock 

is informal



Why is HMF needed in Africa?
Large portions of the African population remain financially excluded

Data courtesy of Centre for Affordable Housing Finance in Africa 2010 Yearbook



What is HMF? 
Not a subset of microfinance, but rather a separate asset class 
encompassing initiatives that:

• Target the habitat needs of the poor and the “working poor”

• Extend relatively small loan amounts (compared to a traditional 
mortgage) based on repayment capacity – incremental building

• Are usually not collateralized

• Are priced to ensure long term financial viability and scalability of the 
provider 

• Allows you to achieve scale by self build



HMF versus classical microfinance

Enterprise microfinance Housing microfinance

Purpose of loan

Tenor of loan

Credit 
enhancement

Client

“Productive” investment, 
such as microenterprise

“Asset generating” 
investment, such as 
housing 

Unemployed or 
underemployed

Non or under-banked

Short Medium to long (up to 60 
months)

Group lending

Social pressure

Continuity of payroll 
collections

HMF offers different investment characteristics to enterprise or ‘classical’ 
microfinance…

Employed breadwinner, 
supporting a large family

Non or under-banked



TitleSecurity

Conventional mortgage Housing microfinance

Require formal plans

Single-stage processConstruction

Traditional / tribal land 
tenure

Informal building

Incremental process (“as 
and when affordable”)

Typically top 1% or less 
of the population

Client 
creditworthiness

$125 to $1,000 per month 

5 to 30% of house valueDeposit Typically nil

HMF versus mainstream housing finance
Mainstream banks offering conventional mortgages exclude the vast 
majority of Africans from accessing housing finance



Does HMF work – can it fill the gap
Existing home finance methodologies are not working

• Classical microfinance extends significant credit to low income earners, but 

it is not being successfully directed to housing

• Conventional mortgages and traditional “long-term, low interest rate” 

financing is not the only way to finance a home 

• Incremental housing and self-build is a viable alternative in the right areas 

and with the right technical assistance

• Notion that high and middle income housing needs should be addressed 

before low income housing needs is flawed – should be concurrent

• HMF is as complex as you allow it to become!



What level of technical assistance is provided?
Technical assistance is an important component of HMF, however the 
degree of technical assistance can vary widely by provider

Building advice
Materials costing
Template plans

• Any technical assistance that is provided must be of sufficient value that the 

borrower is willing to pay for it as part of the loan

• In Select’s experience, borrowers overwhelmingly prefer housing products that 

are not overly prescriptive as to what, where and how they build

“Facilitator” “Developer”

Design of home
Contracting

Oversight of 
construction 

process

Certification 
of final 

structure



Building advice

• HMF clients will typically use unskilled labour or 
self-build for part or all of their home

• Basic construction advice can avoid common 
building problems

– Digging foundations (depth, strip vs. raft)

– Laying the floor slab (placement, using 
waterproof sheeting, what to do when 
building on a slope)

– Laying bricks (using a damp proof course, 
leaving airbricks)

– Installing doors and windows (use a lintel, 
avoid gaps)

– Roofing (placement of roof beams, length of 
overhang)

– Plumbing and electricity (what electricity 
board to choose, how to collect rainwater)

Self-building assistance



• What to look for in a builder

– Get quotes from a few different builders

– Go to see their previous work and talk 
with their previous clients

• Issues to discuss with your builder before 
proceeding with the project

– What will the work include?

– What is the time frame?

– Who will fix faults after you move in?

• How to pay your builder 

– Pay in installments rather than upfront

– Ask for a receipt

• How to draft a contract

– A very basic contract can avoid 
misunderstandings and costly mistakes

Contracting with a builder

Building advice



Building advice
Template building plans

• Using basic plans can dramatically improve the 
quality of the finished product

– Appropriate situation of the home (e.g., 
facing north in the southern hemisphere)

– Catering for future extensions (e.g., ensuring 
that floors, wall joints and the roofline will ‘tie-
in’  when building incrementally)

– Correctly estimating materials costs 

– Making sure that bathrooms and kitchens are 
close together to reduce plumbing costs

Sketch your house first!



Building advice
Template building plans



HMF offers numerous benefits for both 
borrowers and lenders

Borrowers

• Enables asset generation 

• Facilitates microenterprise, such as micro-landlord arrangements, 

workshops or back-of-home spaza shops

• Offers improved health and security 

• Enhances self-esteem

• Enormous opportunity for spin-off industries (roofing, supplies, fittings etc.)

Lenders

• Diversification of loan portfolio

• Improved client retention 



What do clients want from HMF?

• Flexibility with respect to building 
design and technique

Like

• Straightforward loan approval 
process and speedy service

• Prescriptive building requirements

• Lots of ‘hoops to jump through’

• Mandatory third-party dispersals, 
which demands the use of formal 
suppliers

• Voluntary third-party dispersals, 
which allows some use of informal 
suppliers

• Referral to technologies that reduce 
the cost of construction, ideally with 
supplier discounts

• Ability to use loans for small 
improvements to existing homestead

• Exclusive focus on new builds

Don’t Like 

• Technologies not in keeping with 
social norms (e.g., ‘pre-fab’ housing)



How can HMFIs lend where the banks won’t?
1. Be flexible to forms of land tenure other than formal title

• Seek alternative forms of credit enhancement

– Improve the continuity of collections (e.g., by using payroll deduction)

– Use other forms of security where available (e.g., pension savings)

• Ensure that the loan is affordable for the client

– Target clientele with stable ability to pay 

– Robust loan application process that grants loans based on 
appropriate affordability criteria

• Price appropriately for the risk borne

– Avoid distorting market pricing

– Create a long-term, sustainable, private sector HMF solution



How can HMFIs lend where the banks won’t?
2. Facilitate building/improvement process to ensure a quality end product

• Housing loans have higher credit quality than other types of loans

– Owning a home roots people in the community

– Fixed address improves ability of HMFI to collect arrears

• Offer basic advice on the building process 

– Basic plans and recommendations on situation of home

– Step-by-step guides for self building (e.g., how to mix concrete)

– What to think about when contracting with a builder

• Act as a ‘channel’ for quality housing and ancillary products

– Low-cost building techniques, such as the iBrick

– Solar and water-harvesting products appropriate for the HMF market



How can HMFIs lend where the banks won’t?
3. Offer affordable credit

• Demonstrate to clients how a quality end-product can be achieved through a 
phased construction process

– Incremental building reduces cost of carry substantially

– Is in keeping with how clients build in practice

• Operate efficiently

– Access best-in-class, plug and play loan book administration systems

– Centralise back office functions

• Obtain attractive financing

– Loan product pricing is a function of the HMFIs cost of funds

– Aligned investor partners are critical to expansion



How can HMFIs lend where the banks won’t?
HMF can be affordable even at rates significantly above mortgage rates

Traditional Mortgage
$10,000 Home Loan at 25% interest

Incremental HMF Loan
5 x $2,000 Loans at 50% interest

The installment associated with a Traditional Mortgage 
Loan at 25% interest is still 55% greater than that of an 
Incremental HMF Loan at 50% interest.
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Monthly installment: $233
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Total repayment: $18,000



Some of the challenges Select has faced

• Traditional guarantee schemes only cater for Mortgage finance

• Governments do not differentiate MHF from traditional consumer 
finance

• Cost of finance, including FX challenges etc.

• Overall levels of affordability

• Understanding of the MHF concept – scale versus the common project 
plan



Linked products - iBrick
iBrick

• Soil stabilized brick that represents the latest 
in brick production technology

• Most types of in situ soil are suitable for 
making iBricks 

• iBrick machine is small and light enough to be 
towed behind a pick-up truck

• Offers a number of advantages:

– Virtually no cement is used during the 
actual building process

– Faster to build with than other building 
systems

– Allows for the use of unskilled labour

– Provides a ‘face brick’ finish

– Green building technique with potential 
for CDM carbon credit projects

• Can dramatically reduce the cost of 
construction - up to 40% in some countries



Linked products - Solar

Electrification rate (%)
Population without 

electricity (millions)

There is enormous 
opportunity for solar 

products in Sub Saharan 
Africa where 587 million 

people are without 
electricity.



Linked Products - Solar
Solar

• Solar energy is abundant in much of Africa

• Solar electricity offers important benefits:

– Provides electricity to communities that 
cannot afford or do not have access to grid 
electricity

– Can meaningfully enhance quality of life by 
enabling children to study , providing media 
access (TV and radio) and ensuring 
connectivity (charging mobile phones)

– Avoids fire  and health hazard caused by the 
use of paraffin or kerosene lamps 

• Attractive products are available for the HMF 
market:

– Portable solar batteries (from US$320);

– Solar water heaters (from US$200);

– Installed solar home systems (from 
USD$1,000)



Linked products – Water and Water Harvesting 

• UN Environment Programme report concluded that  “Africa is not water 
scarce…the rainfall contribution is more than adequate to meet the needs 
of the current population several times over”

• Home water harvesting systems are low cost, simple to deploy and require 
very little maintenance

• 1mm of rain allows you to harvest 1litre of water per square meter of roof 
area

• Attractive products are available for the HMF market:

– Basic rain water tank (from US$300);

– Installed tank with gutter collection (from US$600);



Mr. Kunene is a 52 year old Government of Swaziland employee and the
breadwinner of his family. He is employed as a teacher in one of the rural
settlements in the Western Hhohho Region. He previously lived in a government
house, and harboured the dream of owning his own home. In 2005, he began to
search for a small plot of land on which to construct a house. He quickly
encountered the problem of obtaining finance for this endeavour, as
conventional loan products were too costly for him on a monthly salary of
E3,510 (~US$530). He then approached Select, a housing microfinance
institution in Swaziland, where he qualified and was approved for a loan of
E20,000 (~US$3,000). This he chose to repay over a period of 24 months.

Mr. Esau Maxwell Kunene

Article published in FinMark Trust: Scoping the Demand for Housing Microfinance in Africa, 2009

He used this first loan to build a foundation and to purchase some building
materials such as cement. The loan was not enough at the time to finish his
house, and once he had finished paying the loan off in August 2005, he rolled
over the loan, which he did repeatedly a total of ten more times, making the
grand sum of money borrowed E57,000 (about US$8,500). With this, he has
finished building the walls, roofing, and wired and connected his five roomed
home to the electricity grid. A further loan in July 2008 of E9,590 (about
US$1,400) was used to purchase fencing materials, build a gate and plant trees
around his home. Mr. Kunene is very pleased with the housing product and
intends to borrow more to complete tiling his home and to finish a one room flat
that he intends to rent out.

A Select success story…



Mr. Mashwama is a Correctional Services’ officer at His Majesty’s
Correctional Services in Big Bend, Swaziland. He is 41 years old and
married with 2 children aged 4 and 6 years. He has been living in his
parental home since birth; as the eldest in his family, Swazi culture
requires that he live in his parental homestead whilst the rest of the
children have to look for land to build their own homes. However, after
getting married he realised that his growing family would need their own
home, even if it was only a few metres away from the family’s big home.

His major challenge for the past few years has been the health of his first
born child, who was born with a spinal cord disorder leading to lower body
paralysis. He first borrowed E2,000 from Select in 2003 to fund medical
treatment for his daughter and then took several additional Select loans to
fund the education of children from his extended family.

Mr. Mashwama’s dream was to build a 6-room home for his family. To
finance this project, he first accessed a loan of E34,000 from the
Asihlumisane Cooperative Society for Correctional Services staff. He then
came to Select for another loan of E16,800 in 2008. These loans were
used to start the foundation, build walls and for electrical wiring.

In January 2010 he accessed another loan of E16,600 from Select to
continue his building project. Once the house is completed, Mr.
Mashwama is looking forward to clearing the yard and establishing a
garden. Although he faces challenges in building his home, paying his bills
and looking after his disabled child, he is a happy man and eager to
continue accessing loans from Select to finish his house.

Mr. Vusie Clement Mashwama

Another Select success story…



Mr. Adontsi Phillip Zenzele is a Mosotho man employed by the Government of
Lesotho as a soldier. He is proud to have recently completed the construction of
his own 3 bedroom house in a peri-urban village to the north of Maseru.

Mr Zenzele previously rented a 2-room house where he lived together with his
family of six and paid monthly rent of M230. He was determined to fulfill his
dream of building a home on a plot that he had owned for years. By October
2007, he had managed to save enough to construct a 2-room structure on the
plot. To keep construction costs low and ensure that all the building materials
were used efficiently, he built the house himself during his spare time.

Mr. Zenzele could not afford to develop his home further, but he knew that 2
rooms was not sufficient for his large family. He approached Select’s office in
Maseru for a loan to purchase the cement, frames, sand and bricks that would
allow him to enlarge the house. He was approved for a loan of M14,000 which
he chose to repay over a 36-month period.

Mr. Adontsi Phillip Zenzele

By October 2009, Mr. Zenzele had completed the walls for the
new rooms of his house. He returned to Select’s office to discuss
accessing additional credit to complete the roof and plaster the
walls. As a client in good standing with Select, he was approved
for an additional M9,000.

There is still more work to be done, including painting, tiling and
finishing the ceiling but the family has now moved into their new 3
bedroom house. According to Mr. Zenzele’s wife “there is nothing
like owning your own home, even if it’s not quite finished!”

Another Select success story…


