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sector workers and, in many African countries, provide only limited benefits even to formal sector workers.
Within countries, the poor and vulnerable are particularly exposed, with migrant workers, refugees and other
marginalised groups likely to be worst hit. GDP per capita is not expected to recover to 2019 levels until 2024
(with risks tilted to the downside), and the crisis has reversed an expected decrease in the number of people
living in poverty (IMF, 2021a). This could result in an additional 30 million people in sub-Saharan Africa living in
extreme poverty by 2021, plus an additional nine million in the Middle East and North Africa (MENA) region,
relative to pre-crisis projections (World Bank, 2021a)®. The economic challenges facing households and the
imposition of lockdown measures have exacerbated existing tensions and reduced trust in government
institutions, triggering social unrest and destabilisation in several cases. Pangea-Risk, for example, reports that
many African governments are facing criticism from citizens for a perceived lack of preparedness, corruption
scandals, and for imposing new lockdowns too late, thus weakening confidence in the state (Pangea-Risk, 2021).
Of the 39 countries on the World Bank’s harmonised list of fragile and conflict-affected situations, 20 are in
Africa’.

The fiscal response to the crisis has been muted in African states compared to advanced economies, but the
increased debt burden in Africa has limited capacity to support the recovery. African countries’ fiscal stimulus
packages up to mid-2020 represented about 1-2% of GDP, supplemented by monetary stimulus estimated at 2%
of GDP®. This is close to the average for low-income developing countries worldwide reported by the IMF (around
2% of 2020 GDP over a one-year period from the start of the crisis). By contrast, emerging markets implemented
a package equivalent to around 4% of GDP over the same period, while the package implemented by advanced
economies was equivalent to around 16% of GDP (IMF, 2021b). This reflects the weaker capacity of African states,
compared even to emerging markets, to use fiscal stimulus to support their economies during crises. Even
without a large fiscal stimulus package, the average fiscal deficit across Africa rose from 5% of GDP in 2019 to
over 8% in 2020 as African states sought to address the health and economic effects of the crisis while
experiencing often dramatic contractions in revenues®. A lack of fiscal space meant that the deficit led to
increased borrowing, which African states have less capacity to absorb than advanced economies. Before the
pandemic, average public debt was expected to gradually decline across Africa, but average net government
debt rose by 2 percentage points during 2020, reaching 61% of GDP. The rise was even steeper for sub-Saharan
Africa, exceeding 6 percentage points on average. Because of this increased debt burden, countries are facing
higher debt servicing costs and some have lost international market access altogether, leaving them dependent
on relatively limited domestic resources and concessional funding'®. Sixteen African countries have been
downgraded by at least one ratings agency since the start of the pandemic, including one country that defaulted
(Zambia)'!. Further defaults have been forestalled, partly thanks to debt relief initiatives by the international
community, but these are limited and not all countries will take up debt relief to preserve market access'?. Even
countries that retain market access are likely to face higher costs of funding. Overall, African governments are
left with limited capacity to either stimulate the economy during the recovery or support much-needed
investments for a resilient, sustainable and inclusive future.

6 1n 2017, 41% of sub-Saharan Africans (43 million people) were estimated to live in extreme poverty (World Bank), and the World Bank
has used “nowcasting” techniques to generate estimates or projections for 2018-2021. These projections were generated pre-crisis,
making it possible to estimate the impact of the pandemic. Separate data for North Africa are not available, but given that North
African countries account for most of the population of MENA, estimates for that region should give a good indication of the impact in
North Africa.

7 The World Bank’s list of fragile and conflict affected countries is available at
https://thedocs.worldbank.org/en/doc/bb52765f38156924d682486726f422d4-0090082021/original/FCSList-FY22.pdf.

8 Raga and Housseini, 2020; Organisation for Economic Co-operation and Development (OECD), 2020.

S By contrast, the fiscal deficit in advanced economies rose from 3% of GDP in 2019 to 12% in 2020.

10 The increase in public debt is also likely to exacerbate crowding out of the private sector, discussed in more detail below, making
access to finance even more challenging for private sector firms.

11 According to data retrieved in April 2021, six sub-Saharan African countries are currently in debt distress (Republic of Congo,
Mozambique, Sdo Tomé and Principe, Somalia, Sudan and Zimbabwe) and 13 are at high risk. Most of the remainder are classified as
moderate risk. Tanzania and Uganda are the only low-income sub-Saharan African countries judged to be at low risk of debt distress. In
November 2020, Zambia became the first African nation since the start of the pandemic to go into default after it missed bond
repayments and creditors rejected a proposal for restructuring liabilities. Based on data retrieved from
https://www.worldbank.org/en/topic/debt/brief/covid-19-debt-service-suspension-initiative.

12 Of the 38 African countries eligible for the G20 Debt Service Suspension Initiative, six were not accessing this support as of July 14
2021, based on data retrieved from https://www.worldbank.org/en/topic/debt/brief/covid-19-debt-service-suspension-initiative.
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Figure 11: Percentage of banks lending to corporates

and small and medium-sized enterprises in 2020
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Figure 12: Average maturity of loans, 2020
(% respondents)
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Structural factors continue to hold back lending to the private sector, particularly SMEs. These constraints
predate the COVID-19 crisis but may have been exacerbated by it. The main factors constraining credit supply
to corporates and SMEs are a lack of acceptable collateral and poor credit history, with a lack of bankable projects
an additional constraint for SMEs (Figure 13). Although these are structural, demand-side factors, intervention
is needed to prevent the compounding impact of the COVID-19 crisis leading to persistent restrictions on access
to finance. For example, firms forced to sell collateral will struggle to access finance again even after economic
conditions improve. Structural barriers affect corporate lending too. However, a lack of collateral, poor credit
history and a lack of bankable projects are much more commonly reported with respect to SMEs than corporates.
In the longer term, these structural barriers will need to be addressed to narrow the SME finance gap. Even in
the immediate recovery period, policies aiming to address these barriers could support a revival of SME lending

to promote economic recovery.
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Figure 13: Perceived constraints on lending (% responding banks)
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Source: EIB Banking in Africa survey, 2021.

Lending against collateral remains the most popular form of bank financing in Africa, and a lack of collateral is
a particular barrier for SMEs. SMEs often lack sufficiently valuable fixed assets to pledge as security for loans.
Results from the survey, as shown in Figure 14, also revealed a majority of the banks indicating more than 80%
of loans were secured by collateral with only a minority of the banks opining that less than 20% of their lending
was backed by collateral (Figure 15). This is consistent with the findings from the analysis of Enterprise Survey
data, which also show that banks require collateral for most of their SME lending, and that this may constrain
employment growth (see for example, the European Bank for Reconstruction and Development, European
Investment Bank and World Bank, 2016). Banks report that they have tightened their credit appetite and
enhanced collateral requirements in the wake of the pandemic (see the section on impacts of the crisis on the
banking sector, above). As a lack of collateral was already a greater constraint for SMEs than for corporates, and
bearing in mind the general tendency of banks to favour larger clients and corporates in difficult times, SMEs are
likely to be particularly affected by the rejection of loan applications in the wake of the crisis.
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Figure 14: Percentage of banks who see a lack of acceptable
collateral as a constraint to lending (% of responding banks)
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Source: EIB Banking in Africa survey, 2021.

Figure 15: Proportion of loans secured by
collateral (% of responding banks)
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The availability of detailed credit information with broad coverage is also crucial for closing the SME finance
gap. About 41% of responding banks highlighted poor credit history as a major constraint on access to finance
for SMEs, while only 12.3% reported this as a major issue for corporates (Figure 16).

Figure 16: Percentage of responding banks that see
poor credit history as a constraint on lending
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Figure 17: Percentage of responding banks that see
a lack of bankable projects as a constraint on lending
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There is a widespread perception among banks that micro, small and medium-sized enterprises (MSMEs) lack
bankable projects. This may be explained by MSMEs’ lack of technical knowledge and formal financial
statements and documentation. For many banks, formal financial statements and official documentation are
essential parts of loan applications. However, the quality and reliability of these statements vary across countries
and firms. MSMEs often lack the necessary technical knowledge to prepare the kind of sound financial
statements needed for successful loan applications. Figure 17 indicates that the lack of bankable projects more
severely inhibits bank lending to SMEs (37.5%) than to corporates (15.3%). Business development services could
help develop more expertise in this area. A number of banks have begun providing such services via SME
“academies,” often supported by international or regional organisations. For example, the African Union
Development Agency has launched the MSME Academy in partnership with the Ecobank Group3!, while the
Invest in Africa Initiative, whose members include private companies and pan-African and domestic commercial
banks, has developed an online learning academy for SMEs in partnership with the African Management
Initiative 32,

Broader enabling environment issues are also key determinants of access to finance, although they are not
covered in detail by the EIB Banking in Africa survey, 2021. These issues span the macro environment, including
political stability, macroeconomic policies, and the legal and administrative environment, such as tax policies,
trade rules, physical infrastructure, and governance structures. Regulatory reforms that encourage informal
firms to formally register may lead to better business information and documentation (Bruhn, 2013; Campos et
al., 2015).

Gender inequality is a critical policy issue in Africa, and the EIB Banking in Africa survey, 2021 data confirm
that banks in sub-Saharan Africa are taking steps to consider gender issues in their lending approaches.
Supporting economic opportunities for women and youth is vital for achieving the SDGs and building inclusive,
resilient economies in Africa. According to the World Bank, 58% of all MSMEs in Africa are women-owned .
However, women's businesses are particularly constrained by the dearth of finance. This indicates the
importance of establishing a favourable environment to encourage lending institutions to finance businesses
owned by women and young entrepreneurs, thereby empowering and enabling them to invest in productive
activities. African banks are increasingly aware of the need to address gender inequality and of the opportunities
presented by gender finance. Among the responding banks, 60% reported having some form of gender strategy
in place. Structural barriers must also be addressed. For example, in some countries collateral can only be
pledged or, de facto, owned by men, which can make it almost impossible for female entrepreneurs to access
finance.

Expanding the range of financing opportunities and solutions and tailoring them to serve MSMEs are important
steps for boosting access to finance for private sector firms in Africa. Recent studies indicate that more
financially diverse markets are associated with improved access to finance. Allowing a variety of financial
institutions to operate improves competition within the financial system, potentially increasing firms’ access to
various forms of financing instruments to address medium- and long-term financing needs (Love and Martinez
Peria, 2015). Besides bank finance, other debt and equity financing options are often at nascent stages of
development in Africa. Leasing and factoring activities, private equity and venture capital can benefit SMEs, and
microfinance is an important source of finance for the smallest firms. The situations in the microfinance and
private equity sectors are reviewed in Chapters 2 and 3 of this report.

A number of policy measures could be considered to address the private sector finance gap, particularly for
MSMEs. By aggregating and processing credit data, public credit registries and private credit bureaux have
reduced information asymmetries, thereby lowering reliance on collateral. There is abundant evidence that
credit bureaux and collateral registries increase firms’ access to finance (Martinez Peria and Singh, 2014; Love et
al., 2013). Although very few countries have introduced credit-scoring guidelines or regulations, some credit
bureaux have begun to provide credit rating and scoring services that give additional information on MSMEs.
SME lending could also be boosted by measures to improve the efficiency of insolvency resolution and by
enabling banks to accept movable assets as loan collateral. African SMEs’ access to finance has also been

31 https://www.nepad.org/news/auda-nepad-launches-msme-academy-all-africas-micro-small-and-medium-enterprises.
32 https://investinafrica.com/ourpartners.
3 Darko and Ahiagbede, 2021.
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improved through the reform of collateral frameworks and the development of property laws, land registries
and electronic registries for pledging assets (including movable assets) and receivables (collateral registries).

The potential of Africa’s banking sectors to support the recovery

Africa’s banking sectors are relatively small, suggesting that significant numbers of firms may be under-
banked, while high levels of concentration in some markets suggest weak competitiveness. Key descriptive
indicators of Africa’s banking sector are provided in Table 3 in the Annex based on data from the IMF34, the World
Bank3> and Moody’s Analytics BankFocus®. The continent has 558 banks that are likely to be lending to the
private sector (including commercial, cooperative or Islamic banks)3”. These banks hold more than $860 billion
in total assets (Orbis Bank Focus, most recent data as of June 2021)38. West Africa is home to almost 240 banks,
followed by East and Southern Africa, with almost 200 banks each. On average, the top three banks in each
subregion hold 71% of total assets, which is higher than the 60% average in emerging and developing economies.
This proportion ranges from 90% in Central Africa to 58% in North Africa—the continent’s most competitive
banking market.

34 IMF Financial Soundness Indicators, available at https://data.imf.org/?sk=51B096FA-2CD2-40C2-8D09-0699CC1764DA.

35 World Bank Databank, available at https://data.worldbank.org/indicator/FS.AST.PRVT.GD.ZS.

36 Moody's Analytics BankFocus combines content from Bureau van Dijk and Moody's Investors Service, with expertise from Moody's
Analytics. The data are available to subscribers at https://www.bvdinfo.com/en-us/our-
products/data/international/bankfocus?gclid=EAlalQobChMI8Ja5xY6a8gIV0eF3ChOCdA4uEAAYASAAEgLW9 D BweE.

37 As the analysis focuses on banks lending to private sector firms, the following types of institutions were excluded: central banks,
development institutions, microfinance institutions, mortgage banks, saving banks, investment banks, private banking/asset
management companies, finance companies, non-banking credit institutions, securities firms, clearing institutions, and investment &
trust corporations.

38 Orbis Bank Focus is a database of banks worldwide. The information is sourced by Bureau van Dijk from a combination of annual reports,
information providers and regulatory sources. Not all African banks are featured, and in some cases data are missing for certain
indicators. However, Africa’s largest banks are featured as they report their data publicly. This means that the gap between reported
assets and total assets is not expected to be large. Banks' assets are unconsolidated. When available, Bank Focus data were used to
compute the Surveyed Banks (Total Assets). When computing the number of banks in Bank Focus, only commercial, cooperative, Islamic
and holding banks were counted. Consequently, the Regional Total Assets in Bank Focus refer only to these entities (to avoid double-
counting, Total Assets of consolidated parents were not used to retrieve the total).
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Figure 18: Credit as % of GDP and annual credit growth  Figure 19: Solvency, profitability and asset quality
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As Figure 18 shows, credit markets remain underdeveloped, particularly in West, East and Central Africa. North
Africa’s share of credit to GDP (commonly used as a proxy of credit market development) is highest at 44%,
followed by Southern Africa. Financial markets are considerably less developed in the other subregions, with
credit to GDP in Central Africa at just 13%. Credit growth in Africa as a whole was weak during 2020, averaging
6.4% in nominal terms, against average inflation of around 15%. At the end of 2019, the loan-to-deposit ratio
was significantly below the indicative overheating threshold of 100% in all subregions (averaging 78%), with
Central Africa standing out at 90% because of lower deposits. This suggests that it may be challenging to restart
lending and extend access to finance, given the probable increased risk aversion of banks.

Africa’s banking sectors are well capitalised and profitable, but asset quality problems pose risks to future
soundness and stability, potentially limiting credit growth (Figure 19). Based on the most recent data, the
average capital adequacy ratio stood at 17.4% in 2019, comfortably above the minimum recommended under
Basel Ill, an internationally agreed set of measures designed by the Basel Committee on Banking Supervision in
response to the financial crisis of 2007-2009. Even West Africa’s average capital adequacy ratio, the lowest
among the five subregions, is above this threshold. Profitability also remains solid, with an average return on
equity (ROE) of 16.2%. Asset quality, however, gives cause for concern. The ratio of NPLs to total assets averages
12% on the continent and is as high as 24% in Central Africa; even in Southern Africa, around 8% of loans are
classified as non-performing. Furthermore, because compulsory moratoriums and other regulatory forbearance
measures were still in place in many countries at the time these data were reported, these NPL ratios may
understate the extent of asset quality challenges. Evidence from the EIB Banking in Africa survey, 2021
(Figures 20 and 21) suggests that the majority of responding banks had an NPL ratio of at least 5%, with NPLs
accounting for at least 10% of the SME portfolio in around one-third of banks. On top of this, half the banks had
at least 5% of their SME portfolio under moratorium, and 40% had at least 5% of SME loans under some kind of
restructuring. Corporate loans show a similar picture. If the economic recovery is weak, it is highly likely that
some of the loans under moratoriums or restructuring will ultimately default, causing a further deterioration in
NPLs. This could impact on capital adequacy and profitability in the future, as a proportion of these loans are
written off. In turn, future credit growth could be limited as these non-performing assets constrain the balance
sheet growth of banks across the continent. The extent of the potential deterioration will depend on the speed
of economic recovery.
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Figure 20: Problem loans to small and medium-sized
enterprises (% of surveyed banks)
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Source: EIB Banking in Africa survey, 2021.

Figure 21: Problem loans to corporates (% of surveyed
banks)
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Figure 22: Banks’ plans for the next 12 months (% respondents)
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Going forward, 80% of surveyed banks in sub-Saharan Africa expect to expand their activities over the next 12
months (Figure 22). This expansion is expected to bring an increase in funding that will be more pronounced in
local currency (90% of surveyed banks) than in foreign currency (75%). Southern African banks report somewhat
less ambitious plans, with 70% of the respondents planning to expand operations, whereas all surveyed bans in
Central Africa (the lowest number in the continent) plan to expand.
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Figure 23: Expected change in demand for credit (% respondents)
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Credit demand, particularly from SMEs, is also expected to increase, but banks will remain relatively cautious
across all the sub-Saharan African subregions (Figure 23). Banks are expecting increased demand for loans from
corporates and SMEs in both foreign and local currency. However, credit standards are unlikely to be fully
supportive of this increase in demand. Only around 31% of responding banks plan to ease their credit standards
in 2021, whereas more than 60% tightened their standards in 2020 and less than 20% reported easing them
(Figure 24). Further tightening during 2021 is planned by 31% of responding banks. Overall, although banks
report some hope for lending in 2021, it seems they are also planning a cautious approach, so the impact of the
COVID-19 shock on lending could be relatively persistent.

Figure 24: Change in credit standards over 2020 and expected change over 2021 (% respondents)
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Subregional snapshots

Banking in North Africa

North Africa’s banking sector is among the most developed on the continent, with banks offering a broad
range of financial products both domestically and across African markets. Key indicators are displayed in Table
4 in the Annex. The Egyptian, Moroccan and Algerian banking sectors are moderately concentrated, with 62—
67% of assets held by the three largest banks. State-owned banks play an important role in the Egyptian and
Algerian markets, where they respectively account for about 50% and 80% of total assets. Morocco, by contrast,
has one of the most developed financial systems in Africa, and public banks’ share of total assets has declined to
around 18%, from 40% in 2002. A number of large Moroccan banks have expanded internationally, including to
around 35 countries across Africa. Cross-border exposure accounts for about 20% of the assets of Moroccan
banks. Tunisia has a more fragmented banking sector with significant state involvement: only 35% of assets are
held by the three largest banks, all of which are government-controlled.

Provision of credit to the private sector compares favourably to sub-Saharan Africa on average, but varies
across the subregion (Figure 25). Credit to the private sector as a proportion of GDP is particularly low in Egypt
and Algeria in comparison to other middle-income countries. In Egypt, total assets account for about 85% of GDP,
yet credit to the private sector is only 24%, reflecting crowding out by public debt, a problem that is likely to
increase as a result of the crisis. In Tunisia and Morocco, by contrast, domestic credit is over 60% of GDP, easily
exceeding the average of middle-income countries. Based on data from Orbis Bank Focus, Egypt exhibited the
strongest credit expansion in North Africa during 2020, at 25%, partly reflecting monetary easing by the central
bank in response to the pandemic. Credit growth in the other North African countries was more moderate, at
3-7%.

Financial soundness indicators have held up well (Figure 26), but the full impact of the pandemic may not yet
have materialised. Capital adequacy pre-crisis was comfortably above recommended minimum values in all four
countries in the subregion. Emerging data suggest that capital adequacy and liquidity have largely been
sustained, benefiting from central banks’ support policies. For example, according to data from the Central Bank
of Egypt, total capital accounted for 17% of risk-weighted assets in Q1 2021. Profitability was also comfortable
pre-crisis, with ROE ranging from 9% in Morocco to 22% in Algeria. According to IMF data, profitability in Morocco
came under pressure in 2020 as provisioning costs increased in anticipation of higher credit losses and lower
transaction volumes. In Egypt, ROE declined from 23% in 2019 to 15% in Q1 2021. For the other countries, 2020
data on ROE are not yet available. Asset quality appears to have remained relatively strong in Egypt, with an NPL
ratio of only 4%. In Algeria, by contrast, 13% of gross loans were non-performing even pre-crisis, and NPLs were
at similarly elevated levels in Tunisia. In Morocco, NPLs increased marginally from 7.5% in 2019 to 7.9% at the
end of Q2 2020. A further increase in NPLs may materialise in the subregion as policy support is unwound. On
average, loan-to-deposit ratios are higher than in sub-Saharan Africa, reflecting the high ratio in Tunisia (137%)
and the moderate ratio in Morocco (70%). The low loan-to-deposit ratio in Egypt (53%) reflects the strong linkage
between the sovereign and the banking system, which is a key vulnerability for Egyptian banks.

North Africa’s central banks responded to the COVID-19 crisis with a broad suite of policy measures, including
lower policy rates, the relaxation of prudential requirements and some direct support for lending. Egypt
responded to the pandemic with aggressive cuts to the policy rate, although it remained relatively high®. In
addition, the central bank mandated that loan repayments be deferred for six months, while loan growth
benefited from subsidies on loans for the tourism, industry, construction and agricultural sectors. In Morocco,
Bank Al-Maghrib lowered the policy rate to a very low level*! and addressed growing demand for liquidity
through several measures: expanding the range of collateral eligible for repos and credit guarantees; increasing
and lengthening refinancing operations to support bank credit to SMEs; providing foreign exchange swaps to
domestic banks; and easing regulatory capital and reserve requirements. These measures were complemented
by a funding for lending facility, which provides loans to SMEs at subsidised interest rates. Economic disruptions

3% Arecent report by the ratings agency Fitch cited credit growth of 16% during 2020, which is below the estimate from Bank Focus but
still high (Fitch Solutions, 2021).

4 The central bank has lowered overnight deposit and lending rates by 400 basis points since March 2020, taking them to 8.25% and
9.25%, respectively.

41 By 25 basis points to 2% in March 2020 and by 50 basis points to 1.5% in June 2020.
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caused by the COVID-19 crisis and the volatility of hydrocarbon prices over the years led to pressure on liquidity
for banks across the subregion. In response, the Bank of Algeria focused on steep cuts in reserve requirements,
lowering the policy rate, and relaxing prudential requirements related to solvency, liquidity and NPL ratios*2. The
Central Bank of Tunisia combined cuts in the policy rate*® with loan moratoriums to cushion the economic impact
of the pandemic. Moreover, the dividend distribution deadline for banks was deferred, and banks breaching the
maximum loan-to-deposit ratio were granted more time to reach it*.

Meanwhile, Egypt continued to move towards compliance with international standards by introducing a new
banking law. The new law stipulates a significant increase in minimum capital requirements, which will likely
lead to further consolidation in the sector. It also strengthens regulatory oversight and establishes a financial
stability committee.

Figure 25: Credit as % of GDP and annual credit growth,  Figure 26: Solvency, profitability and asset quality
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Firm-level data reveal that access to finance is a significant challenge in North Africa — a large share of firms
that need a loan are unable to obtain one. In collaboration with the EBRD and the World Bank, the EIB recently
conducted enterprise surveys in 41 economies located in Europe, Asia, the Middle East and North Africa. This
survey collected data from representative samples of each economy’s formal private sector. In North Africa,
Egypt, Morocco, and Tunisia were surveyed. Figure 27 demonstrates the prevalence of credit constraints in the
subregion. According to the survey, 80% of Egyptian firms that need a loan are credit-constrained — these firms
have had their loan application rejected or have been discouraged from applying in the first place — significantly
exceeding the average of lower-middle-income countries (59%). The share of firms in Morocco (50%) and Tunisia
(53%) that are credit-constrained is below the lower middle-income average, but nonetheless significant. The
vast majority of these credit-constrained firms are discouraged — very few have applied for loans and been

42 The Bank of Algeria has progressively lowered the reserve requirement ratio from 10% to 2% (down to 8% in March 2020, 6% in April,
3% in September, and 2% in February 2021). It has also lowered its main policy rate from 3.5% to 3%, first by 25 basis points to 3.25%
in March 2020 and then to 3% in April.

4 Which remains above 6%, considerably higher than Morocco but lower than Egypt.

4 In particular, the Central Bank of Tunisia cut the policy rate by 100 and 50 basis points in March and October 2020, respectively. It also
requested that banks temporarily defer payments on loans (including for the tourism sector), as well as suspending fees for electronic
payments and withdrawals.

4 IMF Financial Soundness Indicators, available at https://data.imf.org/?sk=51B096FA-2CD2-40C2-8D09-0699CC1764DA.

4 World Bank Databank, available at https://data.worldbank.org/indicator/FS.AST.PRVT.GD.ZS.

47 Moody's Analytics BankFocus combines content from Bureau van Dijk and Moody's Investors Service, with expertise from Moody's
Analytics. The data are available to subscribers at https://www.bvdinfo.com/en-us/our-
products/data/international/bankfocus?gclid=EAlalQobChMI8Ja5xY6a8gI\V0eF3ChOCAA4uEAAYASAAEELWY D BwE.
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rejected. A comparison with the previous survey round, carried out in 2013, indicates that the share of credit-
constrained firms has increased throughout the subregion, with the sharpest increase in Morocco, followed by
Tunisia.

Stringent collateral requirements, complex application procedures, and high interest rates are the main factors
discouraging North African firms from applying for a loan. As Figure 28 shows, the relative importance of these
factors differs between countries. Egyptian firms most frequently mentioned collateral requirements, Moroccan
firms tended to be concerned by complex application procedures, and Tunisian firms frequently cited high
interest rates.

Moroccan firms have been severely impacted by lockdowns, which have adversely affected cash flows and
liquidity. A COVID-19 follow-up survey was implemented in Morocco. The data reveal that 78% of Moroccan
firms had to close at least once during the pandemic. Lockdowns also affected firms’ liquidity positions, with 72%
reporting lower liquidity and cash flows. Liquidity shortages led firms to seek fresh capital: 63% of firms
experiencing lower cash flows have resorted to equity finance. This is consistent with a need for loss-absorption
capacity.

Figure 27: Credit-constrained firms in North Africa
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Figure 28: Factors discouraging firms from applying for a loan
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Banking in West Africa

Driven by the relatively large number of commercial banks in its largest markets, West Africa has the second
most competitive banking sector among Africa’s subregions (see Table 5 for key indicators of the banking
sectors in West Africa). West Africa has a total of 230 banks. Nigeria, Senegal, Cote d’lvoire and Ghana are
sizeable markets with a relatively large number of commercial banks, even following recent banking sector
consolidation in Ghana. The smaller economies, by contrast, are more concentrated. The banking system in the
West African Economic and Monetary Union (WAEMU) is comparable in size to that of its peers in sub-Saharan
Africa. In 2019, it included 4.5 branches per 100 000 adults (compared to 4.7 in sub-Saharan Africa) and
comprised 148 banks with a total capital of 2.4% of GDP. On average, WAEMU'’s banking concentration, proxied
by the weighted average of the share of assets held by the three largest banks, stood at 52%, with the highest
levels recorded in Guinea-Bissau and Togo. Also in 2019, foreign ownership stood at 61%, while the state’s share
of banks’ capital represented 15% of total capital.

Overall, financial depth in the subregion remains low. With exception of Cabo Verde, credit to the private sector
stood below the average of 42% of GDP for sub-Saharan Africa, with Sierra Leone placed in the bottom four
worldwide. Larger WAEMU countries have relatively developed credit markets, but credit accounts for a small
percentage of GDP in the smaller economies (Figure 29). Nigeria and Ghana also have low shares of private sector
credit to GDP, partly explained by: banks’ tendency to invest in high-yielding sovereign securities, rather than
lending to the private sector; the significant size of oil economies; and substantial levels of economic informality,
with informal firms struggling to access credit. The scarcity of funding for private sector enterprises is reflected
in firm-level data (see Figure 9 and the above discussion of access to finance for SMEs). Before the crisis,
Ghanaian and Nigerian policymakers were aiming to stimulate lending to the private sector: for example, the
Central Bank of Nigeria was imposing a minimum loan-to-deposit ratio.
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The COVID-19 crisis has set back growth in credit to the private sector in most West African countries. In Ghana
and Nigeria, the positive growth in credit witnessed in 2019 has been curtailed“®. The lending slowdown in Ghana
led to a fall in the loan-to-deposit ratio from over 56% in January 2020 to 48% by year-end 2020%. In Liberia,
lending by commercial banks contracted by 13.4% in 2020°°. Data for the other West African countries are not
yet available but will likely show a similar pattern. The largest share of credit in WAEMU in mid-2020 targeted
trade, restaurants and hotels (26.7% of total credit) followed by other services (18.6%) and manufacturing
(14.1%). As the COVID-19 crisis hit these sectors severely, loans in the WAEMU subregion dropped to 84.7% of
deposits on average in mid-2020, from 90.2% in 2019 and 92.2% in 2018.

Figure 29: Credit as % of GDP and annual credit growth, West Africa

70 - 40
- 35
60
- 30
50 - 25
- 20
40 L 15
= ®
30 - 10
20 -0
L -5
10
i I in [
0 - -15
; ) > N o 4 < 2 > R 2 D N
A O B NP S N S R - GO R GO
& o ° &‘8’ %eo"’ Yot <O 04‘7} SR & & @\90 I ¢
A\ NS S >
(:o‘@ Q)\)‘\E (o \} N (_')@:‘ &QQ'
B Domestic credit (% of GDP) 2019 Annual Credit Growth (%), 2020, RHS

Sources: World Bank5! and BankFocus®>2.

The banking sectors of larger West African countries appear well placed to withstand the economic shock
triggered by COVID-19, but risks are likely to surface as support measures are unwound (Figure 30). In Nigeria,
financial soundness indicators appear healthy but the ratings agency Fitch estimates that banks have placed
around 40% of loans under moratoriums (principal and interest), making use of central bank regulatory
forbearance policies introduced to support pandemic-affected sectors (Fitch Ratings, 2021a)%3. Banks are not
permitted to classify loans under moratoriums as higher risk and are not required to provision for these loans.
No information is available about the situation currently facing borrowers with loans placed under moratoriums,
but the economic recovery is expected to be slow, so a significant proportion could be expected to default once
the moratoriums are lifted in March 2022. Fitch forecasts that NPLs in Nigeria will rise to 11% by the end of 2021
(Fitch Ratings, 2021a), from around 6% in 2019 (Figure 30). Ghana’s banking system is well capitalised following
a sectoral cleanup in 2015-2019, and capital adequacy rose during 2020 as a result of the slowdown in lending
to the private sector. NPLs in Ghana were high going into the crisis (14% in February 2020) as a result of legacy
issues, particularly in loans to state-owned enterprises, and rose to 15% of total loans by year-end 2020 (Bank of
Ghana data, 2020) and then to 15.5% by March 2021 (Fitch Ratings, 2021b). The electricity, gas and water sub-
sectors continued to drive NPLs in early 2021, meaning that these legacy issues remain relevant. However, the

“  In Nigeria, credit grew by 12% on a nominal basis but real credit growth was only around 2% in the year up to January 2021 (data from
the Central Bank of Nigeria). Ghana’s zero nominal credit growth implies a real-terms contraction in lending.

4 Sectoral breakdown of loans as of March 2021 reveals that the services sector continued to receive the largest share of credit,
followed by the commerce and finance sectors and the manufacturing sector.

50 IMF, 2021d.

51 World Bank Databank, available at https://data.worldbank.org/indicator/FS.AST.PRVT.GD.ZS.

52 Moody's Analytics BankFocus combines content from Bureau van Dijk and Moody's Investors Service, with expertise from Moody's
Analytics. The data are available to subscribers at https://www.bvdinfo.com/en-us/our-
products/data/international/bankfocus?gclid=EAlalQobChMI8Ja5xY6a8gIV0eF3ChOCdA4uEAAYASAAEgLWY D BweE.

53 The relevant measures are described in Central Bank of Nigeria, 2020.
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share of loans under moratoriums is lower than in other sub-Saharan African countries, representing around 10%
of the total loan portfolio according to a Bank of Ghana statement in May 2021. Both Ghanaian and Nigerian
banks are highly exposed to sovereign risk, which could become a concern if the economic situation deteriorates
relative to the IMF’s baseline assumptions. Asset quality deteriorated in more fragile economies such as the
Gambia, Liberia and Sierra Leone because of pandemic-related disruptions to economic activities. Banks in these
countries remain well capitalised, with capital adequacy ratios above 30%, but the NPL proportion of total loans
rose by an average of 3% from 2019 to 2020. In Liberia, almost one-quarter of loans were non-performing as of
September 2020, driven by the halt of tourism and service sectors. The Central Bank of Gambia’s advice to limit
dividend payments during the pandemic may have helped to preserve capital buffers.

In the WAEMU subregion, the banking sector has demonstrated resilience but available prudential data should
be interpreted with caution (Figure 30). The banking sector remained adequately capitalised with a capital
adequacy ratio of 12.1% of risk-weighted assets in mid-2020, compared to 11.5% in 2019 and 10.5% in 2018. The
after-tax return on average equity was solid, at 15.3% in 2019 (from 14.6% in 2018), but profitability is expected
to have declined in 2020 as the provisioning rate increased relative to 2019. Based on data from the Central Bank
of West African States, the quality of the loan book did not decline between year-end 2019 and mid-2020, with
NPLs at 11.4% of total loans. Nevertheless, the impact of the crisis cannot yet be reliably quantified. The IMF
expects NPLs to rise once the economic situation stabilises and once the exceptional relief measures taken by
the central bank are phased out. According to IMF calculations, this will increase WAEMU banks’ recapitalisation
needs (to comply with the regulatory capital adequacy ratio and meet provisioning requirements) from the
equivalent of 1.4% of GDP required pre-crisis to 1.9% of GDP>*. NPL ratios are particularly elevated in Guinea-
Bissau, Benin and Togo, because of negative equity in a systemically important bank (Guinea-Bissau) and the
impact on the international trade-related loan book from the closure of the border with Nigeria (Togo and Benin).
Consequently, Togo’s banks have the highest need for additional capital, estimated to be equivalent to 6.5% of
GDP, while Guinea-Bissau’s banks require injections equivalent to 4.7% of GDP. Provisioning coverage increased
to 67.1% of NPLs in mid-2020, from 63.3% in 2019 and 65.3% in 2018, in anticipation of new NPLs due to the
pandemic.

West African central banks have implemented a number of measures to support banks and borrowers through
the crisis. For example, in March 2020 the Central Bank of West African States adopted a full allotment strategy
at a fixed rate of 2.5% (the minimum monetary policy rate) and extended the list of collateral accepted in central
bank refinancing operations. It also endorsed renewable moratoriums of up to three months on debt service
falling due, without the need to classify these restructured loans as non-performing, and launched a special
three-month refinancing window, while also extending by one year the transition to Basel 1l/1ll bank prudential
requirements. This means that the regulatory capital adequacy ratio will remain unchanged at 9.5%, before
gradually increasing to 11.5% by 2023. Elsewhere in the subregion, central banks cut policy rates, required or
encouraged banks to provide moratoriums, and made other adjustments to prudential requirements to help
banks through the crisis period.

5 IMF, 2021c.
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Figure 30: Solvency, profitability and asset quality indicators, West Africa, most recent data
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Sources: IMF55, World Bank56 and BankFocus> with the exception of Ghana (NPLs, ROE and capital to risk-weighted assets
from monthly financial soundness indicators, December 2020, available on the Bank of Ghana website) and
Nigeria (NPLs and capital to risk-weighted assets replaced with December 2020 values from Central Bank of Nigeria, 2021).

Going forward, of the 30 West African banks that responded to the EIB Banking in Africa survey, 2021, 80%
expect to expand their activities over the next 12 months (Figure 31). This expansion is expected to bring an
increase in funding, although more pronounced in local currency (87% of respondents planning or considering
an increase) than in foreign currency (57% planning or considering). A lack of certainty about foreign currency
finance among West African banks reflects the situation in Nigeria, where forex availability remained limited in
early 2021, at the time of the survey, as well as de-dollarisation efforts in Liberia and a more general reduction
in import and export activities amid pandemic-related disruption.

55 IMF Financial Soundness Indicators, available at https://data.imf.org/?sk=51B096FA-2CD2-40C2-8D09-0699CC1764DA.

56 World Bank Databank, available at https://data.worldbank.org/indicator/FS.AST.PRVT.GD.ZS.

57 Moody's Analytics BankFocus combines content from Bureau van Dijk and Moody's Investors Service, with expertise from Moody's
Analytics. The data are available to subscribers at https://www.bvdinfo.com/en-us/our-
products/data/international/bankfocus?gclid=EAlalQobChMI8Ja5xY6a8glV0eF3ChOCAA4uEAAYASAAEgLWY D BweE.

32 Finance in Africa: for green, smart and inclusive private sector development


https://data.imf.org/?sk=51B096FA-2CD2-40C2-8D09-0699CC1764DA
https://data.worldbank.org/indicator/FS.AST.PRVT.GD.ZS
https://www.bvdinfo.com/en-us/our-products/data/international/bankfocus?gclid=EAIaIQobChMI8Ja5xY6a8gIV0eF3Ch0CdA4uEAAYASAAEgLw9_D_BwE
https://www.bvdinfo.com/en-us/our-products/data/international/bankfocus?gclid=EAIaIQobChMI8Ja5xY6a8gIV0eF3Ch0CdA4uEAAYASAAEgLw9_D_BwE

Figure 31: Plans for funding in the next 12 months (% respondents), West Africa
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Most West African banks expect credit demand in local currency, particularly from SMEs, to increase, but they
will remain relatively cautious about lending; structural issues must be addressed before credit can be
significantly expanded. Only around 10% of banks expect an increase in demand for foreign currency lending
(Figure 32). Again, this may reflect the difficult forex situation in Nigeria. It is unclear, however, whether West
African banks will fully accommodate increased demand. In 2020 most banks (58%) tightened credit standards,
but only around 40% are planning to relax them in 2021 (Figure 33).

Figure 32: Expected change in credit demand from Figure 33: Change in credit standards in 2020 and
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The main factors constraining credit supply to corporates and SMEs are a lack of acceptable collateral and poor
credit history (Figure 34). According to the surveyed banks, a lack of acceptable collateral and poor credit history
are the principal obstacles to lending to corporates, followed by other market segments being more attractive
and a lack of bankable projects. This pattern is even more pronounced for lending to SMEs, revealing the need
to support such lending in order to help SMEs overcome the impacts of the pandemic.

Figure 34: Factors constraining credit supply, West Africa
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Banking in Central Africa®®

Central Africa has the lowest number of banks and highest banking concentration in Africa, with only 58 banks
reporting data publicly (Table 6 in the Annex). This reflects the relatively small size of the economies in the
Central African subregion —the subregion accounts for just over 8% of the GDP of sub-Saharan Africa (IMF, 2021a)
—and the concentration of economic activity in the subregion’s largest economies—Cameroon, the Democratic
Republic of the Congo (DRC) and Gabon, which together account for 76% of the subregion’s GDP (IMF, 2021a).
These three markets account for 88% of the subregion’s total banking assets®®. The low number of banks
translates into relatively weak competition, as measured by the weighted average of the share of assets held by
the three largest banks. Banking concentration in Central Africa is lowest in Cameroon (52%) and the DRC (66%),
while few banks in the smallest economies report their assets publicly, meaning that the BankFocus data reflect
100% concentration (Table 6 in the Annex).

58 Of the eight Central African countries covered in this section, six (Cameroon, Central African Republic, Republic of Congo, Chad,
Equatorial Guinea and Gabon) form the Central African Economic and Monetary Community (CEMAC); the others are the Democratic
Republic of the Congo (DRC) and Sdo Tomé and Principe. In 2019, CEMAC comprised 39% of Central Africa’s 143 million population and
64% of its $143 billion GDP; the DRC accounted for almost all of the remaining population and GDP. Monetary policy in CEMAC is
conducted by the Bank of Central African States and joint banking supervision is carried out by the Banking Commission of Central
Africa.

5% Asset data are based on 36 of the 58 Central African banks for which total assets data are available in BankFocus.
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Central Africa’s credit market is shallow on average, although the level of development varies between
countries (Figure 35). Credit to the private sector averages 11% of GDP across the subregion. Sdo Tomé and
Principe has the highest share of credit to GDP in the subregion (21%), but even this is below the average for
Africa (25%). Credit accounts for less than 10% of GDP in the DRC (6%) and in Chad (9%). Credit growth at the
subregional level remained solid in 2020 at 15%, despite the impact of the COVID-19 crisis, but credit dynamics
during the pandemic varied substantially across the subregion. There was a double-digit decline in credit in the
Central African Republic, Gabon and Chad, whereas the DRC and Cameroon showed a significant expansion
(Figure 35). Most countries in the subregion report a loan-to-deposit ratio below 100%, and as low as 64% (DRC),
reflecting the cautious approaches to lending taken by these banks.

Figure 35: Credit as % of GDP and annual credit growth, Central Africa
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The soundness and performance of banking sectors vary between countries, but asset quality is highly
concerning across the subregion. Banks’ profitability in 2019, as measured by ROE, ranged from 3% in Chad and
Equatorial Guinea to 24% in Gabon and 25% in Cameroon (Figure 36). Capital adequacy also differs substantially
across the subregion. Within the Central African Economic and Monetary Community (CEMAC), regulatory
capital stands at 13%, which is above the prudentially mandated minimum of 9.5%, but less than half of banks
comply with regulatory capital requirements, according to the IMF. At year-end 2019, the ratio of capital to risk-
weighted assets was negative (-3%) in Equatorial Guinea, where high levels of public sector arrears had
translated into very high NPL ratios. Capital to risk-weighted assets was highest in the Central African Republic
at 28% and in the Republic of Congo at 22%. The health of Central Africa’s banking systems is further undermined
by high levels of NPLs, ranging from 13% of total gross loans in Cameroon and Gabon to 34% in Sao Tomé and
Principe and almost 50% in Equatorial Guinea in 2019. NPLs are expected to have risen further in 2020 as the
pandemic and global recession hit Central African economies, which depend strongly on exporting oil and other
natural resources (and on tourism in the case of Sdo Tomé and Principe). There could be improvements in oil and
mineral sector loans during 2021, as commodity prices have recovered. However, prospects for the tourism
sector remain weak.

Banking in Africa: supporting a sustainable and inclusive recovery 35



Figure 36: Solvency, profitability and asset quality indicators, Central Africa
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CEMAC countries face concentration risks and high levels of arrears. In this subregion, risks to financial stability
are heightened by the strong concentration of banks’ exposure to large (often oil) companies and to the public
sector, including high levels of sovereign debt on banks’ balance sheets (almost 18% of total assets in 2020,
according to the IMF). High levels of domestic arrears weigh on asset quality and profitability and depress lending
activity. The situation has likely been exacerbated by the negative impact of the COVID-19 crisis.

Central banks and supervisors in Central Africa responded to the COVID-19 crisis by attempting to mitigate the
fallout on their economies and banking systems. Measures included liquidity support through policy rate cuts
in CEMAC and the DRC, and the reduction of the discount rate in SGo Tomé and Principe. In CEMAC, to alleviate
pressure on banks’ balance sheets, the supervising Banking Commission of Central Africa allowed banks to reduce
their capital conservation buffers, meaning that the overall minimum capital requirement was reduced from
10.5% to 9.5%. Reserve requirements were also reduced by the Central Bank of Sdo Tomé and Principe, while
Banque Centrale du Congo postponed a deadline to comply with the new capital requirement to 2022. These
measures were accompanied by more restrictive policies on dividend distribution in CEMAC and Sao Tomé and
Principe, aiming to protect banks’ capital.

The seven banks in the subregion that completed the EIB Banking in Africa survey, 2021 all reported plans to
expand their activities over the next 12 months (Figure 37). Five of them specified that they certainly planned
to increase funding in local currency. Expectations for funding in foreign currency were more varied: only one
bank reported being sure about plans to increase foreign currency funding, while two were considering an
increase and two had no plans to increase foreign currency funding levels. The banking system of the DRC is
almost entirely dollarised, with almost 90% of loans denominated in foreign currency in Q1 2021. On the other
hand, the currency of the CEMAC region, the CFA franc, is pegged to the euro, and foreign currency lending is
almost absent in those markets.

60 |MF Financial Soundness Indicators, available at https://data.imf.org/?sk=51B096FA-2CD2-40C2-8D09-0699CC1764DA.

61 World Bank Databank, available at https://data.worldbank.org/indicator/FS.AST.PRVT.GD.ZS.

62 Moody's Analytics BankFocus combines content from Bureau van Dijk and Moody's Investors Service, with expertise from Moody's
Analytics. The data are available to subscribers at https://www.bvdinfo.com/en-us/our-
products/data/international/bankfocus?gclid=EAlalQobChMI8Ja5xY6a8glV0eF3ChOCAA4UEAAYASAAEgLWY D BweE.
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Figure 37: Plans over the next 12 months (% respondents), Central Africa
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Credit demand from SMEs is expected to increase moderately over the next year, while banks anticipate
gradually easing their credit standards. Among the five Central African banks who reported lending to SMEs,
four expect increased demand for local currency loans from SMEs over the next 12 months, while one expected
no change (Figure 38). Notably, none of the surveyed banks expect a decrease in SMEs’ credit demand. Regarding
credit standards, three Central African banks were planning to ease standards during 2021, while two reported
having tightened them in 2020 (Figure 39). Although the sample is small, the findings suggest that Central African
banks may be hoping to accommodate an increase in lending.

Figure 38: Expected change in credit demand from small and medium-sized enterprises over next 12 months
(% respondents), Central Africa
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Figure 39: Expected change in credit standards over next 12 months (% respondents), Central Africa
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Source: EIB Banking in Africa survey, 2021.

Credit supply to Central African corporates and SMEs is most strongly constrained by a lack of acceptable
collateral and poor credit history. Insufficient collateral is seen as a minor constraint for corporate lending by
three of the five banks that responded to this part of the survey, and as a more significant problem by the
remaining two. For SMEs the picture was reversed — four of the five banks viewed collateral as a major or
moderate constraint (Figure 40). Poor credit history also weighs heavily on credit supply: this factor was
identified as a very severe or major constraint on corporate lending by three banks and on SME lending by four.
lack of
diversification and underdevelopment of the non-oil economy in many countries of this subregion. The reduction
of lending constraints in Central Africa depends on the post-COVID-19 economic recovery, clearance of payment
arrears, reduction of NPLs, and the successful implementation of measures to strengthen financial inclusion and

For SMEs, the lack of bankable projects also seems to be a significant impediment, reflecting the

increase diversification.

Figure 40: Factors constraining credit supply (% respondents), Central Africa
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Source: EIB Banking in Africa survey, 2021.
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Banking in East Africa

Based on average concentration across the seven countries in the subregion, East Africa is more competitive
than Southern and Central Africa, but less so than the North and West subregions. East Africa has a total of 199
banks (Table 7 in the Annex) and the third lowest banking sector concentration of Africa’s subregions, as
measured by the weighted average of the share of assets held by the three largest banks. This relatively high
level of competition is driven by Kenya and Tanzania, which have relatively low market concentration and large
numbers of banks. By contrast, Burundi, Djibouti and Ethiopia are concentrated markets, each with a small
number of banks.

The level of development of credit markets varies across the subregion (Figure 41). Kenya has the highest share
of credit to GDP, at 27%, which is above the African average (25%). Conversely, Ethiopia, Tanzania and Uganda
have credit to GDP ratios below 15%. In addition, while average credit growth is close to 12% in nominal terms
at the subregional level, the most recent figures for credit growth (2020) also show divergent trends. Specifically,
Burundi, Ethiopia and Rwanda posted annual growth close to 20%, whereas credit expanded by 10% or less in
Kenya, Tanzania and Uganda, and even decreased in Djibouti. Despite this recent solid credit growth, loan-to-
deposit ratios still stand below 100% in all countries but Rwanda. This indicates that the risks of overheating are
limited and that it may be difficult to expand access to finance in the wake of the crisis.

Figure 41: Credit as % of GDP and annual credit growth, East Africa
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Stability and soundness indicators suggest that the banking sectors of East African countries are relatively well
placed to withstand the economic shock triggered by COVID-19 (Figure 42). The subregional capital ratio stands
at close to 19%, with only Djibouti reporting an aggregate ratio below 15%. In some countries (such as Burundi,
Rwanda and Uganda), total capital accounts for over 20% of risk-weighted assets. Profitability remains solid—
particularly for a subregion with controlled inflation—with a subregional average ROE of 15.4%. Djibouti displays
the weakest profitability, with average ROE of 6.3%, followed by Ethiopia (10%). Asset quality varies across
countries, reflecting differences in policy measures implemented during the pandemic, as well as different
situations predating the crisis. In mid-2020, the ratio of NPLs to total credit was over 10% in Djibouti, Burundi
and Kenya, but 5% or less in Ethiopia, Rwanda and Uganda. Construction and agriculture, particularly in the
countries most affected by droughts and locust plagues, are the sectors with the highest share of NPLs.
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Figure 42: Solvency, profitability, and asset quality indicators, East Africa
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Sources: IMF83, World Bank5* and BankFocus®°.

Central banks, governments and supervisors in East Africa responded proactively to the COVID-19 crisis to limit
its impact on their banking systems. Measures included increases in liquidity provisioning, channelled to the
sectors more seriously affected by the pandemic, and policy rate cuts by most central banks (the National Bank
of Ethiopia was the main exception, keeping the policy rate unchanged during the crisis). Although East African
governments have used fiscal measures, the extent of the stimulus has been limited (as elsewhere in Africa) by
the rising public debt burden. The governments of Uganda and Rwanda also provided public guarantees for loans
to corporates and SMEs in the most affected sectors, such as tourism. In addition, national regulators in Uganda
and Tanzania approved loan moratoriums, which have been extended until the end of summer 2021.

Going forward, of the 24 East African banks that responded to the EIB Banking in Africa survey, 2021, 71%
expect to expand their activities over the next 12 months (Figure 43). This expansion is expected to bring an
increase in funding, although more pronounced in local currency (83% of respondents planning or considering
an increase) than in foreign currency (66%).

Figure 43: Plans over the next 12 months (% respondents), East Africa
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63 IMF Financial Soundness Indicators, available at https://data.imf.org/?sk=51B096FA-2CD2-40C2-8D09-0699CC1764DA.

6 World Bank Databank, available at https://data.worldbank.org/indicator/FS.AST.PRVT.GD.ZS.

6 Moody's Analytics BankFocus combines content from Bureau van Dijk and Moody's Investors Service, with expertise from Moody's
Analytics. The data are available to subscribers at https://www.bvdinfo.com/en-us/our-
products/data/international/bankfocus?gclid=EAlalQobChMI8Ja5xY6a8glV0eF3ChOCAA4UEAAYASAAEgLWY D BweE.
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