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AUSTRA T 

Financing pia. m • r rt l, in th housing sl!ctor and the fact that many individuals 

~o l vc th h blcm by ren ting docs not alter the role of l·inancing in the 
I 

p1ovi i()n ' rcn nl untt whether they arc provided by the public or private sector. 

ll )\\ '\CI. thi financing is not without challenges. This study sought to find out the 

.:p~dtic challenges faced by international housing linance institutions in Afri ca today. 

Tht! research objectives are geared towards estab li shing chal lenges faced by 

international housing finance institutions in Kenya and to show the effect or country 

interest. inflation and exchange rates on the performance of housing projects. The 

population comprised international institutions offering housing finance in Kenya. 
I 

The research was conducted through a case study design the target organization be ing 

helter frique. Primary data was obtained through the use of an interview guide 

'' hile cconda~ data ''as sourced from the Central Bank of Ken) a. he Iter t\ frique 

projc t tile and otha "ritt!-ups on tht! ubjt!ct. Anal) tical and conceptual models 

u d in tinding out the relutionship bl!l\\I!Cn pl!rlormanee ot' projects "ith 

t to m v m nt of intcre t rnte . in tlat ion nnd . chnngc rat· . 

I h findin • o th tu ) r ' alcd th t til' maj r challcng' •. p~.:n ·n I b) hclh.:r 

en' 1 nmcnt 

n: it n und ·r 

n ut It Ill pi 
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HAPTEn ONE 

t.O I TRODlJC'TION 

1.1 Hack ·•·ouud h dtt tnd 

w II 

the financial landscape over the past half century is by now a 

tact, the effects of which are felt at all levels of economic activity. 

no signs of abating. On the contrary, it seems likely to accelerate as 

b "ers and lenders alike become more aware of the potential opportunities for 

I "er costs. increased returns and diversification benefits to be gained from an 

international approach to finance. 

Due to the upsurge in urbanization in Africa, pressure has mounted for the need for 

more housing and by extension housing finance services. This has seen changes in the 

way in which governments facilitate housing by moving from direct provision of 

housing for its peoples to creating an enabling environment to enhance housing 

provision. 

lnde d financial institutions in Africa over time ha e stri ed to po iti n th m I to 

P vide thi much ne d d rvic . Howe er. due to high d mand that far out trip 

uppl) in the n ti n . internati n I hou in • finan e in titutions (Ill I ar n w 

m m ntributc t " r of makin fin an in' for h il, blc 

fri n ntin nt. ::. mpl in tituti n m 

lvPif"CPiu: 1 ri tm nt m nt ~ n 

B n . H '~tW m t ith ut it 



Clark (2002) obsenes that b ~ide::. ulturul lifferenccs in institutions, legal and 

financial traditions, inform tim :-.l'llr ·~:-. nnd the like, there arc other serious 

constraints such a )~~ . I ! 'i~ 1:-, tr:1nsnct ion costs and discriminatory taxation that 

can affe t th out ro::,~·ho t dr.!r financial operations. Eun & Resnik (2004) 

lt1u e th i Vi ntll thrc.:~ major dimensions that set international housing 

ltuu• · orne tic housing finance as foreign exchange and political risks, 

m 1rk, h 1per ections and expanded opportunity set. Brigham & Gapenski (1996) 

' n ·ur '' ilh lhese observations and summarily classify these challenges into the 

foil \\ ing categories: Different currency denominations, economic and legal 

ramifications and political risk. These factors complicate financial management and 

increase the risks faced by firms. 

In Sub-Saharan Africa (SSA), these challenges are magnified as a result of the 

unstable macroeconomic environment, that do not render themselves to easy 

predictions. Tomlinson (2007) notes that in a recent report co-authored b a number 

of development agencies. including the African De elopment Bank. the African 

E anomie Research Con onium. the Global Coalition for Africa, the nited ation 

onomi Commi sian for A rica and th World Bank. whi h highlighted k y i. ues 

ffi tin · d • lopm nt. rc\C led th t .\"a the only gl bal r gi n wht.:r per 

•o "ith ncurl) OCY< fit 

ul ti n lh in rt) thre h Jd o 

it i im rt nt t m m nt 

Ia h 



credit ceilings. the restructuring nnd pri\'atisation of state-owned banks. the 

introduction of a \ari t~ f m ' . :- trL':- 1l promote development or financial markets. 

including mone) 111. Tit t:-. and private banking systems, along with 

improving b,mkin and regulatory schemes. !low practical are the above 

. l it easier said than done? ls it beyond SSA to put in place 

l r rcfonns? But the question is whether it is easy to make these 

ith its ever changing macroeconomic environment. 

Take f r example. the case of Zimbabwe where the inflation rates are currently over 

l~ billion(\\\\ '.china.com ). How does the government in power encourage financial 

ector and development with such outrageous statistics? The report goes on to state 

that with goods unavailable and official statistics widely distrusted, the Cato Institute 

in Washington. USA. calculated the figures based on exchange rates movement and 

market data. 

It is quite e\ident that SA faces its own unique complex challenges that in turn are 

hallenges to international institution wishing to in e t on the continent. r example, 

in an I F Working Pap r, acerdoti (200-) e:amined d elopment in bank cr ditto 

th private tor in and highlight d the barrier n to a ing credit. 

nt f) t onv nti n I ' •i dom. h found that bank tn ar morc li uid than 

rc relu tnnt t xpand redit to oth r th n their m t r dit-w rth~ 

th 1 dit mm Ill 1 in m l untri • 

1i tJ ;, tirwion 1/ 

IIPJ rn 

m Ill ru u limit rt 



While a number of countrie in -\ hm e efforts underway to correct these problems, 

it is important to re ogniz .. th t '('ruin otrctive actions arc more readily feasible 

than others - for e ampl~.:, . ~'rl li1 hur'au is relatively easy (albeit expensive) to 

establi h. Oth ·r h c nh. ~lltl.., require much more substantial efforts involving 

nal r tructuring such as correcting deficiencies in the judicial 

the title system and carrying out registration of land 

The political climate in SSA is also worthy of mention. A relevant factor for any 

international organization, whether housing or not. Rwanda, Ivory Coast, Sierra 

Leone. Liberia. Sudan, Somalia, Eritrea, Guinea Bissau, Democratic Republic of 

Congo just to name a few, have just come from a civil war or are still plagued with 

one. According to a study conducted b) Oxfam, aferworld and the International 

Action ·etwork on Small Arms in 2006, Africa is losing billions to conflict. From 

1990 to 2005, the cost of armed conflict in Africa was a whopping U $ 284 billion, 

roughly the total amount of international aid to the continent during the period. 23 out 

of -3 countrie \\er in conflict during this p riod! This study th refore und rt ok to 

, ·plor hou in finan halleng fa ed b) international in tituti n , th fi u 

on K ny 

1.1.1 IIClu in • inane 

H u in fin n fin nc r pi I fi r h u in . H u Ill 111 n 

ui 

in m 



sums of money. Although all of tht' 'nriou~ in titutions that lend money for long term 

on real estate proj ct tre ft 'n ':111t'd bank:-., there arc actually several types of 

thl 1olll)\\in~: Savings and loan associations, insurance 

funds and other 

tmcnt institution<;, Mal om be (1981 ). 

ttat 1991) categorizes housing finance providers as governmental or 

aru:taml h using banks. authorities or corporations. They have a large proportion of 

their fund from go\ernmental allocations or through forced taxation/payroll levies on 

all or some indi iduals or organization, but might also allow individual or institution 

deposits. The) provide long term lending for housing often with built in subsidies and 

a \e~ low rate of foreclosures or eviction of defaulters; Private housing banks differ 

from these in that the) are established b) the private sector. Their main ourcc of 

funds is like!) to be deposits and bonds and/or debentures, though they might ha e 

governmental and or external/international funding as well 

Hou ing finan providers may al o includ mutually owned organization , . ictic 

hou in 

m 



for example emplo~er~. unr~_,;i~l ·reel ~uci~t iL·~ or group 1ng~ and some 1\on 

Governmentai Organ·La.i IL L' 11 Lthil:il.l ()II). 

Bucl·le) ( 199()1 n t • th, 1 ""' 11. ni!illl!i oh~cn cd !(Jr hou sing finance provision in lo'' 

C!lllcd dcvcloping countries. such as those found in Africa. 

11 • 1.11t 11 11 pte in titutions that arc structured in a surprisingly wide variety of 

'HI~ • 11 e 2004) on the other hand argues that economic crises in most these 

• 1 Untrie_ ince earl~ 1980s has necessitated the adoption of economic and financial 

·e~tor reforms in an attempt to establish the foundation for sustainable growth. In 

hou ing. as indeed in other sectors. the central thrust of the reforms has been to 

diminish or to eliminate the involvement of the state in the financing and production 

of housing. The role of the state has thus been restricted to the creation of a pol ic) and 

institutional framework 

In the '-Habitat's report. Financing Urban Shelter: Global Reporr on Human 

S u/emem.\ 200: , it states that ''ithin th next 20 )ear there is little likcliho d that in 

man) de\ loping ountries conv ·ntioml our es of finan e will b available for 

1m tm ·nt on th le n dcd to me t pr ~t.: t d demand for infra tru tur and 

h u in 1 rt) ~..ountri a und th world ontinu t it in publi budg~.:t 

h rc rt tat thnt thi i. lh 

'' untri 

nt 

lh t tl 1r n in 

in 

111 ub- ahar. n 

untri that • 
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Kenya. facing challenge:. of rani . urbnnization. ha:-, not been spared the demand for 

housing and housing financ-. h; c:-;ll'Ihmn L'itih:r. There is a large gro ,vi ng housing 

gap- estimated at, ppr im . tt·l: 1~0 000 units per year ugainst the current supply of 

35,000 unit t h. till Minis!!') f'm housing. llowcver in order to meet thi s 

tut •ti v 1 t 

'0\'CIIHH !ll 

m ncy arc required wh ich are not readily available to the 

budget a!) constraints. Indeed Mcguire ( 1981) observes that lack of 

1 lln mnl nd guaranteed source of money to fund housing production around the 

'' 
1rld i u major obstacle. 

To ustain housing production year in year out and to provide the mortgages for 

ime-rors and home owners requires not only availabilit) of funds but al o from 

dependable sources at reasonable rates but also structures to facilitate the ame. A 

good housing finance system thus brings together lenders. builders. con umers and 

the government. It consists of all institutions that are essential to su tain the flo\\ of 

money into and through the housing sector. However, provision of housing finance 

prO\ i ion ha it own hallenges. Ac ording to the Office of the Comptroller. A 

(19 6. the follo\\ing ar risks a iated \\ith finuncing for housing: redit risk. 

int r t rot ri k. pri · ri k . liquidity ri k . omplian ·c risk • stratcgi risks und 

reput ti n ri k . B~ forth~ ' or t rLk to nffc t , hou ing tinance ir1\ c t r is till: r~dit 

ri - th ri k th t a b ITO\ r "ill r\ 1 hi I an. "l hi ri k i dir • ll~ 

rtnin on nu in inn ti n "hi h imp .t n int 

I . 

• 1 ... riqu 

lu 



African institutions can chnnn~ l finnn '1.' nnd tt.:c hnical assistance: for the development 

of habitat and housing in 1ri . n st:ltL's . l'hL' current members hi p or She lt er Afrique 

comprises 42 Afri:;an ~ mtrh: . nd tlll'l'l' Al'rican n..:gional bod ies (ADB. Al'rica-Rc & 

Acti'> C'CJrp rau n) h)\\ n in 'I ahk I bclov.. A breakdown of percentage 

lh ,IWlCbtd nppcndi>.. 4 (Shelter Afrique, 2008) 

T bl I: ... Jtclt r friquc harchold ing as at December 31 , 2007 

1 REGIO'\ I COC\1 RILS/ BRtAKDOWJ'\ 

I 
1 · nn TIO. ·s 1 

Xonh Africa . 
1 Algeria, Morroco, Mauritania, Tunisia ., 

B.-West Africa 11 I Burkina Faso, Benin, Gambia, Gu inea, Guinea ISSau, 
Liberia. Mali Senegal. Sierra Leone. Niger. Nigeria, Togo 

Central ,.\frica 19 I Cameroon. Cape Verde. Central African Republic, Chad. 

I Congo. DRC, Gabon, Guinea Equatorial, ao Tome & 

I I Principe 

I East Africa 7 Djibouti. Kenya. Rwanda. Tanzania. Somalia. Uganda. 
I Burundi 

I 

I 

Southern Africa 10 1 Botswana. Lesotho, Madagascar. Malawi, ~ Maunttus. 

I • 'amibia. eychelles. Zambia. Zimbabv.e. waziland 
In titutions "' 1 Afri an Development Bank. Africa Reinsurance Corporation .) 

and Acti Corporation \ 

Share Capital by Region 0 othern Africa 
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0 Central Africa 

0 East rn Africa 

; 



Share Capital by Region 

12,000 000 
10 000 000 
8,000,000 
6,000,000 
4,000,000 
2,000.0 

ion 

0 1\Jothern Africa 

0 W st rn 
A1rica 

CJ Centr I Africa 

0 Cas tern Africa 

Southern 
Africa 

0 Institutions 

ical reprc entation of Shelter Afrique Shareholdin gas at 31 Dec 2007 

helter frique considers applications from both public and private sector agents for 

as i tan.:e on shelter and related projects as well as commercial buildings in pur uit of 

Its o jecti\es. Applications may be for the following forms of as istance: Direct 

Loan for project financing relating to development of ne'' housing estates, 

infrastru ture provision through site and services schemes. neighbourhood and 

housing improvement and commercial real e tate: Lines of credit to hou ing finan e 

institutions including for on lending mortgage finan e: Guarante : to mall and 

medium-siz d dc\'elopmcnts to enabl th m our e fund from al finan ial 

in. tituti n or m t antra tual obligation ~md for lo" urn:n ) I ) n pr 'id ·d h~ 

fin n .. i I in titution for pr \'ided 

th u~h fin n i I in tituti n nd non-b nkin fin•m i I in tittni n 

nd in th ir I 

h u in ni 



projects. advising on housing poli >. pri\ misntion. restructuring and estab li shment of' 

housing finance institution. em prl'JL' '1 mnn:l~L!mcnt scrv iccs (Sheller Af'r ique. 2008) 

Shelter·A friqu ' • <I' r:l1ion~ an.: financed !"rom its ordinary share capital 

IC (lUI lu paid·np and subscribed capital, borrowings from other 

1~11 1 re .. men~. grants. income from loans, investments and guarantees. and 

1lh ' un recei ed by Shelter-Afrique in its ordinary operations. Loans and other 

fu~ililie are denominated in United States Dollars (US $) and Euro as well as local 

curren'-ies of some member countries but reporting is in US $. The loans are 

trucrured as either short, medium and long-term. In all cases the proceeds of the 

loan must be applied to housing and related services. As at 31 I 12/2007 Shelter 

Afrique·s asset base stood at US$ 73, 000.000. of this the project loans totalled US$ 

50.000.000 (Shelter Afrique audited accounts as at 31112'2007) 

The Company ha o far supported 68 housing construction projects 111 airobi­

K n~ with a total loan value of C 60.:21.: -l4.00 ( p rations cpanment Report. 

_QQ ): 1 t of them art! mall and medium-sized enterprises that develop smull to 

m dium .. I proj t mainly du to th ir inability to rai c.: l r •cr sums of equity 

Annu I R pon. 2 0 ). at D m ·r 2007 h ·Iter friquc.: 's 

77.5 milli n. thi • th m n nt, llntc.:d 

milli n tl~: m r 1.20l 

1.. nl of 1 • r 

t th t m. n. m 

n t It r t In tl 



provision of rental units \\hether the~ ~m.: provided by the public or private sector. 

However. this finan:inh L n 1 \\ itl1l"ll 'h:llknp '!-> (Njuguna. 1992.). 

One of the major hnn:-;in~' tinanc~ institutions have to grapple with is the 

credit ri k ~ th pr ilh 1h, 1 :1 honmH~r will not be able to honor debt repayment. "' 

thi r1~1\ hns 1 (!cent!) been felt following the subprime mortgage 

'hen undervaluation of real risk in the subprime market ultimately 

ut l e b. ·'heavyweight" international financial institutions of staggering 

u.m ums uch as I lerrill Lynch, a US bank, announcing that it was taking U $ 8 

billion \\Onh of losses on mortgage related securities and several days later UB , a 

wiss bank. umeiling a US S, 3.4 billion of 3rd quarter 2007 related losses with other 

big banks following suit. The tangible scale of defaults in the US mortgage arena as at 

- 0\ember 2007 was still unclear, particular!) in that sector of the mortgage known a 

.. subprime·· - loans extended to borrO\\ ers with poor credit historie at relative!) 

higher interest rates {The Financial Times. o\·ember, 2007). 

Cr dit ri k i enh n d in Afri a whi h uffcrs from in. tabiliti s in it. e onomi 

n •ironm nt that i vol tile nd it pn.:di tability quit lu i\'c. \ ariablc rate of 

infl ti n ultin fr m. among th r f: tor . liti I emir nm nt in tht: • ountric 

guire. 1 re uh nt ' ri bl inflati n rat~.: push 

int re itnl.l J) \ hi h ' dit d ult nd I rc I ure . 

iri I tu in • m n in limit . In 

n h in il 

hnl m 

II 



well documented. she notes. ar' th 'il..'\\. of ncndcm ic5>. as they tend not to focus on 

housing finance per e, h 11 r. th~r \\rill' on topics such us urbanization, unplanned 

settlement upgrading. \rh. p~ 1lw tind rlying reason could be a unique issue of 

developing count 1 • h<)tl in" !tnance delivery mechanisms are often complex 

in titut "tired in ;, surrrisingly wide variety of ways (Buckley, 1999). 

ub-Saharan Africa comprises over 40 countries, it is 

l e. am me all of them through a ' rapid assessment' information gathering 

T mlinson. 2007 ). 

Indeed. housing problems from one country to another differ in their magnitude, 

ope. dimension and fundamental causes (Malombe, 1981 ). It is in view of the gap 

that exists on literature on housing finance in ub- aharan Africa. and Kenya in 

pani ular. that this study is premised. Therefore this stud; aimed at answering the 

folio\\ ing questions: 

l. What are the challenges facing international hou ing financ in titutions in 

K n~a? 

hat i the ffe t of int rc t. inflation and . · hange rate on th~.: p r onnan c of 

u m • m n in tituli n in 

int in ti n 



1.4 Im porta nee of the . tud~ 

a) Shelter Afri l""- t ~riti ·.Il l;- .I S:->L''o:-> tlh.' imp::~ct or microcconomic variables to 

its operation 

h) 'J o oth .. r h 1 m hi. n c in~tJtutiOth in Kenya and beyond with a goal to 

') 

... rdcr services/products. 

e o cmmcnt housing departments or ministries of Shelter Afrique 

r countries- on ways they may provide facilitation to such institutions 

that pia. a 'ital role in the promotion of housing development 

d To increase the body of knowledge on real challenges faced by !lousing 

(construction) financing institutions in less developed countries, specifically in 

Kema. 



11 \PTER TWO 

- · l l.l FRATlJRE REVIEW 

2.1 lutl'udu ,ti Jll 

tit i chu t r th elated literature of' the study. Specifically, it consists ofthe 

ion : Housing Finance in Africa, International Housing Finance 

h ll ng ~ nd their management, Housing Finance in Kenya and a summary of the 

hi.:::hligh flhe' hole literature review . 

., -·- Housing Finance in Africa 

African ountries are experiencing rapid urbanisation resulting in exponential incrca e 

in demand for housing and b: extension housing finance. Consequently, governments 

in these ountries are under pressure to realign their respective housing sectors in 

order to meet this demand. HO\\ever. due to varied complexitie of indi\ idual 

ountrie . the provision of this vital commodity is proving to be an uphill ta. k not 

onl: for the. go ernm nts but al o h u ing finan in titutions that have b~:cn 

tabli hcd to m t th · ri in~ d mand or finan ing rvi c . 



Dt::cision makers and l"nner hm ~ r'p':Wcll~ plll thL'il' laith in 111U S~i C in.icctions 01' 

capital for funding ho :-ing r~ r Je~·t.. lln\h'\ .,._ it i::, worth noting that the effectiveness 

of such inve tmtnt ill c l'' nd ()11 -.,cvCJ"II other factors - among them - the 

p J . 1 ~ <ino:. of the institutional organisation in the country. 

llHI h il fti!1C1ion Ol lh\.: i1C\111il1iStraliVC ttnd Organisational 

phy ical planning and land management, as of unlimited 

fund (ECA Documents, 198 J ). Indeed, the development of a housing 

em i strongly related to the general development and ophistication of a 

· unm financial market, which in turn, is closely related to overall national 

e~onomic de\elopment (Sa-Aadu, 2004) 

Traditional efforts by governments to promote housing finance through interest rates 

ontrols. directed credit. housing subsidies, and tax.-ba ed hou ing fund have 

und rrnined the de\elopment of viable housing financ ) stems in African countries. 

Bu kl y (1999, observes that housing finance deli er) mechanisms ob erved in 

ountrics. are oft n ompl . in. titution. that ar tru tur~d in a 

urpri ingl. 'uri t) of" ay . Their e\'aluation i count~ ifi and d cs n t 

I nd it lfto a ~ g n raliz ti n . 

th t ill ur in th 

-u 



zoning of housing de\elopmenb. \\'hnt type or housing structures are allowed in an 

area. flats? Maisonett ? Th-..' . bl incluck~ building codes. The most important or 
all is mortgage finan · or this vital resource to the would be buyers. 

What crite1 ia i u " m 1 ll honk! an individual earn to qualify? 

Worl·ing Paper, Saccrdoti (2005) examined developments in 

the mate ector in SSA and highlighted the barriers seen to accessing 

t: ·o conventional wisdom, he found that banks in SSA are more liquid 

limn x ected. but are reluctant to expand credit to other than their most credit-worthy 

ITO\\ers. acerdoti argues that credit expansion remains modest in most countrie 

and the ratio of credit to the private sector to GOP limited because the in ·titutional 

framework is not supportive to lending. The legal framework for establishing property 

rights is limited. mortgage market infrastructure is limited. risk as essment of 

borrO\\ers is limited and so on. 

a erdoti (2005 . in agreement with a-Aadu (2004) a ert that \\hile a number of 

oumrie tn A ha\ e fforts underway to orrect th . t: probl ms. it i. import:mt to 

re ... ogniz that c n in orre tive a tion are mor readily fe ibl than oth rs - for 

mpl. red it bur au i r latively a Y alb •it xp n he to c tablish. th I 

ti m re utr mu h m tantial ftort imol\'in • undamcntal 
in it uti n I tin m th judi i I s~ t m. 
re mpin h till rl)in fl nd. 
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for their people (8oleat. 198 ). Ex cpt for South Africa. Ghana and a handful of East 

African countries, hom fin n in:' ::-.C'Cll)t in th~ r~st of Africa remains in its in fancy 

(Coovadia, 2007 ). ub. 

Asia) in th rnti 

. n \ tl·icnn ountric~ arc the second lowest (after South 

: ' loans to total investment in both the formal and 

frican countries, commercial banking sector is significantly involved 

1n m n~a~e lending and provides most housing finance. However, this is not the case 

for mo t African countries! The housing finance sector is dominated by public sector 

created housing finance institutions (parastatals) which receive financial support from 

the goYemments. offer subsidized loans. However. they are general!) weak 

institutions. with \ery limited coverage. in addition to being politically su ceptible 

and unstable. Some private sector led institutions in the sector are emerging in some 

other countries such as the Gambia. Ghana and Ken) a which promi e to pro ide 

mongage to IO\\ -to-medium income clients ( he Iter Afrique Annual Report. 2006). 

-.3 International Hou ing Finance In titution IH I ) hallenoc. 

Th re ert in di advantac of r -b rder tran a tion that s t ilpart 
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for their people (Boleat. 1987). E pt ~ r ~ outh Afri a. Ghana and a handful of East 

African countries. home finan~in_ - ...tl r in the rc:-t nr Africa remains in its inf'ancy 

(Coovadia. 2007 ). ub-Sah n ri . n '< umrk . rl! the second lowest (af'ter outh 

A'>iaJ in the ratiCJ o m 

inl(mnal t:cwrs 

h . n to total invl.!stmcnt in both the formal and 

1 n c un ries. commercial banking sector is significantly involved 

in nt 1nguge lendin~ and pro,·ides most housing finance. 1 Iowever, this is not the case 

hr nw.:t -\frican countries. The housing finance sector is dominated by public sector 

created hou ing finance institutions (parastatals) which receive financial support from 

the gm·ernments. offer subsidized loans. However. they are general!) weak 

in titutions. \\ith \er: limited coverage. in addition to being political!) susceptible 

and unstable. Some pri\ ate sector led institutions in the sector are emerging in some 

other ounrries such as the Gambia. Ghana and Ken) a '' hich promi e to pro ide 

mortgag to IO\\-to-medium income clients ( helter Afrique Annual R port. 2006). 

2.3 Intcrnati nal H u. ing Finance In titution Ill 1.) hall no c. 
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The best terminolog) that aptur~- lllfb h.lkngcs is country risk. This is a ri sk that 

relates to the possibilit; h. t pl lili~. I. kg:ll. social and economic events in a country 

may prevent a d bt r m hono1 in1' ib obligation. It encompasses elements of 

coucentmti n ri , lil of lonn.., portfolio, straight default or repudiation, delays 

tnnr-rr'"l ond principal and debt reschedu ling. There are also elements of 

htch relate to the abi lity or willingness of the debtor to honor its 

1bli ~ t1 n in lu i e of local currency ri sk (Shelter Afrique, 2008). Below are 

unded e. planations of these factors. 

2.3.1 Economic Factors 

Under e onomic factors, we look at inflation and interest rates. foreign exchange ri k 

and finan ing. 

2.3.1.1 Inflation & lntere t rate 

Po iti\' interest rates (lending rat in e:ce of inflation rates) ar ' ' i~.:wcd as a 

). Long term loan .. u h 

mort~ g finan h r inte~ t rat a rc uh of :p tation of. 

hi h r infl tion. itm n 7). In th h u in finan c ntc. t 

hi nd th \\ h bilit) 

infl i n rl 1 m m lh.l ntri Ute 

int ilit infl i n 

un 
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Such volatility has not spared -\. Erb. Hnne) & Viskanta (1995, 1997) link market 

volatility to variable- u~h a. tnlr) dt.:m graphic. and inOation risk and observe 

that market volatilit) i hi_h \\ht.:n intl.tion risk is high. They attribute the vo lat ili ty 

to three factor : Fir t, I J in• l Olllllrit :-. t\:ccivc bigger exogenous shocks that may 

come rout tin m .I m. t • t. in' the form of for example "sudden stops" of capital 

ittJ1<,w : 

· · mil~. de eloping countries seem to experience more domestic shocks generated 

b~ a • ,m ination of the intrinsic instability of the deve lopment process and se lf 

intlicted policy mistakes; Lastly, developing countri es have weaker "shock 

ab orbers:· because external fluctuations have larger effects on their macroeconomic 

\'Oiatili~. 

The ase of Kenya is no exception to this volatilit). Data from the Central bank. of 

Ken) a shm.' s quite \ aried rates over any I 0 year period. For example, in th early 90 

th rat - ''ere over tOO% while at the tum of th c ntury the in nation re orded was a 

digit figure. o far in :!008. th inn:uion rat are t\\O digit figure owin.] to the 

p I ti n kirmi he a ''ell a in r a c in uel global pri c . lndc d tt hulk 

on:i n L h.tn • H.i k 

ri ul ti • ri · th t i 

n1 

''" 



its national interest rate and m netar: poli ) . Consequently, inflation rates and 

interest rates can differ mark""dl) ws:-. untrit::!-.. which, implies that the currencies 

exchange rates will no St.) Ii l O\d lim~' (Solnik, 2000). In a housing finance 

context an IHFI rna opt t . lo:ln in a local currency whereas its repotting 

curn;ncy i 11 1o foreign exchange risk. ln volatile economic 

challenge b on how to manage this risk. 

' ·mun~mg 

11 1th r n ta le challenge for international financial institutions is in the financing of 

iL perati nal activities. International firms may wish to raise funds locally but due to 

regulate~ or e\en development of a country's capital markets, this ma) not be eas). 

Gons halk (2003) observes that in most developing countries, the capital markets are 

more \Uinerable to shocks and manipulative actions. 

enbet and Otchere (200-) note the importance of increasing the developm nt of 

apital mark ts and a elerating finan ial ector reforms as a mean of integrating 

into th global finan ial onom. in order to aura t international apital. Th y 

nd that ountri mu t ontinu to pur ue intcrc t rate lib r liz tions. 

m dit 'n d b nk • intr u c a 

t pr m in ludin 
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For JHF! s clients rna~ opt for I an. in their local urrcnq . This forces such firm s to 

borrov. local!) and depen in~ n 1nt nnl:-- the co.1 or horrowing but also amount. it 

could be easier to b rr " 1 11' th~ '.!pit:! I markcLs. Arc SSA 's capital market 

structure-. read)'> 

. '· 

t ·uu.: 

td J olitical Factors 

he and political factors. the two are interlinked m one way or another 

'emment legislation are usually political decisions. For example 

legi ·Iati n n business licences. currency inconvertibility, non-local firm legislation 

tEuromone). _QO ' fall under political political risk. However prudent!) a company 

re earches ounterparties and monitors events. adverse political circumstances can 

ari e whi h put the balance sheet at risk (Euromone). 2007). There is no real 

on sensus on the exact definition of political risk . Buckle) (2000) d fines political 

risk as the exposure to a change in value of an investment or ca h po ition resultant 

upon goYernment a tions. Clark (2002) view politi a! risk as all a pe ts of a 

ountr) e onomi . ftnan ial. so ial and politi al organization a \\ell a. its 

ogrnphi I at ion and strategi importan e "hi! ummaril) tates 

that th p liti al ri k a e ting parti-.ul r indu tl') or firm cm r c on a our1t ot 

nfli t n n fi bj ti 

mt 

liti I ri . H 

ti n t 

m n nt 
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repatriate mobile assets: di crimin tor~ go\ crnmcntal actions or acts of expropriation, 

which deprive an im ... ~t r f 1h 'ir righb in the ountr: or renders the operation 

uneconomical, . n, II. 1ionlt~·vot.':tt1on: currency inconvertibility, or the 

inabilit) t 11:111 k·r drvidcnd~ or other scheduled payments from 

th p lhi al viokncc causing physical damage to as ets caused 

v 11 \\ar. terrorism etc; forced abandonment of the investment or 

111 , ,jl nd a rogation of a production, concession or government agreement. 

real e\:ample on how political risk may affect a firm is the Enron Case. Enron 

De' elopment Corporation, a subsidiary of a Houston based energ) company, signed a 

ontnc to build India· s largest power plant. After En ron had spent ncar!) $ 300 

million. the project was cancelled in 199: by nationalist politicians. Eun & Resnik 

(200~). 

. .·\ ha had it hare of politi al di tator and quit errati political de i ions that 

m ~ ra ti all) ffi ... t a finn a tivitil! . 1 ake th of Zimbab\\ \\hen the.: 

g ' rnm nt d cid d tot k mer \'hit own d rm in 2 

r th f: mou ldi min e. pul ion 111 7_ t 

m k bl 

unt~ p liti I itu ti n t m nt. I it 
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that subsequently causes increa~ :- in intae.t rm~s. There arc va ri ous ways in which 

interest rates can be manage . the: 11llb1 '0m mon bcin tt usc or interest rate swaps. The 

Wikipedia encyclop lOt . n in1L'r •-;1 rat ~ swar as a derivative in which one 

party txchan • f intw.::-.1 pnynwnts lo r another party's stream of cash 

: n be 11scd b) hedgers to manage their fixed or floatin cr 
0 

. The can also be used by speculators to replicate unfunded bond 

from changes in interest rates. As such, interest rate swaps are very 

p 1 ular and hi~hJ. liquid instruments. 

--"·- Foreign Exchange Risk Management 

In order to manage foreign exchange risk. a firm rna) require to measure it. hapiro 

t2002 identifies mo methods of forecasting this risk: 1arket based forecasts ,, hich 

ar obtained b~ extracting the predictions already embodied in interest and forward 

rate and model ba ed forecasts. The latter an b classified into fundamental anal) · i~ 

that relies on painstaking examination of th rnacr e onorni variable and policie~ 

that ar lik I~ to in flu nee a urren ~ · pr sp • t. Variable c. aminl.!d in ludc rl!lati\ c 

inflation nd int r t rate:.. national in om cro" th and in mone) supplic 

n th r t. p of mark hni •tl an I) "hi h i an anti the i 

un m nt I I) n p t pri , nd ' tum m , l'lll rn 

mn m in m n •in it lhi 

n 



contracts that involves two partie_ entering into n ontract agreeing to exchange a 

certain amount of one urr n ) fi r. "err. in :1mount of anotht!r curTcnc) at a specified 

future date; CurrenC) " p.! :-pt)t 1!!1lb:lCtion in one direction offset by a futures 

. tatcd amount of' a particular currency at a fixed price 

p1ration date and lastly European Currency Unit (ECU): A 

urrenc. consisting of stated amounts of the currency of each of the 

·oumrie.: in the European Economic Community. 

Ho\\ e\·er. it should be noted that this forecasting and management of this risk is not 

an exa~t s~ien~e. Yeager & Seitz (1989) conclude, while we usual!) expect risk to 

de line a we gain experience in a particular area. foreign exchange risk has increa ed 

oncurrent with the increased volume of international business. 

2A.3 7\lea urement and Manaoement of Political Ri k 

Fonunat 1~ or unfortunately ometim s IHFI. ha\e to depend heavil~ on third pan~ 

information in ord r to manage .orne fa t r o. unt~ ri k. I he) an.: fu cd "ith th 

k of p nding on m redibl n their valu:ni n r h 

untf) . ri k. Thi ld tru iall~ m nt p 1liti 

ri th tin ntro t t f 

t r 
. m. 
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Despite this complexit). vari u. r 'liti 'Jl ri~l, forccusting serv ices urc available. For 

example. Haner (1979J 'e d r~·d .I r:11int! th:11 i:-. systematic. She rates on a scale 

• 
I <J (tlliuitii d 1 ~d. _o 4 (acccpl:~hlc risk); 35 - 44 (high ri sk) and over 45 

he method:, of' countr) risk evaluation are prepared regular!) by 

th, , ·ri, i ul an ncial magazines such a~ Euromoney and the lnstitutionallnvestor. 

hJ.I Ull 2 d del\·es into the issue of tahng an insurance against an) political 

ri -k us a "a~ of managing this risk. 

Ho\\ accurate are these evaluations and if the) are the ones used for setting limits on 

xposure_ then it implies that the international financial firm has to belie\ e on such 

third part~ anal~ ses. Can one actual!) tell that there i a mmtr) "ith better risk than 

th other? lost o1 these illusions are ba. ed on hi. tori al fa ts and projt.: wd into tht: 

future. ho\\ wise is this? But "hat oth r opti ns d su h orporation the~ have? \\ c 

lll:l) r ... :111 h " th 'nited t.Jt'. had -. ·n .c ·mingl~ a r ·I~Hi\ d~ lo" p 1liti ·al risk 

... untr .. hut ur mimcnt. " rc tri ·d n t..r cpt..mb r II 1 rrori t < nu k 011 the 

\\ rid nt r. n th oth r han . n .. ul b lth ·r 

ll r rmminc ulll~ n th u ing fin, n 

n rei) n. 
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shelter sector and put a mechanism for moniwring performance (Wanyonyi. 200-J. ) . . 
The most recent ""The ation• I H ' ~:-in~ DL'\ L'lnpmt.:nt Programme (2003 - 2007)" has 

sought to develop soluti n, t lhc fl'l1l'\\l'd ~·rnwth in the housing sector (Ministr) for 

llou<.lng, 2006). 

I h . j (II . lltlll 'I r tnc of toda)' housing finance institutions, such the Housino :::: 

Hou ing F· inance Company of Kenya), were there before 

ind ·p nd 11 e and pro ided mortgages only to European civil servants and to Asians 

on a limited ba is.. ntil recently housing finance was government business. !lousing 

Finance ,, as 0 ,, ned equally by the government of Kenya and the Commonwealth 

De\elopmen Corporation of C.K .. while Savings and Loan Ltd .. th second largest 

HFI. ,, a 0 ,med 100% b) the government of Kenya through the I' enya Commercial 

Bank ( KCB ). KCB is now being pri\'atized through the . \tirobi Sto 1· [\change to 

redu the gO\emment's holding to about 30~o. Th' East African Building ocict~ is 

the on!~ major and redible private!) 0'' ned Hou. ing rinan e ln. titution in the 

ountr). Okonk\\ o. 1998) 

lnt r, tingl). d • pit th high em and for h u ing in K '11) •• until n.: ntl~. it appear 

that th ... main trcam bank had hi " ' r m m ... ting thi d m nd. 

l ut rh n t d, ntri ut th .. n u h" nitu r • rdin • 
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Like man) other countries ir • -\. K 'n:'- a·. intlmion. interest and fore iun cxchan<re 
~ :::> 

risks are quite high du t th ·ir \ ubtik nmurc. Da ta fro m the Central Bank shm~ 

variation<, in inflation of ' " 1 I l' 11 in tlw ~'nrl) 9(>:-,, sing le digit fi gure at the turn of 

t: c i•lif fqn11-.:~ COI11111cncing 2008. These variations are 

n eragc rate of Ksh~.36 to the do ll ar in the 80s whi le the current 

rut · i n ~" ximatel. Kshs.SO to the Dollar. 

The Ken~ an banking sector is emerging from severe financial and rcputational 

damage resulting from corruption (e.g. insider lending) and expansionist monetar) 

policies. \\hi h led to economic recession and se,·ere government debt during the late 

1980s- 1990s. During this period banks stopped lending to the private sector. main!~ 

becau e of an in reasin!.!h high level of non-performing loans. Both a lac! or 

orporar gm ernan and political interferen.: ontributed to this situation (DcCicne 

and \\ 'o d. 2004 . 

ntil D ... ·mb ·r .2007. Ken~. h d maint. in tahilit~ de.( it· hangt: Ill 

it I iti ... I ~.t m and n in ncich rin£ umri .. . 

·mb r:! th t I l th in 1111 nt Pr id nl. \\Ui Ki • !.. i 

,jnn .. r in th nti I tn 

tru ti n n. in th rli r p n 
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specialized and mainstream banh t f L on housing finance provision, which. due 

to budgetary constraints, ann mt't h; tlw rl'!'lp' tivc govcrnmcnt5. 

un11 ' risl·. lh~ most notable and adverse lllFI challenne 
::> 

acerbated by inflation - a major characteristic of a volatile 

en ironment (Mcguire. 198 l ). Challenges experienced by 

internmi nal hou::ing finance institutions include foreign exchange risk. political ri k, 

inflation "hich is directly proportional to interest rates and financing. Regarding 

p litical risk. there seems to be no consensus of its definition and whether its 

m asurement is plausible in the first place. Buckle) (1000). Clarl (1002) and haran 

CWO I) hm·e different 'ie" s on what actual!~ political risk is. but all seem to concur 

on the fa t that it. measurement is compl "· 

Yeag r & enz ( 1989) pro\'id e\ raJ ''a~. in ''hi h For ign ex hangt: ri k an bt: 

mana!! d but of im 're!'lt to not· i th ·ir pli ... abilit~ t the • ri an '11\ ironment thnt 

'. ·hibit " k an und 'dop d finan i in. tituti n . H I ar urn.:n ' 

urr n ~ pti 11 nnd for 11 

t h-. cin ' (I regt n h tl~. 

h \ r th Ill rk in n 

int in tituti n'J fhi lh 

II~ in th 

in 



H- PTFR THREE 

3.1 II MLTIIODOLOGY 

3.1 lutr(,tJu·u ,., 

'l'hi ·htpl' n the' a) in which the research was conducted. It consists of 

u - ections: re~arch design. population of the study, data collection, 

d.uu unai) i . re_earch model and the diagnostic test ofthe data collected. The target 

of the ·rud) is helter Afrique. The study made use of both quantitative and 

qualitati\ e data. 

3.::! Re earcb De ign 

The resear h ''"a onducted through a case stud~ design. The method \\as appropriate 

a: it im oh ed an in-depth understanding of challenges of international housing 

fin::m e institution · in Kenya with a fo us 01 he Iter irique. It al.o enabled the 

r' ·ar-.h ·r to g 'I n in-d pth understanding of h " h Iter Afri JUl' ount •r these.: 

h II ng \\hil · P'r::Jting 111 Ken)a. Th d ... .)ign "a ' luable tor an in-depth 

nt • ·tu nal) 1 • 

Pupulatiou c1 thl • rud) 
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3.4 Data Collection 

The study used both prim ' • n "' ·on l.ll') l.lt:1 and covered a period of 5 years 

(2003-2007) . The e ~ , t mtd tn IK l'l'P'"~~cntativl! enough of changes in 

nm 111. ' I~~~ prim:.ll") data was captured using an 

intl.:rvit;\\ •ll i l mmi 1c red through in-depth face-to-face interviews with 

cmcnt of hcltcr Afrique, selected through purposive sampling 

l ·p ·ndin' n ibil itics. in order to enhance the level of responses. This 

nden to gh e as much information as possible without any form of 

limitati"~n . l ain i sues of focus in the guide were on helter Afrique's financial 

managemenL housing finance in Kenya and the Legal and Regulator) framework. 
~ 

~ 

econdar: data ''as sourced from Shelter Afrique file and Central Bank of Kenya 

\\eb -ite. r le\ant books. journals. and other \\'rit -ups on the suhject done local!). 

Thi~ data \\a ... rucial in id ntifying challenge a ed b) inwrnational housing finance 

in itution:- a \\ell a th effe t of thee onomi environmt!nt on the p ·rformancc of 

pr~.i ct lo n ~ fund:..d b) helt r friquc . B " 1 tnbl f thr..: kind )f data extra tcd 

'I able 1: Secondary data and Infurnwtiun Obtained 

I. 
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The primary data was sour ed u mg purpo. ivc ampling. Senior Management 

Officials in Shelter Afrique " r~ he :-.~'n depending on the nature of their 

in lhl nmp:my. They were selected from Shelter 

Afrique''> three main - I· in an 'l: !, Ad ministration Department, Legal 

l crMrtmcnt. Th<.: respondents had over 1 0 years 

deemed to be knowledgeable regarding the company's activities 

Dt:purtntt;ttl tu•cl 

itions. An intervie\\ guide (Appendix 2) was used to guide the 

im n i " n the rele\ ant questions to ask. Jt also gave the interviewee freedom to 

ddYe deeper into an~ relevant issue that could have been overlooked and thus not 

aptured ''ell in the guide. The respondents were fully cooperative. 

The response in the intervie\\ guide \\ere edited for completeness and consistenc: 

into meaningful categories to enable the data to be analyzed. The data was anal~ zed 

b) looking at the challenges faced b~ helt r Afriqu as an international hou ing 

finan in titutions nnd ho" it manage them. The data r ults w rc tabulated and 

~ollat d d p nding on th issu di. cus fi r eas of omparison and interpretation of 

th finding . 
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3.5.1 Conceptual Model 

External Environment 

• Political cnvironm nt 

• Legal framC\\Ork 

• Market forces 

• 
• 
• LC(JJIOOii 

Internal Environment 
• Manugcml!nt 

• • • •• • • • • • • • • • Sh:u·d10ld!.!rs 

• lntl!mal stukcholdl!r~ 

• Risk laking willingncs~ 

/ 
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The relationship between the variable:." _ expre .. ed as: 

Y = f(x) 

Thi s relationship was depi t • u~in~ the lin~'tlr r~'QJCS. ion equation: 

Y f(x) + a e 

Wh <;rc: Y was th ri. blc and X the independent one 

Th . t rna! en' ironment influences the internal rate of return of the project and it 

n ompa e.:: interes rates and political risl' . The internal environment (management 

deci ion) i intluenced b~ the external environment. 

3.5.:! Analytical Model 

:\ stated ab \e. X - External Environment was the independent variable and y _ 

performan ''as the dependent variable. The functional relationship \\as sho\\ n h~ 

u ing th multiple regression equation whi h rook the form : 

y = b,l - b~ l - b,; + 

\\ h 

Y : J r ~e t lnt mal Rat ofR tum 

In ti n 



3.5.2.1 Measurement of the variable 

Y: 

3.6 

Th 

Projects Interna R t 1 R~turn : The in itial IRR calculated from the 

re uh 

i~ t)ttnt rate being the cost of capital at the 

1 \\:ts xtra ted fl·om a sample housing project, 

n 1. htllntcd showing variations of IRR with respect 

1n epcndcnt variables. It was expected that an inverse 

i n hip muld hold between the !RR and inflation or interest rate 

e. change rates 

Intlation. Interest rates and foreign exchange rates with respect to the 

C Dollar. These were factors that impacted upon the performance of a 

housing project. positive!~ or negative!~ depending on the economic 

em ironment in Kenya. The interest. inflation and exchange rates for 

the period under revie'' \\ er obtained from the Central Bank of Kcrwa 

\\eb ite 

for ignili"'an of indh i u I o ffi ient . ' h -t ~ I " 

r j int of II 



R-tPT • R ~ OUR 

4.0 DATA l A n PRRSRNTATJON OF FINDINGS 

4.1 Introductiou 

'J his c;lwpLt;t ptt: Ill I i .md finding~ of the research. Findings in this chapter 

lwvt· tri ·dIll lull1ll the bjecti c of this study. The first sect ion analyses secondary 

dIll wh il ' lh ~ nd section analyses primary data. 

-'·- umma~ tatistics 

Thi ection illustrates the statistics of inflation, interest rates, exchange rates and 

internal rate of return of a sample housing project in airobi. The objective of the 

housing project selected was to develop fort) five (45) middle class residential 

apartment units for outright sale to the public. The amount of loan borro\\ ed from 

helter Afrique \\aSK hs 70.000.000. The projects calculated initial Internal Rate of 

Return (IRR in ~ear :?003 was 3~.:%. The di ounting rate u d is assumed to be the 

o t of fund for thi pani ular pr~je...t and it varied dept:nding on the movement of 

rnte in m rket. The di Aounted a h flO\\ r ba d on the followino as umption : 

K h . 0 milli n i adv n d 10 th rro" r: th 311 rn a \'ariable int rest r. 1 

m_ n th 1110\ m rat 

int in u n rl) p n p 

nd. II thing th p t run r 

1 



the Kenya Shilling with respe t to the d llnr ' hile the interest rates reflect the 

Kenya 91 day treasury bill rat l R ( mpris~:s Sh~lt~r Afrique's measurement of 

project performance. 'omi . I . lu ~ 1n ddt rmin·uion or IRR arc used. This was 

uld be ad Jed or deductt:d to the initial rate of 16.5% 

di counting rates, the assumption being that the cash 

n~l\' ,, ·r th ri are held constant. 

Tab!~ 3: , ummary of tati tics 

YI!Jr Quarter I IRR (%) I T. bills interest rates(%) Inflation(%) Exchange rate 

"' 003 I 01 I 34.498 I 7.466 5.600 76.997 

I 02 I 34.-08 I 5.032 13.000 73.926 

I 03 I 35.024 I 1.183 9.400 76.842 

I 04 35.341 I 1.273 I 1.200 76.979 

2004 I 01 25.345 I 1.550 IIAOO 76.895 

I 02 24.407 I 2.328 I !2.200 79.373 

I 03 I 22.287 I 2.241 9.900 80.401 

I 04 21.382 I 5.6g5 12.900 79.953 

:oo.: QI I 20.665 I 8.492 12.200 75.813 

02 20.57.: I 8.614 8.500 76.622 

I 03 20.486 8.606 7.500 75.273 

I 04 20.397 I 8.034 13.000 73.486 

2006 Ql 21.292 7.954 11.300 72.351 

02 20.843 6.875 14.400 72.436 

03 21.472 6.101 15.800 i2.973 

04 20.754 6.322 16.500 10.455 

2007 Ql 21.292 6.180 10.200 69.684 

02 21.023 6.649 8.600 67.279 

I 03 20.131 7.055 8.400 67.156 

04 21~924 7.312 12.000 64.738 



Table 4: Descriptive Statistics 

~tc n Std. Deviation N 

IRR \1.0720 5.637773 20 

T. bills interest rat .7476 2.583756 20 

In llatiorl 11.2000 2.75700 I 20 

J •:~.; hun ~1.' I II' 73.9815 4.394053 20 

From th~ table 3 a \e' e note that the performance of the projects started on a high 

not~ in 2003 etore spiraling down in 2004 and 2005. In 2006 there was a minor 

in ·r ment \\hich continued improving until in 2007 where the IRR was 21.92% in the 

last quarter. It -hould be noted however, an initial IRR was used and the analysis is 

Jctualh being ·arried out using historical records just to show how channes in the 
. -

I o 

economic em ironment affect a housing projects performance. I r all things arc held 

·onstanr and \\e keep on \ar~ ing interest rates over a lht: )ear period. thi · would be 

the result. 

n the ther hand the tr ur) bill i111 r t rnt~: rdathely high n tc 'lt 

lump d the r t of th \ _Q 4. t\ 

m "h ll ak 

it m int in n lm 

In a n it lu in th t I r 



where we h~ve an average. of 24.07° o f r IRR, • .75% for interest rates, 11.2% for 

inflation and 73 .98 fore: hang . IR . nd Exchange rates recorded the highest 

I n ill .lnd inllation dcvialions recorded almost 

... J 'tutd lh 111 I '' 

I hi· · ·ti '11 illu trnte the correlation tests between IRR as the dependent variable 

.md intc1 t rote . int ation and exchange rates as the independent variables. fhe 

rc~ult. arc illu:trated in the £able below. 

Table 5: Correlation Te t 

IRR , T. bills interest Inflation E:-.:changl! ratt.! 
I 

I 
rates 

IRR I 1.ooo 1 -.554 -.230 .337 

T. bills intere::.t rates , J -.5541 1.000 -.079 -A "7( ) 

lntlation I -.230 1 -.079 1.000 -.OSS 

Ex hang tc I .3371 -A- ( ) -.0 '8 1.000 

" that "hile th r i a ignili unt rclati 11 hip b me ·n ,Ill the 

. th ) 11 

nd int i11t 

thi th IRJ ith th 

n 

n 



though to a lesser magnitude \\'hen intlntion increases performance of Shelter 

Afrique funded housing proj t d line. lm~.:rl!st ratt.:S have a weak (0.079) negative 

relationship with inflation n . ti ~ ( 0.·1"7) relationship with exchange rates. 

r.11~: .tnd in flation is -0.088. 

as carried out to confirm th~ correlation test carried out. The 

r 'suit · u , illu_truted in the table below: 

Table 6: Te t of igoificance 

~I 
IRR T. bills interest lntlation Exchange rate 

rates 

IRR .156 .,--,_)) .309 
! 

I 

T. bi lis interest rates I .156 .454 .15 1 

1nthtion I 
1--
,_)) .454 .484 

E:-.: hange rate I .3091 .1 "I .484 

Gi,en tha!th lo,,er the v, luc..: of igniti ll\: ·the.: tronger the.: relation hip. \\C an cc 

th t IRR h. the..: trong r I tion hip ,., ith first inter· t rntc then inlhti n nd 

fin 1\ n that the I \el t 0.5 \C 11 

th ri bit: re II i nifi Ill Ill 

th ri u p t und n n b) h lll.:r friqu . 

mn ir tl I 



Table 7: Model Summary 

I R Std Er r ::lf 

Model R quare th thn. ll hange Statistics 
t- I~ ~ 

R 

Square r Sig. F 
j 

I Change Change dfl df2 Change 

uv~:ndl l?Z.i {U) JS5 4.8 I 6360948 I .385 3.344 3 16 .046 

llll\:l" ' l 

ral ·..: . .436 2.115024 708 .436 4. 1 18 3 16 .024 

lnt1utton ' -. .J.) .12- 2.81 0151961 .125 I .763 3 16 .53 1 

Ex ·hange 
T I 

16 ! .-t7S .229 4.20531 1540 .229 I 1.58 1 3 1 .233 
rare -

a Predi ·tors: Constant). Exchange rate, lntlatton, T. bills Interest rates 

The coefticienr of determination which is given by R squared gives, a ligure of 0.385 

for the ''hole regression test. This means that 38.5% of the change in the project 

performan e (measured by IRR) is determined by the combination of interest rate , 

intbtion and •:-.:change rate·. lndividuall_ the following equation can be' ritkn dO\ 11 • 

\ here lr i int re t rat 

I i infl ti n n 

L, i 

lh 1 ni 1 nt nlim1 th t II R i m th n 



4.6 Analysis of Variance 

Analysis of variance (A 0 ) i m thod ol'kstitP the null hypothesis that several 

group means are equal in th · pul. 11 n, I c~ mparillg the sample variance estimated 

from the groitp mean t 1h.\l • 1im. ted within the groups. ror this case the results are 

illu tratcd bckm: 

Tabl' b: ~ \ 

I 
-urn of df Mean Square F 

quares 

Regre ·ion I :.3_. -t8 I 3 77.583 3.344 

Residual I 3 1.1 - 16 23.197 

Total I 

6o3.9o - I 19 

a Predi ·tors: ·Constant). Exchange rate, lntlatton , T. btlls tnte rest rates 

b Dependent Variable: IRR 

Sig. 

.046(a) 

he On·-\\ a~ A 0 A proc ·durc produces a one-\\:.1) :lnal~ i or ariancc for a 

qu ntitatiH! dependent \ariable b~ a ingle f::tctor indep~ndent) variable. Analy i::. of 

rian i ll d to h.: t the h. p the i that t:\cral tnt: 11 'lft: equal. r hi technique is 

I h" F k t ·md the ignili nn\.: tc t h " that 

th t \c n JRR. nd int r t rat . inllnti n nd • h nge rnt 

.i 

th rth r II th t 

l li II 



Table 8: Coefficients 

Unstandardized Standardi t ~i . 95<% Conlidcncc Interval Correlations 

Coefficients ze u- lor 13 

.: tli 

13 Std. U~;l . Lower Upper Zero- Parti Part 

0 l r o 13ound Bound order al 
I 

(('onswulJ J 1, 1 ()) ~.Hi% J .3 J 3 .208 - 1271.950 1364.3 77 

1' . bill • - -33.252 30.237 -.573 -.5 l7 -.446 

i n t~o:rc l r Ill' 
· 1. 1'> I ~ -.546 -2.453 .026 

lnl1 tlion •. ..:.!- ,J 06 -.268 -1.348 .196 -3 1.11 7 28.862 -.395 -.43 1 -.353 

l ' ,chan~:o: - 16.080 16.058 .305 -.009 -.007 
' .:: 6 .064 .287 .778 -t'i.lle 

\ I ,1 D~p~nd~nr \ anable. IRR 

Th~ Paired- amples T Test procedure compares the means of two variables lor a 

·ingle group. It computes the differences between values or the two variab les lor each 

case and tests whether the average differs from 0. This means rhat the t statistic 

measure not onl~ the nature of the relationship but also the trength of the 

relation hip. In this ca.e we see a stronger relationship bet\ cen IRR and interest rate · 

at -2.-l- 3. Thi ·· relationship though negative surpas e that bet\\ ccn IRR and in11ation t 

-1.34 nd mu h IO\\ er on I! bl!t 'een I RR nd 1! . han~c rates at 0.:!87. 



4.8 Interview Guide Respon es 

this section analyses chall nge f b. lHFfs in Africa, specifically in Kenya 

obtained using primary dat. . h mpk mt nt!'l th' s condary data. Primary data was 

co llected through tht< u e n iru ' rvi w guide. ThG fo llowing results were obtained: 

' 4.8.1 ln ll.ah 111 u I lnt <..t I ate 

In y ·,u· 210 I. ~helter, frique issued a medium te rm note on Kenya's capital markets. 

ln,e-:t:Jr.:; m~re eing paid at a floating rate of the 91 day TB ill + I. As dep icted in 

f,1ble 3 ub"~\e. in the last 2 quarters of year 2003 the TB il l rate had lows of 1.2% 

d \\n from 7A0 ~ at the beginning of the same year. This resulted in the bond investors 

becoming jitter; because they were not getting good returns for their investment. 

\lo ·t tinancial institutions including Shelter Afrique were using the 91 fBill as u 
I 

ben hmark for pricing. A subsequent issue of a second medium term note in Ken) a's 

·apital markets resulted in the increase of returns for investors who insisted on fixed 

pri ing. Ho\\e\er. it \\US e\entually agreed that tl1l:ir return would till bt.! lloating on 

the 1 Bill bm "ith an additional 25 basis points. During thi period. us can bl.! gb:n~.:tl 

r m bl . th · I i.l) Bill rttc \\ rei lh 

o lumped d "n to a lo" 't 6. I% in ~ ar -OOo "HH.J tan~.:d rc •ainin • in ) ~.:nr 

7. 0 • 

int r m c J n pri in • m r 

.. h I n 

nt ch 1rl tr m I. I 



This was not possible. As a result, thi imp ted negative ly on the volume of business 

since the Company maintained it pri in.:'. 

The vo lati le mov~1r1 nt lh I t I ~·nya Tl3ill rate prompted the Kenya 

Gov~;nut t~ltt to \:OUt u cntral Bank Rate in 2006 as the new benchmark for 

intl:ll' t r tl · • loan pricing has however not changed and is still 

pL'!.!l?XU l th \l I d<I. TBill as one of the components in its base rate. Thus, the 

1:\.P 1 ·ur to t--. n~ a· e onomic volatile environment as regards interest ra tes still 

To manage the interest rate risk, the organization is faced with the challenge of 

limited Je\elopmenr of derivatives in the Kenyan market. For example interest rate 

' 
'\\aps are not attra ti\e because local tinancial institutions take a calculated or short 

term vie'' as a result of lack of degree of certainty in the market to assist pricing of 

·uch. lntere t ''ap~ are on!~ a\ailable from 6 month to I ~car pt:riod . on idering 

the n ture of hdter Afrique· bu in\: of lending for lonca dumtion . the' an: not a - . 

uit ble pti n. 

m I n m K n. hill in l hilc il rc rtirt" Ill 

ri 

[ II r 



during this period. However, to manage this risk, the mpany relied on matching the 

Kenya Shilling assets to the li bihtk C th~; s. m' currency. This is referred to as 

on-lend to it K 11 au I nt h rc Ill 1 d for the local currency. 

nt.mug mt:nt i · r minimum of 5 years owing to the nature of its operat ions while 

I (<11 tinandul in-titutions can only offer I year currency swaps. 

4.8.3 Financing of Operations 

Financin6 or borrowing for the company posed challenges due to the following 
I 

rea ons: First!~. borrowing offshore had the limitation brought about as a result or 

currency preference. For c:-.:ample. the compan) cannot raise the Kenya 'hilli ng in 

Europe r A apital mark ts. For L Dollar - for Ken) an client \\ ho borrow in 

thi urr n ) - the organization borrO\\Cd from \\'...: tern financial in titution . u cd 

it har h ld r apital "hi h en minatt:d in l ~ IIO\\c.:\er, the 

or niznti hall n o not havin a "re o niz I" intc.:rnati nal 

niz d h Iter \friqu urr ntl. ha at " II 

n mp n. uth 

in 

pi in u h 



Secondly, so far Shelter Afrique has done two m dium term note issues which were 

priced as follows: 

200 I: Kenya 91 day TB + I (t1 !ltin ' 

2005: Kenya 91 day TB ) 

. ·d i 11 lh e ub cction on interest rates, the second medium term note 

j-; ll '• I l' \\ ·tit.htl hi 'her due to the vo latile Treasury Bill rate that was still a - . 
bt>m:hm.1rl..:. In order o attract investors to take up the bond the company had to add a 

"pr mium" of 25° . In tact. the clients were req uesting fo r a 9% lixed rn te us u result 

or th~ ~ tluctuations. 

-t.SA Political Ri · k 

;\lajor factors -onsidered b: helter Afrique under political risk included war. 

'ioknc~. re rri rions of movem~nt of foreign exchange and government ··volatilitv:· 

fh~ l:Ompan: LJ!)~d ·rs O\\n ·ubjecti\e assessmenr to catc:gorize political ri k in the: 

l:Ountri ''here it operated. I he: ategorie rang ·d from km. m«.!dium and high. Atkr 

mcnt . the m:magement of the om pan) de ided "h«.!th«.!r to im ~.:st in a 

p rti ul r ountry or n t. Me ium r high rnting require r 

rrO\\ r.lfth r \\ere rc tri 

Pnt n untr) th t 

11 h Durin th n un r ' p liti I 



4.8.5 Regulatory and Legislative Framework 

Regarding Kenya's Regulatory and legi:sl. tion framework, the only shortcoming 

during the period under re\ i " " th~ 1111..:111 'rncy in lands orfice whereby it takes 

too long to regi ttr leg~ll nwnt . I uring the period under review, Government 

k:gi latk>t1 uch 1 utting of trees from forests, though pos itive, led to 

1t til1ber \ hich is a raw material of construction. This resulted to 

hi ·ln:r · 1 ' l-' th n anticipated thus enhancing the credi t ri sk. Land titling on the other 

hand It-IS t~~n ~ d ·ince helter Afrique's commencement of operat ions in Ke nya in 

th~ ~Jrl) '0 -_ 

In Jddition the legislative and regulatory framework as regard foreclo ures 1n the 

Kenyan en\ ironment has been satisfactory. Over the period of its operations he Iter 

\ frique has had 2 successful foreclosures in Kenya. 



HAPT ~ R FlVR 

5.0 SUMMARY O F ll .s I n : RPRgTATION, CONCLUSIONS 

\ ll l I. OMM EN DATIONS 

. l lntrvdu ·ti n 

Fn~11 1 th · anal) ~L and data collected the forego ing di scuss ions, conclusions and 

recommendJ.ti n- \\ere made based on the objec ti ves of the study. 

5.- ummar.y of Findings 

The objecti \ es of the stud] were to find out the chal lenges faced by he lter Afrique as 

:.m international housing finance institution as well as the relati0f1ship of housing 

project performance with interest rates. inflation and foreign exchange risk. The 

'hallenges experienced b: he Iter Afrique included volatile interest rates that resulted 

in difti ult~ of not only pricing loans for its clientck but came a a challenge 

regarding im \.: tor return to their ill\ c tmcnt attcr taking he Iter A fri(.jlll.! bond . 

Ho'' ' r. it I int rt: ting to note that the relation hip bet\\ccn intae t rntt.: and 

intlati n ''a ound t b lightl. neg th l -0.07 ). 1 hi not "ith the 

\I \\ II bit t. nd lnik th t the ' ri bilit . 
in li n f'\ nth lh l ntribut 

l th m r. the fin in in Ill ith lnik 



of 5 years. Despite the existence of deriv ti es in the Kenyan market to manage 

i'nterest rate and exchange rate ris · , it ":-~s found that they are not attractive due to 

litnituti Jll ul un ' Ia ht. of local rating agcncic~, "mi strust" by western investors 

ul' ljif h unkn ," rn in~ agencies in Africa. Weak African cu rrenc ies also pose as a 

dmll~nge ..:in ·e the~ can only be obtained in a local market as opposed having a 

, ariet~ of~ untries to choose from as is the case for the major currencies . 

. -\nother notable ·hallenge' as the Kenya 91 day TBill being used as a benchmark lor 

pricing of loans as \veil as investor returns for issued bonds. Due to its volatility it 

becomes a difficult benchmark to base decisions on. This is in agreeml!nt with 

Gottschalk (_003) vie'' that in most de, eloping countries. thl! capital markds are 

more , ulner:1ble to ·hock::. und manipulative actions. red it risk i onl! of the biggest 

that fa ' hou ing linance in titution::;. [hi ri k i C\Cil 1!:\Ul:Crbatcd in 

un t. bl onomi en\ ironment . T'he tu ) rc,eal the difli uhic in pricing of loan 

hang in th con mt nvir nnh.:nt ~.:\ ~.=n f r in , th~.= K n) n 

m up ith r 'Uiat d ntrnl B nk R t Ill 

m nt ith Ou kl p liti .,, 

n. r n u 

1\ 

Ill uit 

nt 1 r ml 



Providing housing finance in a deye) ping untr such as Kenya was also found to 

be a challenge owing to Gov rnment le•'bl. tion and ' tructun.:s in place in terms of 

urban planning and man, 

agree with Sa 1du' 

tructutc · i11pl1 th 1t" ul 

mpowcrment of the citizens. This 

.1u.:rd1)1 i (2005) who observed the need to have 

mote housing provision and linancing thereof. 

\ • 111 int 'ttmti n I h u ing finance institution, Shelter Afrique also faced the 

-h.dh:ng~ ul..: of rei_ ing on third parties for information on credit worthiness or its 

·li~nt k ·ince it is not a deposit taking institution. Closing or forests by the 

g ,~rnment. though a positive measure, limited the supply or timber leading to 

inaea -ed co·ts and thus enhanced credit risk. In addi ti on, the rather slow registeri ng 

f tirk pro ess with the relevant authorities also poses as a challenge to its 

uperations. This is because a client can only rcpa) helter Afrique once he receives 

pa~ ments from hou~e bu~ ers. Ho\\C\ er. before this b doni!, mortl!agl! tinancing 

in titution require the tit It! to tht! proptrty \\hi h has lir t to bt.: rcgi tcrt.:d at the 

L nd :-.otini tr •. In thi ca . redit ri k i enhanced bee, u 1.! hclt~.:r \friqul.! lient 

nnot p • ba k ''hat th • 0\\C nd o the intcn: t 

ru . 

h u in b .. th 

\\cl) IIH..I pennlt) I a)t1h:nt 

m n}. it und th t 

f I tum IRR f ' 

r IRR n infl ti n 



While carrying out regression tests it ' fi und ut that 38.5% of the change in the 

projects performance (measur d b. IRR) \: , s d ~ t ~rm incd by the combination of 

interest rates, inflation and h. n c 1. '' s. his was l'urther supported by t test and F 

test. 

,j • lll ·lu I lU 

tm ·mni 111al h 1u in._ finance institutions in developing countries such as Kenya face 

1 numb r 1f ~ha!len_es in their operations which stem from the "'unstable" or volatile 

'COn mtc o;!O\ ironment and the complexities that come with it. country ri sk refers to 

,111 J ·p~!'t of a country's economic, financial, socia l and political organization as well 

JS its geogr::~phic location and strategic importance (Clark, 2002). This in turn affects 

intere t rare-. foreign exchange movements and in llation that have direct impact not 

on I~ on an international housing tinance institution but also the performance of it · 

-lienrele housing projects. The levels and variability of inllation are the most readily 

ob ened intluen eon the ri:.k element that contribute to the market rate of interc ·t. 

Hm ., r. thi d e:, not nc c arilv hold true in all in tancc a rc\calcd bv thi ~tudv. . . . 

ng' ri k ari c mainly bccau. • difll.:rcnt nati 11!) u c dill\:rcnt cum.:n ic 

th t h n ti n rn 111 ttin • it n, ti n I int ·r • t rate 'llld 

. Thu • inll ti n rotc 

untri hi h. impli th t th iII n t t ) fi . d r 

tim. 

m n i I in tit ti in 

n 



int ~.: t t:s l 1 tlt: : pr ' 

fi n 1111.:i d in trUI 

lrom changes in the value or the portfolios of 

re ult of market dealing and position taking activities in 

int ·r · tr H, . f re . equit. and commodity markets; liquidity risk the !irms inability 

t) llll.:d it li~ation \\hen they are due; compliance ri sk - non conformance with 

l:.m :. ruk . re~ul::nions. prescribed or ethical standards and strategic risks risks as a 

re ·ult of ad\ erse business decisions or im proper implementati on or those decisions; 

reputJtion risks- negative public opinion as a result of litigation issues, financia l loss, 

or damage to reputation. The biggest challenge of an intcrnaLional housing financing 

·ompo.ny is to learn ho" to manage these risks. 

:A Limitation of the tudy 

C re mu t • tak ·n to generalize the re ult ol thi tudy a thae \\~o:re . omc 

t. thi tud) ". IUU) , nd thl:rcf rl: a p. iti omp. ny "a 

u pig'' ar h. In thi rep t th ch llcnge fi cd b) heltl:r 

n ril) reprc nt ti c 0 II nat h u Jn<l lin n c 

in tituti n in u in 

nti min• 

min 

ri un r n m n Ul n t 



5.5 Recommendation 

To the Managers and 0 " n r~ inh:rn:\t ionnl housing tina nee institutions 

It is recommended that n~ 11 1 I "i hin' to ~arry out its business in Africa should 

con'>idtr re pective untr 11 ·' • by cas~.: basis and should not generali se on 

t African countries experience vo latile macroeconomic 

n t render themselves to easy generalizations or necessari ly 

t It)\\ fund un nt I . It ould therefore be in order fo r any ll! Fl to take time to carry 

1ut ctul! dili:::em:e on the target country risk first, exp lore the various options or 

man:.1ging <1ll country risk factors and constantly monitor the macroeconomic 

1!11\ ir nment. "'me . f the management techniques such as interest rate or foreign 

I!X'h:mge S\\ap· Jre not ~et developed in the African market implying that traditional 

method· su·h ;15 balance ::.heet hedging would be appropriate. An lHFl should also 

' 
I!Xplorc its options of tinancing activities before doing businl!ss in A. tudy any 

re::.trictions on borro'' ing and the level of devdopml!nt of the capital markl!ts in the 

ount~. Do the~ uit thl! linn needs'? 

5. Further -.tudy 

fhe ur nt re u d on on compan) only. h h~r 

p rati n in th fri n 

ul ir in rf) in Ul Ul'\ db~ h u in 

in tituti n in I. h ·th r I r int rn 
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... pp ntli l: lntrotlu •to1·y Letter 

Date: .............. ... ,,,,,,,,, .... ,, 

SIH.;lt\.:r A fHqu · 

PO n) II 

\II' 181 

~.1r r~sp nJent. 

RE : CASE Tl-"DY OF HELTER AFRIQUE 
1 ;.un current!~ pursuing a degree of Master of Business Administration at the 

Lni\er·it: of . airobi. As part of the requirement for completion of this course, a 

student is required to conduct a research study. My research question is as follows: 

\\hat are the challenges faced by [international] housing finance inst,itutions operating 

m airobi? The study seeks to answer this question. The research design is a case 

study of helter Afrique. an international housing tinance institution headquartered in 

, airobi with operation. in . .Q frican countries. 

In \ ie'' of the n.:"ponsibilitit!" and experien e held in this com pan:. you ha'c been 

cl td ne of the rc pondcnt to thi interview guide. 'I he inlorm:llion collected 

''ill tri tl) be u ed for a dt:mi purp e nd ' ill be trc:llt:d in trict conlidt:nt:t:. \ 
· p) of th re c. r h proj ilablc to y u n rt!qul!st. 

n tit) the 

liz th L ' li) 

r -m il: I 

•II hi hi 



pp ndi - ~ 1 RVIRW UIDE 

The following are is ue 

through put po i v 

d<. d by 1 h<.: rl!spondents who have been selected 

Th~ folio\\ ing are issues o be tac ·led by the respondents who have been se lected through 

purposi\ e sampling: 

:\lanagement decision /reaction to Kenya 's Economic Environment 

A) Director of Finance 

' Focu question : International Housing Finance Challenges & their 1anagement 

l ) Interest rate . inflation rate & foreion C\Chanoe 

i. c:tdemic rheor_ states that volatile and unpredictable environments increases a 
count!) ·s intlation ,.,hich in tum affect interest rates and e:-.change rate::.. in your 
\ ie'' O\er the past live ~ears (~003-~00 ) how ha-ve the e factors all\:c~~.:d helter 
\ fri ue? If n~gati\ el). ,., hat was management" respon e'? 

11. Con id ring the organization reponin • curr ncy i · in Dollar • how d ~ 

iii. 

h ·It r A friquc me ure. forecast and manage the lbrei "11 ,;, h. n "C ri k in the.: 
K n) n mark t? 

In th p t li 
' n) n m rk 

II 

en nh n in th 



iv. Do you borrow otTsh re? If es, nre there particular constraints in 
borrowing locally " mp:1red to borrowing offshore? 

3) Housing Finan e 

i. I low do th~.: following risks? 

n tllvity to changes in interest rates 
I 

rt • chan c in the value of the portfolios of linancial instruments 
ult of market dealing and position taking activities in interest raes, 

I re · equity or commodity markets 

. Li uidit_ ris :firms inability to meet its obligations when they are due 

d. Credit risk: likelihood that a borrower would be unable to meet 
repa~ment obligation 

4) Other 

B. 

1. In its shareholding, Shelter Afrique has 42 member countries with other 3 
institutions. oes Shelter Afrique manage its e:\posure to the various currencies in 
countries \\here : t lends? If so. how? 

11. In the past 5 years (2003 - 2007) are there Government policicsrregulmion:s that 
''ere implemented that had major negative linancial implications to the 
institutions 

Ill. 

curren~.:y 

. elter frique consider before accepting to lend in a local 
· .. e "-enya hilling? 

". om' of th major fa tors that n international hou ing fin m e 
in tituti n ~ i hing to im est in K ·n) a houl be on mt:d ' ith . 

l>ir t lli 11 

i. 

II. it t m ntl,.' 



v. What are the major hallenge t~ ed b) nn international housing finance 
institution that are not fa b) 1L crll housing finance institutions as regards 
housing finance pro' i i 

vi. r in.' :\1 Sh ll~r Afrique, how is the legal and regulatory 
, 1 ~~~~ h ''~land supply, titling etc in Kenya? 

vii. or opt111g to borrow in US Dollars as opposed to 
the exchange risk exposure? 

,·iii how many intl.!rnational housing finance institutions offer 
m Kenya? 

T\.'um L adcr LC£al Department 

Focu : Poli ical and Legal Framework 

t. HO\\ has Kenya fared in its political climate specifically for those issues that 
\\Ould atTect Shelter Afrique's business between )ears 2003 - 2007 

11. Does -he her Afrique analyselmeasure political risk'? 1 f so, how'? 
I 

iii. If the response to (ii) above is in the aftirmative, how is the measure obtained 
u-ed b~ the \1anagement of the company'? 

iv. s a result of the current post election kirmishes. has there been changes in 
Ken~a·s classitication in terms of political risk 

"· n. a· leg I frame\\Ork b ~.:n bd\\e n )ear :2003- _oo; pcrtainin • to 
that afti t hclter friquc· bu inc ? 

in the K n) n le I frame\\ rk u in 

iii. 

I • 



.-\J)J)llltliX 3 

Sllt<,L f t Pl H 1 AN 1~ UN OED PRO.JECTS 

1~ AI 2003 - 2005) 

APPROVAL 
DATE LOAN IN US~ 

01-Sep-04 500,000.00 

01-Sep-04 500,000.00 

01-Jun-05 542,857.00 
' ,_.c• eru d 14-Jun-05 921,053.00 

5 .:ore 01-Aug-05 542,857.00 
v Amend 01-Feb-06 500,000.00 
I =>eers 01-Feb-06 500,000.00 
8 Cle.-I"Y"'or· 30-May-06 500,000.00 
9 Cor.summa e 01-Dec-04 571,429.00 
0 Cor ers one 01-Apr-05 500,000.00 

11 Lynmarie 01-Jun-05 50 ,000.00 
12 Lang'a a House 14-Jun-05 915,033.00 
13 Bamboo 14-Jun-05 1 ,973,684.00 
14 a e iron 05-Dec-05 1,714,286.00 
15 Oa park 02-0ct-06 500,000.00 
16 Home plus 20- ov-06 780,822.00 
17 Pia i um 24-Aug-05 500,000.00 
18 Sash 01-Jul-02 314,286.00 
18 'en on 21- ar-05 1,000.000.00 
19 mo oh 02- oy-05 500.000.00 
20 05-Dec-05 939.597.00 
21 26- r-07 1.1 1 ,286.00 
2 01-0c -07 2.500.000.00 
3 03-D c-07 2.018 000.00 

2 - -03 550,00000 
01 5000000 
01 00000 

00000 



\ No.I 
l APPRQVAL I ' 

'LOAN IN US$ DATE· · - -
32 01 r b-os 500,000.00 
33 07-reb-05 500,000.00 

01-Mar-05 300,000.00 
~ 14-Mar-05 500,000.00 
1 hte 01-Jun-05 350,000.00 

Olo c 14-Jun-05 1,250,000.00 
~a Gre ile 20-Mar-06 1.750,000.00 

e•rc 28-Sep-06 788.732.00 
0 Cc s 02-0ct-06 300,000.00 

J. i Bellcooe 19-Jan-07 500,000.00 
..12 icjemba 26-Mar-07 1 ,650,000.00 



Appendix 4: h It r Afrique Current Shareholding (paid up) as 
at December 31 2007 

COUNT Y /INSTITUTION 

4 Burkina Faso 
5 Burundi 
6 Cameroon 
7 Cape Verde 
8 Central Afr. Rep 
9 Chad 

%AGE 

Shares 

Alloted 

8.03% ----------, 
0.79% 
2.17% 
2.26% 
0.78% 
4.27% 
0.04% 
0.41% 

1--:-=+::::----------- - -------
10 Congo 

0.19% 
1 34% 
1.55% 
0.78% 
3.32% 
0.78% 
1 06% 
0 06% 
0 04% 

11 Democratic Republic of Congo 
12 Djibouti 
13 Gabon 
14 Gambia 
15 Guinea 
16 Gu1nea Bissau 
17 Guinea Equatonal 
18 Kenya 
19 Lesotho 
20 L1beria 

_1_:!. Madagascar 
22 Malawi 
23 Mali 

--------

Pnnc1pe 

15 02% 
1 29% 
0 ~80% 
0.78% 


