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FOREWORD

he Financial Stability Report (FSR) strengthen financial stability in the future.
of the West African Monetary TZone (WAMZ) is a bi-annual This report was coordinated by the West 

publication of the College of Supervisors African Monetary Institute (WAMI) under 
of the WAMZ (CSWAMZ). It reviews the the general direction of Mr. J.H Tei 
performance of financial institutions in the Kitcher, Acting Director General. The 
zone in order to identify the key risks substantive work and overall analysis and 
facing the financial system and proffers report production was directed by E.N 
recommendations to mitigate such risks Egbuna (Director), and assisted by E.A 
and strengthen stability. The Report also Onwioduokit (Deputy Director), K. 
h i g h l i g h t s  t h e  l i n k  b e t w e e n  Mansaray, M.D. Umo and A. Adenekan, 
macroeconomic stability and financial (Senior Economists) of the Financial 
stability in the zone. Integration Department. The Banking 

Supervision Departments of the Central 
The current Report which covers the Banks of the WAMZ provided the 
period January – June, 2012 indicates that consolidated financial sector data and 
the overall financial soundness of the indiv idual  country reports.  The 
banking industry in the zone improved publication was subjected to review by 
significantly. This is against the backdrop WAMI's Operations Committee. It also 
o f  h e i g h t e n e d  g l o b a l  f i n a n c i a l  bene f i ted  f rom comments  and  
vulnerabilities and sluggish economic suggestions by two external reviewers 
growth in advanced and emerging and Central Banks of the WAMZ. 
economies. Banks remained very liquid  
and their capital adequacy ratios The report is structured into six chapters. 
exceeded the minimum requirements in Following the summary, Chapter 1 
a l l  member  countr ies .  Prudent  r e v i e w s  g l o b a l  a n d  d o m e s t i c  
macroeconomic policies, robust real m a c r o e c o n o m i c  a n d  f i n a n c i a l  
GDP growth and enhanced regulatory developments in order to assess their 
and supervisory environment continued impact on financial stability in the Zone, 
to support the expansion in banking while Chapter 2 discusses the evolution of 
activities and strengthen financial stability the financial markets in the Zone. Chapter 
across the Zone. It is expected that the 3 analyses the general condition of the 
regulatory and supervisory environment banking system in the WAMZ with 
would further improve as member regards to the macro prudential outlook 
countries to adopt and the behavior of the main accounts 
international financial standards (RBS, (assets and liabilities), followed by an 
Basel II & III and IFRS) that would assessment of the financial soundness and 

intensify efforts 

vii



loss absorption capacity of banks. 
Chapter 4 discusses developments in 
non-bank financial institutions while 
Chapter 5 explains developments in 
financial system infrastructure. Chapter 6 
concludes the Report with an overall 
assessment of the financial stability in the 
Zone. 

It is my hope that the report will provide 
u s e f u l  i n f o r m a t i o n  a n d  p o l i c y  
recommendations to Governors of 
central banks, other policy makers and 
regulators of the financial sector in 
member countries. 

Your feedback on this Report will be 
highly appreciated. Please send your 
comments  and  sugges t ions  to :    
info@wami-imao.org.

Mussah Kamara
Chairman, CSWAMZ,
Director, Financial Regulation and 
Supervision, Central Bank of Liberia,
December 2012
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SUMMARY
lobal economic growth slumped external reserves and the months of 
in the first half 2012 on account of imports cover by the reserves of WAMZ Gthe sovereign debt crisis in the countries increased during the review 

euro zone, weaknesses in financial period. 
markets across Europe and the sluggish 
output growth in the United States (US) Financial markets in the WAMZ remained 
and emerging economies. Overall growth relatively buoyant during the review 
remained strong in emerging economies, period, despite heightened vulnerabilities 
although, it was constrained by investor in the global financial system, as 
risk aversion, rise in growth uncertainty, confidence in financial markets waned due 
weak exports and reduction in domestic to the lingering sovereign debt crisis in the 
demand. Economic growth in sub- euro area, and concerns about the US 
Saharan Africa (SSA) improved, though debt ceiling and fiscal cliff. The 
moderately, due to increases in domestic performance of the different market 
demand arising from higher public segments in the WAMZ was however 
spending, especially on infrastructure. mixed. In the money market, total 
Output growth was also robust in the interbank transactions declined owing to 
WAMZ, averaging 7.3 percent during the increases in interbank rates. Total 
review period. Global inflationary transactions and outstanding stock of 
pressure is expected to continue to ease treasury securities increased alongside 
considerably due mainly to the loss of the yield on the 91 day bills. This was 
dynamism in real activity in advanced indicative of an increase in government 
economies and the overall stability food borrowing requirements across the zone. 
and energy prices. Inflation also eased However, the stock of outstanding 
across the WAMZ due largely to corporate bonds fell by as much as 83 
monetary tightening measures. Overall percent on account of the dominance of 
fiscal deficit in the zone also contracted on government bonds and the escalation of 
account of expenditure rationalization borrowing costs. Performance on the 
and improvement in domestic revenue capital market was robust, as market 
mobilization across member countries. capitalization and turnover soared. This 
Major world currencies generally was  main ly  on account  of  the 
depreciated against the US dollar on implementation of recent reforms in 
account of growing risk aversion that was Nigeria, especially those bordering on 
prompted by the intensification of the c o r p o r a t e  g o v e r n a n c e ,  m a r k e t  
euro crisis. The depreciation of WAMZ segmentation, share buyback and the 
currencies was, however, contained by introduction of exchange traded funds 
the policy measures adopted by member (ETFs). Stock market activities however, 
central banks. In addition, aggregate gross generally declined in Ghana owing to 



x

liquidity constraints, as the bulk of the percent, from US$ 17.8 billion in 
shares of majority of the listed companies December 2011 to US$ 16.6 billion, due 
are held by parent companies overseas mainly, to the high losses recorded by 
and the Social Security and National some banks. Other factors included 
Insurance Trust (SSNIT) that barely mergers and acquisitions of some banks in 
traded. Ghana and Nigeria as well as the 

reduction in bank reserves following the 
The expansion of the bank balance sheets payments of dividend by some banks. 
continued to be boosted by robust 
economic growth and favourable Asset quality of banks measured by the 
m a c r o e c o n o m i c  p o l i c i e s .  T h e  ratio of non-performing loans (NPLs) 
improvement in the regulatory and generally remained high, at 11.7 percent 
supervisory policies of Member States in the review period. The continued 
enhanced the increase in banking prevalence of high NPLs in some member 
activities. Assets and liabilities of the countries stresses the need for regulatory 
banking industry grew by 9.4 percent and authorities to keep on strengthening 
9.6 percent, respectively, during the prudential measures that are aimed at 
period under review. The positive growth improving the soundness of the asset 
in assets was driven by increases in loans portfolios. Asset quality nonetheless 
and advances, while the growth in improved significantly in Nigeria and 
liabilities was, mainly due to increases in moderately in Ghana, Liberia and Sierra 
“Other Liabilities”. In addition, bank Leone due to improvements in credit 
credit expanded by 3.2 percent during the administration and risk management. 
review period on account of banks' Furthermore, the acquisition of toxic 
renewed optimism to lend on the basis of bank assets by the Asset Management 
the prevailing favourable macroeconomic Corporation of Nigeria (AMCON) 
environment. resulted into significant reductions in 

NPLs in the country, from 10.3 percent in 
Financial soundness of banks remained June 2011 to 4.9 percent in December 
strong during the review period. The 2011 and then to 4.3 percent in June 2012. 
average capital adequacy ratio (CAR) of In addition, the level of capital 
the banking industry in the Zone c o m m i t m e n t  ( P r o v i s i o n s  l e s s  
remained unchanged, at 24.9 percent, NPL/Capital) improved to 24.8 percent 
and was robust, indicating that the loss from 22.4 percent in December 2011, 
absorption capacity of banks was very suggesting enough provisions to 
strong. Also, the capital base of banks compensate for the high NPLs. Liquidity 
increased across the Zone on account of of the banking system in the Zone also 
the calls for capital augmentation in a remained strong although the ratio of 
number of countries. However, there had core liquid assets to total assets declined 
been a gradual decline in the zone-wide marginally to 32.3 percent from 33.2 
average equity to total assets ratio, percent in December 2011. However, the 
suggesting that the capitalization of banks core liquid assets to short term liabilities 
was diminishing on account of the slow improved, indicating that banks are in a 
pace of equity growth. Total commercial strong position to meet short-term 
bank equity in the WAMZ declined by 6.5 obligations.
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Profitability of the banking system The cross-border banking landscape 
generally declined and remained low. continued to be dominated by Nigerian 
Return on assets (ROA) declined banks. There were six Nigerian banks 
marginally to 1.5 percent from 1.6 with twenty-one subsidiaries operating 
percent in December 2011 while return within the WAMZ during the review 
on equity (ROE) declined to 8.9 percent period. This underscores the need for 
from 10.6 percent in December 2011. close and coordinated supervision, given 
The outturn in profitability of the banking the scale of their operations and the need 
system among Member States was to prevent contagion. The College of 
however mixed. ROA and ROE increased Supervisors of the West African Monetary 
in The Gambia, Liberia and Nigeria while Zone (CSWAMZ) therefore continued to 
it fell in Ghana, Guinea and Sierra Leone. provide the platform to enhance financial 
The slow pace of credit expansion evident stability through supervisory cooperation 
by reduction in risk appetite as well as the and collaboration. In this regard, six 
high ratio of non-interest expense to Nigerian banks' subsidiaries (three each in 
gross income continued to hinder Ghana and Liberia) were jointly examined 
profitability in the Zone. Hence, the by the relevant home and host 
overall increase in the net interest spread supervisors in the first half of 2012, while 
and the ratio of net interest margin to two subsidiaries were scheduled to be 
gross income had not translated into examined in Sierra Leone in the last 
strong profitability due to huge overhead quarter of 2012.
cost in the banking system in the Zone 
and structural bottlenecks in domestic Non-bank financial institutions (NBFIs) 
economies. This underscores the need such as microfinance institutions (MFIs), 
for banks to adopt innovative strategies to mortgage banks, pension fund and 
boost earnings via an increase in bankable insurance companies have intensified 
products and services as well as competition in the financial sector 
expansion of financial outreach.  through their savings mobilization 

functions. The microfinance industry 
The net open position of foreign currency continued to grow at a remarkable pace, 
to capital increased from 2.0 percent in with total assets expanding by 10.3 
December 2011 to 3.9 percent during the percent to US$ 3.3 billion from US$ 2.95 
review period. In addition, the share of billion in December 2011. The expansion 
foreign currency deposits to total deposit of microcredit/loans in member countries 
increased marginally to 33.0 percent from in addition to the rising number of new 
32.7 percent in December 2011. This microfinance institutions as a result of 
development was indicative of an policy measures to increase access to 
aggregate rise in foreign exchange credit, contributed to the overall 
exposure across the Zone that may expansion in microfinance assets.  In 
undermine financial stability, thus, addition, the insurance industry in the 
emphasizing the need to strengthen WAMZ remained promising with total 
asset/liability management and prudential gross premiums estimated at US$ 2.02 
regulation on foreign exchange. billion in 2011. The growth of gross 

insurance premiums across the zone 
raises optimism about the potential of the 



xii

insurance sector in promoting the depth financial transactions to shift from the 
and vibrancy of financial markets and to traditional cash and paper-based modes of 
make meaningful contribution to payments and settlement, to a network of 
economic growth. Furthermore, pension sophisticated technology driven systems. 
funds are also emerging as major players in 
the financial sector, particularly in Ghana, Concerted efforts were made toward the 
Nigeria and Sierra Leone. institutionalization of sound corporate 
 governance principles in all banks in the 
In order to strengthen and enhance Zone. Risk-based supervision is fully 
stability of the financial markets and entrenched in Ghana, Liberia and Nigeria. 
institutions, Member States continued to The Gambia was gradually migrating to 
implement broad-based financial sector RBS, while Guinea and Sierra Leone still 
reforms aimed at developing financial practiced compliance based supervision. 
system infrastructure. In demonstrating All the countries in the WAMZ are at 
their commitment towards combating various stages of migration to the IFRS and 
money laundering and the financing of Basels II and III. The Central Bank of 
terrorism, some Member States Nigeria has signed a MoU cooperation 
strengthened their existing money agreement with Commission Bancaire 
laundering regulations. In addition, some UMOA, while the other countries in the 
member countries were evaluated in Zone were in the process of doing same. 
terms of their compliance with the 40+9 
FATF recommendations for AML/CFT On the whole, there was significant 
related issues. Access to credit improvement in the financial soundness of 
information was improving across the the banking industry as a result of the 
Zone with the introduction of private stable macroeconomic environment, 
credit reference bureaux to complement robust economic growth and enhanced 
those operated by the member central regulatory and supervisory environment. 
banks. This has resulted in increased Banks generally remained very liquid, 
transparency in the lender-borrower while the capital adequacy ratios were 
relationship, as evidenced by the well above the minimum requirement in all 
reduction in the volume of NPLs in some member countries. However, the risks to 
member countries. financial stability reported in the 

December 2011 edition of the FSR were 
The on-going AfDB funded payments still prevalent. These include high 
system infrastructure development in The operating cost, high lending rates and 
Gambia, Guinea, Liberia and Sierra Leone, increased foreign exchange exposure. 
as well as the recent on-going update of Meanwhile, continued implementation of 
the technology in Ghana and Nigeria, sound monetary and fiscal policies in 
underscores the importance of an addition to sustained real economic 
effective and efficient payments and growth, would continue to support the 
settlement system infrastructure in the expansion in banking activities and 
WAMZ. Most of the project's components strengthen financial stability across the 
(with the exception of the scriptless Zone.
security system (SSS)) had since gone live 
in the pilot site (The Gambia), causing 

 1Financial Action Task Force
 2Anti Money Laundering/Combating the Financing of Terrorism
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1.1 The International Environment

1.1.1 Output

1.1.2 Inflation

1.1.3 Commodity Prices

domestic demand arising from higher 
p u b l i c  s p e n d i n g  e s p e c i a l l y  o n  
infrastructure. The depressing outlook of 
the global economy remains a concern 

The growth of the world economy due to its adverse impact on emerging 
moderated to 3.3 percent in the first half economies, where output is expected to 
of 2012, from 5.0 and 3.8 percent in 2010 contract further. 
and 2011, respectively. The sovereign 
debt crisis in the euro zone including the 
attendant weaknesses in financial markets 
across Europe as well as the weak growth Weak global demand as well as stable food 
in the United States (US) and emerging and energy prices brought global 
economies subdued global growth. In consumer price inflation down to 1.9 
advanced economies, economic growth percent during the review period from 
was estimated at 1.4 percent during the 2.7 percent in 2011. In the major 
review period against 1.6 percent in 2011 advanced economies, consumer price 
due to close economic and commercial inflation fell from 2.4 percent in 2011 to 
linkages with the euro zone. However, 2.0 percent, due to the loss of dynamism 
the US and Japan posted better than in real activity as well as the decline in 
expected growth rates on account of energy prices. Similarly, in the emerging 
projected increases in consumer and developing countries, inflation fell to 
spending as monetary policy eased. The 6.3 percent from 7.2 percent in 2011 due 
growth momentum in the emerging and to lower food and energy prices. In Sub-
developing economies slowed, to 5.6 Sahara Africa (SSA), inflation declined 
percent, from 7.2 and 6.2 percent in 2010 marginally to 9.1 percent, from 9.7 
and 2011, respectively. Weak exports and percent in 2011. The reduced pressures 
the reduction in domestic demand largely on food and fuel prices, as well as 
explained the decline in the growth of monetary tightening measures adopted 
emerging and developing economies. In by most of the region's monetary 
addition, many economies were hit by authorities are expected to contain 
increased investor risk aversion and inflation. 
perceived growth uncertainty that led to 
equity price declines, capital outflows and 
currency depreciation. For sub-Saharan 
Africa(SSA), economic growth improved Commodity prices generally trended 
to 5.4 percent in 2012 from 5.2 percent in downwards in the first half of 2012, 
2011 due to anticipated increases in reflecting the combined effects of weaker 

CHAPTER 1

OVERVIEW OF MACROECONOMIC AND 
FINANCIAL DEVELOPMENTS

3 World Economic Outlook (WEO), October 2012
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global demand prospects and the  
fluctuations in global economic activity. 
Due to  cont inued above-quota  During the review period, major world 
production by the Organization of currencies generally depreciated against 
Petroleum Exporting Countries (OPEC) the US dollar. Few currencies however 
members and easing concerns about Iran appreciated slightly. The Japanese yen, 
oil supply risks, the price of crude oil Indian rupee and the Chinese yuan 
declined by 18.0 percent, to US$86 per depreciated against the US dollar by 3.7, 
barrel in June 2012 from US$104.3 in 5.1 and 1.0 percent, respectively. The 
December 2011. In addition, the price of euro also weakened against the US dollar, 
base metals declined by 20 percent during by 2.3 percent.  However, the British 
the review period. On the other hand, Pound, Canadian dollar and Mexican peso 
increasing uncertainties in global financial appreciated against the US Dollar, by 
markets continued to push the price of 0.92, 0.12, and 3.8 percent, respectively. 
gold up, from US$1,566 per ounce to In Africa, the Nigerian naira, Ghana cedi, 
US$1,598 in June 2012. Food prices, Egyptian pound, Liberian dollar and South 
however, remained largely unchanged in African rand, all depreciated against the 
the first half of 2012. US dollar, by 2.7, 17.2, 0.5, 3.6 and 1.3 

percent, respectively. Overall, growing 
risk aversion as a result of the 
intensification of the euro crisis 

Monetary policy in advanced economies strengthened the dollar and prompted 
remained accommodative  as  inflationary sharp falls in the currencies of emerging 
pressures moderated in order to mitigate economies.
the fast deterioration of economic 
activity. A survey of 30 sampled central 
banks showed that 23 reduced their 
policy rates in the review period. Some Globally, financial vulnerabilities remained 
central banks retained their policy rates high as confidence in the global financial 
to sustain financial stability, and restore system waned due to the lingering 
confidence as well as sustain the  liquidity sovereign debt crisis in the euro area and 
attained in the financial markets in the concerns about the US debt ceiling and 
wake of the abating global financial crisis. fiscal cliff.  However, accommodative 
A few central banks however raised their monetary pol ic ies in developed 
rates to address inflationary pressures economies boosted financial market 
(see Annex for the sample of monetary activities. Most global equity market 
policy rates). In addition, emerging and indices therefore rose during the review 
developing economies took several period. In North America, the S&P 500 
measures to ease monetary policy in and Mexico Bolsa indices rose by 7.7 and 
response to softening activity and 7.8 percent, respectively, even though the 
inflation. Many postponed anticipated S&P/TSX Composite fell by 3.1 percent. 
tightening, and some countries,  including On the contrary, in South America, the 
Brazil, China, Colombia, Hungary, the Brazilian Bovespa and Argentine Merval 
Philippines and South Africa cut policy indices fell by 4.4 and 4.9 percent, 
rates. respectively, while the Columbian IGBC 

1.1.5 Exchange Rates

1.1.4 Monetary Policy 

1.1.6 Global Financial Conditions
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General Index rose by 5.6 percent. Asian Despite the rally in the financial markets, 
stock markets followed the global trend bank lending remained sluggish across the 
as the Japanese Nikkei 225, Chinese developed world. In the euro area, there 
Shanghai SEA and Indian BSE Sensex all was further tightening of credit conditions 
rose by 6.1, 1.2 and 11.3 percent, leading to a fall in loan demand, while in 
respectively. In Europe, the CAC 40 and the US, credit conditions continued to 
DAX rose by 1.2 and 8.1 percent, ease although not for residential real 
respectively, while the FTSE 100 and estate. In emerging and developing 
MICEX indices fell marginally, by 0.02 and economies, increased risk aversion 
1.1 per cent, respectively. In Africa, the dampened capital inflows even though 
Nigerian ASI, South African JSE ASI, local-currency debt issuance continued to 
Kenyan Nairobi NSE 20, Egyptian EGX attract inflows throughout the euro area 
CSE 30 and Ghanaian GSE indices all rose crisis. Banks in emerging economies have 
by 4.0, 5.1 and 13.5, 23.1 and 7.3 percent, also been tightening lending standards in 
respectively, in the first half of 2012. the face of rising nonperforming loans and 

worsening funding conditions. The key 

Country Index Dec-11 Jun-12

% Change    

December 2011 to 

June 2012                     

Africa

Nigeria All Share Index 20,730.63 21,599.57 4.02%
South 

Africa JSE African ASI 31,985.67 33,708.31 5.11%

Kenya Nairobi ASI 3,205.20 3,703.94 13.47%

Egypt EGX CASE 30 3,622.35 4,708.59 23.07%
Ghana GSE All Share 969.03 1,045.48 7.31%

North 

America

US S&P 500 1,257.60 1,362.16 7.68%
Canada S&P/TSX 11,955.09 11,596.56 -3.09%

Mexico Bolsa 37,077.52 40,199.55 7.77%

South 

America

Brazil Bovespa Stock 56,754.08 54,354.63 -4.41%

Argentina Merval 2,462.63 2,346.68 -4.94%

Columbia IGBC General 12,665.71 13,417.51 5.60%

Europe

UK FTSE 100 5,572.28 5,571.15 -0.02%

France CAC 40 3,159.81 3,196.65 1.15%

Germany DAX 5,898.35 6,416.28 8.07%

Russia MICEX 1,402.23 1,387.52 -1.06%

Asia

Japan NIKKEI 225 8,455.35 9,006.78 6.12%
China Shanghai SE A 2,199.42 2,225.43 1.17%
India BSE Sensex 15,454.92 17,429.98 11.33%

Table 2.1: Global Equity Indices, December 2011 - June 2012

Source: IndexMundi
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concerns for emerging and developing 
economies like WAMZ were the slowing 
domestic growth in emerging economies Inflationary pressure eased in most 
and the heightened global financial member states during the review period. 
vulnerabilities. Going forward, financial However, the average inflation rate for 
conditions are likely to remain very fragile the Zone, which stood at 12.6 percent, 
o v e r  t h e  n e a r - t e r m ,  b e c a u s e  was relatively higher than the 11.2 and 
implementing a solution to the euro area 11.6 percent in December 2011 and the 
crisis will take time, as well as the corresponding period of the previous 
persisting concerns about the U.S. year. In The Gambia, inflation decelerated 
recovery. to 4.2 percent from 5.4 and 6.1 percent in 

December and June 2011, respectively. 
Inflation in Ghana increased to 9.4 

Macroeconomic developments in the percent from 8.6 percent in June and 
zone were generally mixed. December 2011. In Guinea, the inflation 

rate which stood at 15.0 percent, fell 
sharply by 8.5 percentage points from the 
23.5 percent recorded during the 
corresponding period in June 2011,and Economic growth, which slowed in the 
reflected a reversal of its past upward WAMZ, was relatively robust compared 
trend. Similarly, Liberia was able to curtail to the overall outlook in other regional 
the inflationary pressure and reversed the and/ or global economies. Real GDP 
rising trend since June 2010, as the growth rate in the WAMZ  averaged 7.3 
inflation rate dropped substantially by 4.4 percent in June 2012, compared to 8.2 
percent to 7.1 percent during the review and 8.7 percent in December 2011 and 
period. the corresponding period of the previous 

year, respectively. Relative to the 
In Nigeria, inflation rose to 12.9 percent preceding reporting period, growth 
compared to 10.3 and 10.2 percent in slowed in the Gambia, Ghana and Nigeria, 
December 2011, and the corresponding but increased in Guinea, Liberia and 
period of the previous year, respectively. especially Sierra Leone, where it shot up 
In Sierra Leone, inflation eased by 18.2 percent from 5.3 percent in 
significantly from 16.9 percent in both December 2011, largely on account of 
June and December 2011 to 12.5 percent the  iron-ore mining sub-sector. 
in the review period. Overall, inflation 
was relatively higher in most of the The unfavourable external environment 
countries, but was slowly and steadily could however raise challenges for the 
converging toward the single digit target. WAMZ in terms of a depression in 

demand for exports, lower foreign direct 
investment, as well as a reduction of 
receipts from remittances and tourism. 
The prospects for further economic The common theme in the fiscal policy 
growth in WAMZ could be dampened if thrust of all member states for 2012 was 
the weak recovery in the global economy fiscal consolidation with emphasis on 
persists. domestic revenue mobilization and 

1.2.2 Inflation

4
1.2  The WAMZ Environment

1.2.1 Output

1.2.3 The Fiscal Sector

4  Detailed analysis of macroeconomic developments in the WAMZ can be found in the WAMZ Macroeconomic Developments and 
Convergence Report. This Report is a bi annual publication of the West African Monetary Institute and can be downloaded from 
www.wami-imao.org
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increased public investment spending. A except in Guinea, where it was stable. 
review of the fiscal balance position of the Although the increase in the rates was not 
member states indicated an overall particularly significant, it might have 
improvement in fiscal deficit (expressed constrained further expansion in the 
as a percentage of the GDP).  Fiscal deficit volume of credit to the private sector. 
reduced on average to 1.8 percent from The disparity between the savings and 
2.7 percent in December 2011, which borrowing rates continued to widen in 
was also lower than the 2.2 percent the review period.
achieved in the corresponding period of 
2011. The ratio of tax revenue as a 
percentage of GDP also increased slightly 
to 13.0 percent in June 2012, from 12.6 Aggregate gross external reserves for 
percent a year earlier. During the review member states was $41.09 billion as at 
period, Ghana maintained the ratio at its end-June 2012, representing an increase 
December 2011 level of 16.6 percent, of 3.2 percent over the level recorded in 
while the ratio increased in The Gambia, December 2011.The development 
Guinea and Sierra Leone, it however, fell largely reflected the 8.5 percentage 
in Liberia and Nigeria. Overall, relative to increase in Nigeria’s external reserves, 
June 2011, the performance of member which also accounted for 86.2 percent of 
countries in the fiscal sector generally the total reserves in the zone. During the 
improved. review period, external reserves in the 

other members states generally declined, 
except in Sierra Leone, where it increased 
by 1.9 percent to $384 million (0.9 

The thrust of monetary policy across percent of the total reserves in the Zone), 
member states in the review period was at end-June 2012. Furthermore, months 
the maintenance of price stability. In of import cover of the external reserves in 
Ghana and Liberia, this objective was the zone increased modestly, from an 
achieved through inflation targeting and average of 5.7 months in December 2011 
foreign exchange stability, respectively. to 6.0 months in June 2012, but was 
The other member countries pursued below the 6.2 months of imports cover 
monetary aggregate targeting to achieve recorded in the corresponding period of 
the objective. Broad money supply 2011. 
expanded in all member countries in the 
WAMZ, except Guinea, where it The months of import cover by reserves 
contracted. The contraction in Guinea generally declined in other Member 
stemmed from the Government's resolve  States' between December 2011 and the 
to reduce liquidity, while curtailing period under review, except in Nigeria 
inflation. The growth of broad money in and Sierra Leone that recorded additional 
the Zone reflected the increase in net 1.3 months and 0.6 months over their 
domestic assets (NDA) of the banking levels in December 2011, respectively. In 
sector. The Gambia, it declined from 6.1 to 4.9 

months, same as in June 2011. In Ghana, 
Interest rates increased across the reserves in months of import cover 
member countries in the review period dropped from 3.2 to 2.4, which was 

1.2.5  The External Sector

1.2.4  The Monetary Sector
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lower than the 3.6 months recorded in 
June 2011. Similarly, in Guinea and 
Liberia, it declined from 4.3 and 3.3 
months to 3.5 and 2.8 months, 
respectively, between December 2011 
and June 2012.
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2.1 The Money Market

2.1.1 The Interbank Money Market
Figure 2.2: Interbank Rates

Figure 2.1: Interbank transactions

the Gambia accounted for 0.15, 0.80 and 
The money market is relatively well 0.09 percent, respectively. Owing mainly 
developed across Member States, except to the promotion of interbank activities, 
Liberia. Currently, there is no formal transactions in the money market 
interbank or money market in Liberia. segments increased in The Gambia, 

Ghana and Guinea.

Total interbank transactions fell while 
interbank rate increased

The average interbank rate in the WAMZ 
rose by  2.5 percent, to 16.2 percent in 
June 2012, compared to 15.6 percent in 

The volume of interbank transactions in December 2011, owing to the prevalence 
the WAMZ fell by 22. 02 percent to US$ of monetary tightening across the Zone 
77.9 billion in June 2012 from US  99.9 (except in Ghana and Sierra Leone). The 
billion in December 2011, against an rate was 15.3 percent in June 2011, 
increase of 21.0 percent from US  82.5 representing a year-on-year increase of 
billion as at June 2011. The decrease was 5.7percent. Between June 2011 and June 
explained by a significant fall in interbank 2012, the rate increased steadily in The 
transactions in Nigeria owing to Gambia  and Niger ia ,  remained 
disruptions in economic activities that unchanged in Guinea, but fell steadily in 
was triggered by the partial removal of Ghana and Sierra Leone. Nigeria and 
fuel subsidy in January 2012. Nigeria Sierra Leone recorded the most 
accounted for 63.99 percent of the total significant increase and decrease, 
activities in this market segment in the respectively.
WAMZ. Ghana accounted for 26.96 
percent, while Guinea, Sierra Leone and 

$

$
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2.1.2 The Treasury Bills Market

Figure 2.3: Treasury Bills Holdings

Figure2.4: Average Yield on  91 DayTreasury Bills

2.2 The Foreign Exchange Market

December 2011 and 16.7 percent in June 
Total holdings and average yield increased 2011, resulting from a very significant 

increase in Ghana (110.1 percent) and 
moderate increases elsewhere. 

Total holdings of treasury bills in the 
WAMZ, which fell by 5.1 percent 

However, in Sierra Leone, it fell by 1.8 
between June and December 2011, 

percent to 23.0 percent in June 2012 from 
increased substantially by 16.0 percent to 

23.4 in December 2011. The year-on- 
US 16.82 billion in June 2012 from US  

year increase in the average treasury bills 
14.50 billion in December 2011. The 

yield for the Zone stood at 16.0 percent 
year-on-year increase stood at 10.3 

compared to14.4 percent in June 2011. In 
percent. New issuance in Nigeria to fund 

the preceding reporting period, average 
government deficit led to a Zone wide 

yield fell in the Gambia, Guinea and Sierra 
rebound in performance, which had 

Leone, but increased in Ghana and 
suffered a decline in December 2011, 

Nigeria, where the yield has increased 
relative to June 2011. Guinea recorded a 

steadily in all reporting periods. The 
drop in treasury holdings in the review 

increasing trend of the average yield, 
period as a result of reduced borrowing 

though beneficial for the investor, is 
and f isca l  consol idat ion by the 

indicative of a rise in governments' 
Government, while the other countries 

borrowing appetite.
recorded increases of varying degrees, 
with Nigeria accounting for 78.7 percent 
of the total treasury bills holdings in the 
Zone. Deposit money banks across the 

Two platforms (auctions and interbank) 
Zone held over 70 percent of the 

exist for transactions in the US dollar 
outstanding bills, underscoring their 

dominated foreign exchange market 
continued preference for government 

across the WAMZ. The auctions platform 
securities as an investment vehicle

is further broken down into wholesale 
auction (Wholesale Dutch Action System-

the average yield for the 
WDAS in Nigeria) and the retail auction 

91-day treasury bills increased by 26.9 
(Guinea, Liberia and Sierra Leone). While 

percent, compared to 13.2 percent in 

$ $

Across the zone, 
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Nigeria operates on both platforms, The tenured debt instruments in The Gambia 
Gambia and Ghana operate only on the and Sierra Leone, corporate and long 
interbank platform. However, the analysis term debt instruments are not common 
in this Report is limited to the auctions within the Zone, as only Ghana and 
platform due to insufficient data. Nigeria have thriving markets. Guinea and 

Liberia do not issue any long term debt 
instrument. Guinea has neither a 
rediscount window nor a secondary 

Volume of FOREX sold declined market for its treasury bills, forcing 
investors to hold bills to maturity. 

Total outstanding bonds and 
in the review period 

The total volume of FOREX sales in the 
Zone declined by 28.8 percent to USD 
11.10 billion in June 2012. The drop could 
be explained by a 29. 4 percent decline in 
transaction volumes in Nigeria. The 
country accounted for 98.7 percent of the 
total transaction volumes, with Guinea 
and Sierra Leone contributing 1.1 and 0.2 The issuance of government bonds in the 
percent, respectively. Nigeria adopted Zone continued to be dominated by 
policies that encouraged foreign capital Nigeria (92.8 percent) and Ghana (6.7 
inflow during the review period. Also, percent). Government bonds were key 
there was an increase in FOREX sales in instruments for financing fiscal deficits in 
Guinea and Sierra Leone, by 156.0 and 2.4 both countries. In the review period, 
percent, respectively. outstanding stock of treasury bonds grew 

by 2.4 percent to US$ 42.13 billion in June 
2012, from US  41.14 billion in 
December 2011. However, year-on-year, 

Two of the three Stock Exchanges in the the stock of outstanding bonds fell 
Zone, remained vibrant during the review marginally by 0.01 percent from US  
period. Even with the recent conversion 42.14 billion in June 2011. It however 
of short term debt stocks into long remained unchanged in The Gambia, but 

2.2.1 The Auctions Foreign Exchange 
(FOREX) Platform

Figure 2.5: FOREX sales on the Auctions Platform

2.3.1  The Market for Government 
Bonds 

Figure 2.6: Outstanding Treasury Bonds

2.3  Capital Markets

average yield 
increased 

$

$
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decreased in Ghana (22.1 percent) and 
Sierra Leone (0.9 percent). The decline in 
Ghana and Sierra Leone was due to 
retirement of maturing stock. In Nigeria The issuance of corporate bonds for debt 
there were new issues during the review financing is common only in Nigeria and 
period, which increased the stock of Ghana. However, there are a few over-
outstanding bonds by 18.0 percent.  the-counter (OTC) type transactions in 
Ghana and Sierra Leone are the only the other countries within the WAMZ. In 
countries in the Zone that recorded Nigeria, the preference for Federal 
consistent decl ine between the Government bonds and the escalating 
June/December 2011 and December costs of borrowing jointly reduced the 
2011/June 2012 review windows. issuance of new corporate bonds, by 63.4 

percent to US  14.35 billion in June 2012. 
The absence of new issuance in Ghana, 
coupled with the fact that the outstanding 
stock of US  3.9 million was completely 
redeemed, meant that activities in this 
segment of the market was limited to 
Nigeria a lone, where the total  
outstanding stock fell by 83.0 percent to 
US 10.22 billion in June 2012 from 
US 60.28 billion in December 2011.

Market capitalization and turnover soared
Persistent increased in average yields on 
government bonds in The Gambia, Ghana 
and Nigeria aided an increase in the Zone-
wide average yield during the review 
period. Overall, average yield on 
government bonds grew by 10.1 percent 
(June to December 2011) and 1.0 percent 
(December 2011 to June 2012). While 
this trend is attractive to investors, it is 
indicative of a rise in governments' 
borrowing appetite that may raise 
sovere i gn  r i sk s .  However,  the  
deceleration in the rate of increase in 
average yield is perhaps an indication of 
the resolve of governments in the Zone to 

The recent capital market reforms in reduce the costs of borrowing. In Sierra 
Nigeria, especially those bordering on Leone the average yield on government 
corpora te  governance ,  marke t  bonds remained unchanged, at 20 
segmentation, share buyback and the percent.

2.3.2 The Corporate 
Debt Instruments 

Figure2.7: Average Yield on Treasury Bonds

2.3.3 The  Market for Equities  

Figure 2.0: Market Capitalization

Market for 

6

$

$

$
$

6  The Stock exchanges in the Zone include the Ghana Stock Exchange, The Nigerian Stock Exchange and the Sierra Leonean Stock 
Exchange. The analysis in the Stock market report will be based on Ghana and Nigeria as the Sierra Leone Stock Exchange is inactive, o
wing largely to regulatory issues which are being addressed 
by the relevant authorities.
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7introduction of ETFs , led to a rebound in National Insurance Trust (SSNIT) that 
the activities on the Nigerian Stock hardly traded in these shares. 
Exchange, as investors commenced 
rebuilding of confidence in the market. 
However, the investment inertia that 
typically characterize election periods The efforts towards the integration of the  
resulted in a marginal decrease in the capital markets in West Africa received a 
Ghanaian market capitalization in the boost during the review period with the 
December 2011/June 2012 review convening of a stakeholders' forum on 
window, although year-on-year, the index Capital markets integration in West 
grew by a remarkable 116.6 percent from Africa. The event was jointly organized by 
US  13.57 billion in June 2011. Market the West African Monetary Institute and 
capitalization in the zone increased by 7.4 Ghana Stock Exchange. The major 
percent to US  98.41 billion in June 2012, resolution at the meeting centred on the 
and on a  year-on-year basis, it recorded a need to establish a governance structure, 
significant increase of 40.3 percent. consisting of a Council (West African 
Nigeria accounted for 70.1 percent of the Capital Markets Integration Council) and 
total, up from 67 percent in the previous Technical Committee, which would be 
period. responsible for integrating capital 

markets in the sub-region. 

In terms of value traded, market turnover 
in the Zone went up by 12.7 percent to 
US  20.36 billion in June 2012, with 
Nigeria contributing 99.0 percent. 
Activities on the Ghana Stock Exchange 
slowed significantly in the review period 
(falling by 85.8 percent), owing to market 
liquidity constraints, as the bulk of the 
shares of the majority of the listed 
companies were held by overseas parent 
companies and the Social Security and 

$

$

$

2.4  Capital Market Integration

Figure 2.9: Market Turnover (Value Traded)

7  Exchange Traded Funds, which generally refers to a basket of funds that sometimes replicate an index,  from which investors can trade
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his Chapter assesses the stability (Guinea, Nigeria and Sierra Leone). Thus, 
of the banking system in the lending rates remained high during the TWAMZ. In spite of their small review period while the net interest rate 

number (relative to insurance companies spread of banks widened. Liquidity of the 
and OFIs); banks dominate the financial banking industry, nonetheless, remained 
landscape of the WAMZ, with an assets strong. The recent depreciation in some 
portfolio of $ 143.00 billion, representing member countries' currencies (Ghana, 
over 75.0 percent of the total financial Liberia and Nigeria) underscores the rise 
assets as at end June 2012. The in foreign currency risks which may 
assessment is based on the performance adversely affect bank balance sheets in the 
of bank balance sheets and other financial future. 
soundness indicators, including, capital 
adequacy, asset quality through credit The  continued implementation of sound 
risk, sensitivity to market risk, liquidity monetary and fiscal policies in addition to 
risk, operational risk exposure, as well as sustained real economic growth could 
results on profitability. support the expansion in banking 

activities across the Zone in the medium-
term. Furthermore, the regulatory and 
supervisory environment will improve 
significantly and strengthen financial 
stability, as countries take steps to adopt 

The performance of the banking system international financial standards (RBS, 
in the WAMZ remained strong, given the Basel II & III and IFRS). Going forward, 
expansion of bank balance sheets and financial stability in the Zone is expected 
improvements in financial soundness to be  further strengthened on account of 
indicators. Overall, robust economic envisaged improvement in bank oversight 
growth and favourable macroeconomic and corporate governance. 
policies supported the expansion of the 
bank balance sheets and the increase in 
private sector credit. The increase in 
private sector credit was further 
reinforced by fiscal consolidation in 
member countries. However, supply 
disruptions and high international 
commodity prices, especially for food and 
fuel, generated inflationary pressures 
across the Zone, and led to the tightening 
of monetary policy in some countries 

3.1 General Condition of the Banking 
System/Macro prudential Outlook

CHAPTER 3

BANKING SECTOR STABILITY



13

3.2  The Asset Accounts 3.2.1  Foreign Currency Assets

Figure 3.2: Assets in Foreign Currency/Total Assets

Figure 3.1: Growth in the Asset Portfolio of Banks

Foreign currency assets decreased
An overall expansion in the asset portfolio

The asset base of the banking industry in 
the WAMZ grew by 9.4 percent in June 

The share of foreign currency assets to 
2012, relative to 6.9 and 2.6 percent in 

total assets in the WAMZ declined to 37.0 
June and December 2011, respectively. 

percent in June 2012 compared to 38.7 
At end-June 2012, the portfolio of assets 

and 40.7 percent in June and December 
of the banking system stood at US$ 

2011, respectively. The overall decline in 
143.10 billion, up from US$130.73 billion 

foreign currency assets, suggests a falling 
in December 2011. The momentum in 

foreign ownership of domestic bank 
asset growth was underpinned by 

assets that was counter balanced by a 
increases in banking industry assets in The 

rising ownership by the nationals. This 
Gambia, Liberia, Nigeria and Sierra 

may not however be true for Liberia given 
Leone. The growth in assets was largely 

its dual currency regime. The ratio 
supported by an expansion in credit. 

declined in all countries, with the 
However, banks' assets fell in Ghana and 

exception of Ghana and Guinea. In 
Guinea due to the regulators' response to 

Guinea, the ratio of foreign currency 
strengthen the bank balance sheets 

assets as a percentage of total assets 
through the creation of compulsory 

increased progressively over an eighteen 
write-offs for bad loans, coupled with 

months period, from 25.3 percent in June 
banks' desire to strengthen asset quality 

2011 to 31.5 and 33.0 percent in 
by reducing non-performing assets. 

December 2011 and June 2012 
respectively. Similarly, in Ghana, foreign 
currency denominated assets increased 
to 11.2 percent in June 2012 from 8.9 
percent in December 2011 despite 
efforts by the authorities to contain the 
level of dollarization. The increasing 
preference for foreign assets and the fall 
in total bank assets explained the rise in 
the ratio in Ghana and Guinea. 

Jun-11 Dec-11 Jan-12

Jun-11 Dec-11 Jan-12
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Figure 3.4 Composition of Productive Assets, June 20123.2.2 Productive Assets

Figure 3.3: Productive Assets/Total Assets

Productive assets decreased but the 
portfolio was dominated by credits

In terms of its composition, the 
productive assets portfolio continued to 
be mainly accounted for by credit, with 
the share of credit in the portfolio 
increasing from 63.1 and 64.5 percent in 
June and December 2011 to 66.2 percent 
in June 2012. The reallocation of the The rat io of  product ive assets  
productive assets portfolio continued to (investment and credit) as a percentage of 
favour credit in all countries, except The total assets fell to 53.6 percent in June 
Gambia where investments dominated 2012 from 57.2 percent in December 
the portfolio (54.9 percent in June 2012). 2011, compared to 51.7 percent in June 
Additionally, while the portfolio is 2011. The overall contraction in the 
dominated by credit in Sierra Leone, the portfolio was on account of tighter credit 
share of investment increased from 36.1 conditions in most member countries. 
percent in December 2011 to 41.2 The ratio declined in all member 
percent in June 2012countries, except Ghana, where it 

increased slightly to 71.3 percent in June 
2012 from 70.3 percent in December 
2011. 

Credit       Investment

 

Country Credit Investment Credit Investment Credit Investment

The Gambia 48.1
                  

51.9
             

46.7
                     

53.3
            

45.1
                   

54.9
                Ghana 55.9

                  
44.1

             
59.3

                     
40.7

            
63.6

                   
36.4

                Guinea 45.1
                  

54.9
             

43.4
                     

56.6
            

55.6
                   

44.4
                Liberia 98.6

                  
1.4

               
98.7

                     
1.3

              
98.8

                   
1.2

                  Nigeria 71.6

                  

28.3

             

75.8

                     

24.2

            

76.2

                   

23.8

                Sierra Leone 59.3

                  

40.7

             

63.1

                     

36.1

            

58.1

                   

41.2

                WAMZ 63.1

                  

36.9

             

64.5

                     

35.4

            

66.2

                   

33.7

                

Table 3.1: Composition of Productive Assets

Jun-12Dec-11Jun-11

Jun-11 Dec-11 Jan-11
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3.2.3 Bank Credit 

Figure 3.5: Growth Rate of Total Bank Credit

Figure 3.6: Sectoral Allocation of Total Bank Credit in the 
WAMZ

December 2011. In addition, credit to the 
Credit expansion moderated Electricity, Water and Gas sectors fell to 

3.2 percent over the review period from 
4.6 percent in December 2011. There 
was however, an increase in credit to the 
manufacturing, and transport, storage 
and communication sectors, from 8.7 and 
7.6 percent in December 2011 to 11.6 
and 10.8 percent,  respect ively.  
Agriculture continued to receive the 
lowest credit even though its share of 
total credit increased from 4.6 percent in 
December 2011 to 5.9 percent in June 
2012.

During the review period, the total credit 
portfolio for the Zone grew by 3.2 
percent to US$ 56.7 billion from US$ 54.9 
billion in December 2011. On year-on-
year basis, the portfolio expanded by 5.9 
percent from US$ 53.5 in June 2011. 
Credit expanded in Liberia, Nigeria and 
Sierra Leone but declined in The Gambia, 
Ghana and Guinea, where negative 
growth rates were recorded. High credit 
risk coupled with the desire of banks to 
improve asset quality was responsible for 
the contraction of credit in these 
countries. Generally, the overall 
expansion in bank credit in the Zone 
reflected the stable macroeconomic 
environment and banks' renewed 
optimism to lend.

“Other Activities” comprising commerce 
and financial services, mining and 
quarrying, and household sub-sectors 
continue to receive the largest amount of 
bank credit. However, its share as a 
percentage of total credit declined to 68.4 
percent in June 2012 from 75.9 percent in 

During the review period, the overall 
composition of credit in terms of 
government and private sectors 
remained largely unchanged. However, 
there was a significant reduction in the 
share of credit to government in The 
Gambia, from 14.9 percent in December 
2011 to 11.4 percent in June 2012. This 
was counterbalanced by a corresponding 
increase in credit to the private sector. 
Credit to government increased in 
Ghana, Guinea and Sierra Leone, from 
2.1, 2.2 and 7.8 percent in December 
2011 to 2.8, 3.5 and 9.9 percent, 
respectively, in June 2012.

Jun-11 Dec-11 Jun-12

Jun-11 Dec-11 Jun-12



16

3.3  The Liability Accounts

Figure 3.7: Growth Rate of Total Bank Liabilities Figure 3.8: Growth Rate of Total Deposit

bank liabilities. The growth rates of bank 
liabilities were, however, negative in The 

Growth rate of bank liabilities accelerated Gambia, Ghana and Guinea owing to the 
although total deposits contracted decrease in bank deposits.

The growth of total bank liabilities in the 
Zone increased in the review period by Total deposits of the banking system fell 
9.6 percent, to US$ 141.1 billion from by 21.0 percent, to US$ 73.7 billion in 
US$ 129.4 in December 2011. On year- June 2012 from US$ 93.3 billion in 
on-year basis, liabilities expanded by 12.4 December 2011. On an annual basis, total 
percent, from US$ 125.4 billion in June deposits of the zone contracted by 15.6 
2011.  The overa l l  growth was percent, from US$ 87.3 billion in June 
attributable to the developments in 2011. The reduction in bank deposits in 
Liberia, Nigeria and Sierra Leone. Strong Ghana, Guinea and Nigeria accounted for 
deposit growth accounted for the the overall decline in zone-wide deposits. 
expansion in liabilities in Liberia and Sierra Increasing competition from non-bank 
Leone while, in Nigeria, an increase in financial institutions constrained the 
'other liabilities' prompted the growth in 

 

Country Government (%) Private (%) Government (%) Private (%) Government (%) Private (%)

The Gambia 15.0                 85.0             14.9                   85.1                11.4                88.6            
Ghana 1.8                   98.2             2.1                     97.9                2.8                  97.1            
Guinea 11.5                 88.5             2.2                     97.8                3.5                  96.5            
Liberia 2.5                   97.5             0.3                     99.7                0.1                  99.9            
Nigeria 7.3

                   
92.7

             
7.3

                     
92.7

                
7.1

                  
92.9

            
Sierra Leone 6.5

                   
93.5

             
7.8

                     
92.2

                
9.9

                  
90.1

            
WAMZ 7.4

                   
92.6

             
5.8

                     
94.2

                
5.8

                  
94.2

            

Jun-11 Dec-11

Table 3.2: Composition of Credit

Jun-12

Source: WAMZ Member States and WAMI Staff Estimates

Jun-11 Dec-11 Jun-12

Jun-11 Dec-11 Jun-12
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mobilization of deposits by banks.  While on account of policy measures to 
bank deposits grew in The Gambia, discourage depositors' preference for 
Liberia and Sierra Leone, the pace of foreign currency assets particularly in The 
growth slowed to 0.5, 5.3 and 2.1 percent Gambia, Ghana and Sierra Leone.  
during the review period, from 4.2, 12.3 
and 7.7 percent, respectively, in 
December 2011. The sluggish growth of 
bank deposits in these countries, which 
was indicative of a slowdown in savings 
mobilization and financial intermediation, 
underscored the need for banks to 
expand their deposit base by offering 
innovative products and services. This 
would engender financial inclusion

Exposure to foreign currency risk increased

The overall exposure to foreign currency 
as measured by the “net open position in 
foreign currency to capital” (NOP) rose 
to 3.9 percent in June 2012, compared to 
0.4 and 2.0 percent in June and December 
2011, respectively. Although the net 
exposure in foreign currency increased in 
all countries, it remained within 
prudential limits. However, the sustained 
increase in zone-wide NOP underpins 
the prominence of foreign exchange risks 
on banks' balance sheets, particularly 
given the recent depreciation in some 
member countries' currencies (Ghana, Deposits in foreign currency as a 
Liberia and Nigeria). In addition, the percentage of total deposit increased 
increased foreign currency deposits marginally to 33.0 percent during the 
which were reinforced by the increase in review period compared to 32.4 and 32.7 
NOP was indicative of an aggregate rise in percent in June and December 2011, 
foreign exchange exposure across the respectively. This was due mainly to 
zone that may undermine financial marginal increases in foreign currency 
stability. This calls on banks to strengthen deposits in Guinea and Nigeria, reflecting 
asset/liability management to mitigate the a preference for foreign-currency-asset 
potential risks.by depositors. However, foreign currency 

deposits declined in The Gambia, Ghana, 
Liberia and Sierra Leone. This was partly 

Figure 3.10:  Net Open Position in Foreign Currency to 
Capital

3.3.1 Foreign Exchange Exposure 
(Sensitivity to Market Risk)

Figure 3.9: Deposits in Foreign Currency/Total Deposits

Jun-11 Dec-11 Jun-12

Jun-11 Dec-11 Jun-12
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Figure 3.11: Foreign Exchange Trading Gains/Losses to 
Gross Income

Figure 3.12: Bank Foreign Liabilities/Capital

3.4 Equity

significant cutback in the ratio of foreign 
liabilities to capital, from 70.7 percent in 
December 2011 to 50.6 percent in June 
2012, while Nigeria recorded a marginal 
decline, from 15.9 percent to 14.7 
percent. However, The Gambia and 
Liberia recorded increases, from 39.0 and 
4.1 percent in December 2011 to 41.0 
and 4.5 percent, respectively, during the 
review period. The high ratio of foreign 
liabilities to bank capital in some member 
countries combined with the recent 
exchange rate depreciation across the 
Zone could adversely affect the balance 
sheets of banks

The gains from foreign currency trading in 
the WAMZ, improved by 5.7 percent in 
June 2012 compared to 4.2 percent in 
December 2011, and a loss of 2.8 percent 
in June 2011. While all member countries, 
with the exception of Guinea, recorded 
gains in foreign currency trading during 
the review period, the gains declined in 
Liberia and Nigeria. The overall increase 
in the gains reflected the increased 
exposure in foreign currency across the 
Zone. Further, the strengthening of 
prudential standards relating to foreign 
exchange in some member countries 
increased gains and minimized losses.

Zone-wide equity levels declined

8
9The ratio of foreign liabilities  to bank The zone-wide equity levels  of 

capital indicated that foreign financing of commercial banks declined by 6.5 
banks continued to be substantial in percent during the review period, from 
Guinea and Sierra Leone. Although the US$ 17.8 billion in December 2011 to 
ratio declined in both countries, it US$ 16.6 billion. However, current equity 
remained significantly high at 434.0 and levels surpassed the June 2011 equity 
197.8 percent, respectively. Limited level of US$ 5.3 billion. The reduction in 
funding opportunities, especially for trade equity levels in The Gambia, Ghana and 
financing at the local level, may be Nigeria accounted for the overall slump in 
responsible for the high level of foreign the zone-wide equity in the first half of 
liabilities. Ghana also recorded a 2012. Mergers and acquisitions of some 

Jun-11 Dec-11 Jun-12

Jun-11 Dec-11 Jun-12

9  Following external audits of banks, some Central Banks of the WAMZ mandated banks to undertake compulsory write-offs. 
Hence, equity levels for both the current and previous periods were revised.

8  Foreign bank liabilities relates mainly to trade credit than bond issuance 
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banks in Ghana and Nigeria as well as the average capital of the industry jumped to 
reduction in bank reserves following the US$ 750.1 million in June 2012 from 
payments of dividend by some banks US$498.2 million and US$161.5 million in 
largely explained the negative growth of December and June 2011, respectively. 
equity. High loses recorded by some This was due to the injection of capital in 
banks in The Gambia during the review some banks by the Assets Management 
period contributed to the decline in Corporation of Nigeria (AMCON). 
equity. Average bank capital also increased in The 

Gambia, Ghana, Liberia and Sierra Leone 
on account of capital augmentation. 
However, provisioning to cover losses 
recorded by banks in Guinea led to the 
decline in average capital, from US$ 7.6 
million to US$ 7.2 million.

Capital levels generally increased

In terms of the capital structure of banks 
in the Zone, there was a significant 
deterioration in the percentage of banks 
whose capital levels were equal to, or 
more than the average of the banking 
industry, particularly in The Gambia, 
Ghana, Guinea and Nigeria. This was 
indicative of the growing concentration in 
the banking industry, as few large banks 
accounted for the bulk of the industry's 
capital. In addition, recent mergers of 
banks in Ghana and Nigeria have also 

All member countries with the exception created industry giants in the zone. The 
of Guinea recorded increases in banks' increasing concentration of the banking 
capital. The increase was more i ndus t r y  i n  member  coun t r i e s  
pronounced in Nigeria, where the underscores the importance of  

Figure 3.13: Growth Rate of Commercial Bank Equity

Figure 3.15: Banks With Capital Greater or Equal to 
Industry Average (%)

3.5 Financial Soundness Analysis

3.5.1 Capitalization

Figure 3.14: Average Capital of the Banking Industry in the 
WAMZ

Jun-11 Dec-11 Jun-12
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strengthening surveillance of systemic banking industry, from 17.7 and 27.9 
important banks to safeguard financial percent in December 2011 to 31.0 and 
stability. In Sierra Leone, the percentage 31.9 percent, respectively, in June 2012. 
of banks whose capital levels were equal The average CAR of banks in The Gambia, 
to (or more than) the average of the Ghana and Liberia, also remained robust 
banking industry largely stagnated at 26.0, 25.5 and 20.8 percent, 
(around 38 percent), reflecting the respectively. The overall level of the 
oligopolistic nature of the banking zone-wide CAR suggests that the capacity 
industry. However, the situation  of banks to absorb losses remains very 
improved  in Liberia, where the strong. 
percentage of banks with capital in excess 
of, or equal to the industry average rose 
to 44.4 percent during the review period 
from 18.2 percent in December 2011.

The loss absorption capacity remained 
strong 

In  addit ion,  there was genera l  
strengthening of the capitalization of 
banks in Ghana, Guinea, Nigeria and 
Sierra Leone following the increase in the 
percentage of banks with CAR greater 
than or equal to the industry average. 
However, the percentage of banks with 
CAR greater than/equal to industry 
average declined in The Gambia and 
Liberia, from 61.5 and 77.8 percent in 
December 2011 to 53.8 and 66.8 
percent, respectively. This suggests a The average capital adequacy ratio (CAR) 
weakening in the capitalization of banks, of the banking industry in the Zone 
even though all banks met the minimum remained strong (24.9 percent during the 
CAR of 10.0 percent. review period).  All countries recorded 

CAR that exceeded the minimum 
requirement of 10 percent (15 percent in 
Sierra Leone). In addition, Guinea and 
Sierra Leone recorded significant 
increases in the average CAR of the 

markedly

Figure 3.17: Banks with CAR Greater or Equal to Industry 
Average (%)

3.5.2 Solvency

3.5.2.1 Capital Adequacy Ratio (Loss 
Absorption Capacity)

Figure 3.16: Average CAR of the Banking Industry

Jun-11 Dec-11 Jun-12
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Figure 3.18: Average Equity/Total Assets (%)

3.5.3 Asset Quality (Credit Risk 
Analysis)

Figure 3.20: NPL/Gross Loans

3.5.2.2 Provisions Coverage 

Figure 3.19: Provisions - NPLs/Capital

increased to 24.8 percent from 22.4 
percent in December 2011 due largely to 
the reduction in NPLs in The Gambia and 
Ghana. The improvement in provisions 
coverage in The Gambia and Ghana was 
on account of the policy measures 
adopted by the regulatory authorities to 
clean up the balance sheets of banks 
through mandatory write-offs. However, 
the ratio declined significantly in Nigeria 
and Sierra Leone, as improvements in the 

Additionally, zone-wide average equity to quality of banks assets made banks to 
total assets ratio indicated a marginal commit less capital to make up for bad 
decline, from 13.5 percent in June 2011 to loans. 
12.9 percent in December 2011 and then 
to 11.7 percent in June 2012. The slow 
pace of equity growth across the zone 
largely explained the decline, suggesting 
that the underling capitalization of banks Asset quality remained unchanged but 
was gradually diminishing. However, above the 10.0 tolerable limits
there was marked improvement in the 
ratio in Guinea and Sierra Leone, on 
account of strong equity growth in these 
countries.

Provisioning for bad loans declined

The zone-wide ratio of NPLs to gross 
loans (asset quality) remained unchanged 
at the 11.7 percent recorded in 
December 2011 despite improvements 
in asset quality in Ghana, Liberia, Nigeria 
and Sierra Leone. Although asset quality 
improved in Ghana, Liberia and Sierra 
Leone, the NPL ratio remained well 

The level of provisioning for bad loans above the tolerable prudential limit of 
generally improved during the review 10.0 percent. In Nigeria, the acquisition of 
period. The ratio of provisions (net of toxic bank assets by AMCON led to 
non-performing loans (NPLs) to capital) significant reductions in the NPLs ratio, 

Jun-11 Dec-11 Jun-12
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from 10.3 percent in June 2011 to 4.9 
percent in December 2011 and then to 
4.3 percent in June 2012. However, asset Overall level of bank profits dropped
quality deteriorated in The Gambia and 
Guinea as the ratio of NPLs to gross loans 
increased to 13.8 and 5.0 percent in June 
2012 from 12.6 and 2.8 percent, The zone-wide level of profitability as 
respectively, in December 2011. On the measured by Return on Assets (ROA) 
whole, the high level of NPLs prevalent in declined marginally from 1.6 percent in 
some member countries underscores the December 2011 to 1.5 percent in June 
need for regulatory authorities to 2012. 
strengthen prudential measures in order 
to improve the soundness of the asset 
portfolio of banks.

The overall outcome was influenced by 
the drop in ROA in Ghana, Guinea and The distribution of NPLs by sector 
Sierra Leone from 3.7, 2.5 and 3.8 changed remarkably during the review 
percent in December 2011 to 2.2, 1.5 and period. Services and Industry recorded 
2.2 percent, respectively, in June 2012. the highest NPLs, increasing from 26.8 
There were however, significant and 9.3 percent of the total NPLs in 
improvements in ROA in The Gambia, December 2011 to 52.9 and 35.2 
Liberia and Nigeria driven largely by percent, respectively. “Other Activities” 
increased in interest income as banks including building and construction and 
assumed more risks to boost earnings.  credit to households, which recorded the 
Overall, ROA generally remained low highest NPLs in December 2011 (53.0 
(mostly below 2 percent) across the zone, percent) recorded one of the lowest (7.6 
signaling the need for banks to adopt percent). Agriculture continued to record 
innovative strategies to improve earnings the lowest NPLs, as its share of the non-
via the increase in bankable products and performing portfolio declined from 6.6 
services as well as expanding financial percent in December 2011 to 4.2 percent 
outreach. in June 2012.

3.5.4 Profitability 

3.5.4.1 Return on Assets

Figure 3.22: Return on Assets

Figure 3.21: Distribution of NPLs by Sector

Jun-11 Dec-11 Jun-12
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3.5.4.2  Return on Equity

3.5.4.4 Risk Weighted Assets (RWA)

Figure 3.25: Risk Appetite (RWA/Total Assets)

3.5.4.3 Leverage

Figure 3.23: Return on Equity

Figure 3.24: Leverage (Total Assets/Equity)

leverage declined from 78.5 in December 
2011 to 7.8 on account of on-going 
reforms to clean up bank balance sheets 
and recapitalize banks. 

Guinea also recorded a decline in bank 
leverage, from 12.3 percent in December 

The Return on Equity (ROE) also declined 2011 to 8.3 percent during the review 
during the review period due largely to period. Leverage increased in The 
the fall in the ROE in Ghana, Guinea and Gambia, Ghana, Liberia and Sierra Leone, 
Sierra Leone, from 19.7, 30.9 and 15.6 but remained  below 20. The overall level 
percent in December 2011, to 13.5, 13.0 of leverage across the Zone creates more 
and 10.6 percent, respectively. The room for banks to utilize debt to expand 
contraction in the credit portfolio in assets and enhance profitability.  
Ghana and Guinea was largely responsible 
for the decline, while in Sierra Leone, it 
was due to high losses recorded by some 
banks. On the contrary, ROE increased in Risk Appetite declined marginally
The Gambia, Liberia and Nigeria to 2.4, 
1.4 and 13.0 percent from 0.4, -4.7, and 
1.9 percent, respectively, in December 
2011. This was as a result of high interest 
margins arising from high lending rates.

There was a reduction in leverage

Overall leverage of the banking system, 
measured by total assets over equity, fell 
to 10.1 during the review period from 
19.7 in December 2011. The decline in Risk appetite, as measured by the ratio of 
the overall leverage was driven largely by RWA to total assets fell marginally to 54.0 
the Nigerian banking system, where percent during the review period, from 

Jun-11 Dec-11 Jun-12
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55.5 percent in December 2011. This was in a strong position to meet any 
due to the decline in the ratio in The unexpected demand for cash by 
Gambia and Sierra Leone on account of depositors. 
the slow pace of credit growth. However, 
Ghana, Guinea, Liberia and Nigeria In terms of the ratio of core liquid assets 
recorded increases in the RWA to total to short-term liabilities, there was an 
assets ratio, owing to the general increase to 52.4 percent from 51.0 per 
i m p r o v e m e n t s  i n  t h e  l e n d i n g  cent in December 2011. This was due 
environment. The overall reduction as largely to increases in The Gambia, 
well as level of risk appetite reflected Guinea and Sierra Leone, to 73.7, 82.7 
banks' unwillingness to expand credit and and 26.5 percent, from 73.2, 78.3 and 7.2 
could explain why profitability has been percent, respectively in December 2011. 
low across the zone.

Overall liquidity of the banking system 
remained robust

While the ratio declined in the other 
countries, it remained strong, above 25.0 
percent in all countries. This indicated an 
improvement in banks' ability to meet 
short term obligations. The prevalence of 
the high level of liquidity across the zone is 
reflected by the slow pace of credit 

The liquidity of the banking industry in the growth, and thus, the need to strengthen 
WAMZ continued to be strong. During financial intermediation in the Zone.
the review period, the ratio of core liquid 
assets to total assets was 32.3 percent, 
down marginally from 33.2 percent in 
December 2011. Apart from Liberia, the Efficiency of resource utilization worsened 
ratio of core liquid assets to total assets even though performance of productive 
fell in all member countries, however the assets improved 
liquidity position remained strong. In 
Liberia, the ratio nudged to 31.5 percent During the review period, the ratio of net 
from 30.5 percent in December 2011. On interest margin to gross income improved 
the whole, the banking industry remained significantly to 65.7 percent, from 54.2 

Figure 3.27: Core Liquid Asset/Short term Liabilities

3.5.5 Liquidity 

Figure 3.26: Core Liquid Assets/Total Asset

3.5.6 Financial Margins
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percent in December 2011. This was due compared to 68.8 percent in June 2011 
to increases in all countries with the and 75.0 percent in December 2011. 
exception of The Gambia, where it However, the overall increase was mainly 
declined to 35.4 percent from 37.1 on account of Guinea, where it rose to 
percent in December 2011. This 181.1 percent in the review period, from 
development reflected an improvement 128.0 percent in December 2011. 
in the performance of productive assets Meanwhile, the other countries recorded 
(investment and credit), it also reflected improvements in the efficiency of 
the predominance of high lending rates resource utilization. Non-interest 
across the member countries. expense remained above 50.0 percent of 

gross income, except in The Gambia, 
where it was 39.5 percent. On the whole, 
high non-interest expense that was 
symptomatic of huge overhead cost, 
continued to underscore the low level of 
bank profitability across the zone.

In particular, the incidence of high lending 
rates across the zone may increase credit 
risks and discourage borrowing.

The average net interest rate spread 
declined marginally from 13.8 percent in 
December 2011 to 13.1 percent in June 
2012. This was due mainly to the decline 
in the net spread in Ghana and Sierra 
Leone. In Ghana, the net spread declined 
to 4.9 percent from 9.7 percent in 
December 2011, while in Sierra Leone it 
declined to 4.6 percent from 9.0 percent. 
In the other member countries, net 
interest spread increased and remained 
high (above 10.0 percent), mainly on 

The efficiency of resource utilization by account of high lending rates. Although, 
banks, measured by the ratio of non- net interest spread was generally high, 
interest expense to gross income bank profitability was constrained by huge 
worsened. This was reflected by an overheads of banks and structural 
increase in the ratio to 77.2 percent, bottlenecks in the economies.

Figure 3.28: Net Interest Margin to Gross Income

Figure 3.30: Net Interest  Rate Spread

Figure 3.29: Non-interest Expenses to Gross Income
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The stress test conducted at end-June 2012 evaluated the solvency risks in banking industry 
balance sheet and the stability of the financial system. The results reaffirmed the resilience of 
the industry to shocks. Comparatively, the results showed a slight improvement over 
December 2011 in the areas of credit, FX trading, exchange and interest rate risks, while 
liquidity risk increased marginally.

Credit Risk
The banking industry vulnerability to credit risk maintained a downward trajectory as the 
impact of the most severe shock (200% rise in NPLs) on capital was adequately absorbed 
with a CAR of 11.37 per cent.
 
Liquidity Risk
Liquidity risk was adjudged significant as the impact of a 10 per cent general run on the 
banking industry liquidity resulted in 815 basis points reduction in liquidity ratio from the 
baseline liquidity ratio of 62.65 per cent. The results further showed that small and medium 
banks were less vulnerable to liquidity risk than the big ones.

Interest Rate Risk
The result of the tests on the net position of interest sensitive instruments in terms of “return 
on assets”, and “return on equity” revealed that the entire banking industry, “categorized 
banks” and individual banks maintained a less vulnerable position to interest rate risk.  This 
was because the pre-shock positions (in terms of capital impairment, ROA and ROE) declined 
marginally after the most strained shocks were applied.

Exchange Rate Risk
The result of the stress tests in the period under review was in line with that of December 
2011. The banking industry vulnerability to foreign exchange rate risk, particularly, strained 
exchange rate appreciation shocks was sustained. This was largely due to high FX asset 
position relative to total risk-weighted assets and total qualifying capital which stood at 16.0 
per cent and 85.5 per cent, respectively.

FX Trading Risk
The banking industry was found to be less vulnerable to FX trading risk as the pre-shock 
positions in terms of impact on ROA and ROE declined marginally at extreme shock (100%) 
on FX trading income, due mainly to high net profit positions of the banks relative to size of 
the FX trading income.

It is expected that the on-going banking industry reforms and the current short- to medium-
term monetary policy stance of the CBN would address liquidity and exchange rate volatility 
concerns in the near- to medium-term.

Source: CBN

Box 3.1: 
Stress Test of Nigerian Banks: Summary of Results
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3.6  Cross Border Banking supervisory cooperation, the College of 
Supervisors of the West African Monetary 

The cross-border banking landscape Zone (CSWAMZ) held two statutory 
continued to be dominated by Nigerian meetings during the review period. In 
banks.  At end-June 2012, twelve addition, six Nigerian bank subsidiaries 
Nigerian banks had 68 operating units in (three each in Ghana and Liberia) were 
27 jurisdictions. This comprised 60 full- jointly examined by members of the 
fledged banks, 6 representative offices, a CSWAMZ in the first half of 2012, while 
branch and a regulated investment two subsidiaries were scheduled to be 
banking outfit. In addition, four foreign examined in Sierra Leone in the last 
banks operated subsidiaries in Nigeria. quarter of 2012. The exercise identified 
Within the WAMZ, there are currently six challenges faced as well as risks posed to 
Nigerian banks with twenty-one parent institutions. Seven additional joint 
subsidiaries.  examinations have been scheduled for the 

second half of 2012.
In pursuance of its mandate to promote 
financial stability in the Zone through 

Investment in Foreign Subsidiaries 

Three banks were granted approval to increase investments in their subsidiaries in Sierra 
Leone and the United Kingdom.  However, following the upsurge in requests for additional 
investment in foreign subsidiaries and the impact on the parent company, banks were 
advised to explore any of the following options: 

a. Merger/acquisition with host partners;
b. Source fresh capital in host country; or
c. Submit exit strategy from the foreign subsidiary.

Source: CBN

Box 3.2: 
Other Key Cross-border Banking Developments in Nigeria
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h i s  c h a p t e r  r e v i e w s  gross insurance premiums was estimated 
developments in non-bank at US$ 2.02 billion. In addition, insurance Tfinancial institutions (NBFIs) in the activities were vibrant in all countries 

WAMZ, which constitute about 25.0 during the review period. In Ghana, the 
percent of total assets of financial total number of insurance companies 
institutions. The NBFIs such as stood at 43, consisting of 18 life, 23 non-
microfinance institutions (MFIs),  life and 2 reinsurance companies. 40 
mortgage banks, pension funds and brokerage companies, and one loss 
insurance companies have strengthened adjustment company were also in 
competition in the financial sector operation during the review period. The 
through their savings mobilization arrival of COLINA and SANNU in Guinea 
f u n c t i o n s .  Fu r t h e r m o r e ,  t h e i r  in the first half of 2012 brought the total 
interconnectedness with the banking number of insurance companies 
industry has wider implications for operating in the country to 9. The market 
financial stability since risks can be had a distribution network of 42 brokers 
transmitted from one sub-sector to the and 48 insurance agents. In Nigeria, 59 
other. insurance companies, two reinsurance 

companies, 542 brokers, 48 loss adjuster 
and 1,737 agents were in operation as at 
end June 2012. During the review period, 
10 registered insurance companies were 
in operation in Sierra Leone, with 9 of 
these companies being composite 
companies engaging in both life and non- 
life insurance.  In The Gambia, a new 
insurance company, ELAC (G), was 
licensed during the period, bringing the 
total number of insurance companies to 
12. There are currently 7 brokers and 13 
agents operating in the industry.

The rapid growth in gross insurance 
premiums across the zone indicates the 

The insurance industry in the WAMZ potential of the insurance sector in 
remained buoyant in the first half of 2012. promoting the depth and vibrancy of 
As at the end of 2011, the total size of the financial markets and to make meaningful 

10
4.1 Insurance

Figure 4.1: Gross Insurance Premiums , 2011

CHAPTER 4

NON-BANK FINANCIAL INSTITUTIONS

US$ 355.3 
Million

US$ 23.8 
Million

US$ 1,634.0 
Million

US$ 10.0 
Million

Ghana

Guinea

Nigeria 

Sierra Leone

10  Chart 4.1 covers only four countries (Ghana, Guinea, Nigeria and Sierra Leone) due to the unavailability of data in other 
Member States (The Gambia and Liberia).
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contribution to economic growth. This insurance companies from the Ministry of 
realization, has led some member Transport in keeping with its mandate 
countries to undertake critical insurance under Section 8 of the New FIA of 1999 
reforms to deepen the insurance market and Sections 4 (6) & 5 (1) of the Central 
and enhance the delivery of insurance Bank of Liberia (CBL) Act. Towards this 
services. In Liberia, the Central Bank took end, the CBL has initiated comprehensive 
over the regulatory supervision of insurance reforms (see Box 4.1).

Liberia
The CBL has introduced the following measures under the Insurance Reform Action Plan.

Ÿ Revised minimum capital requirements for composite insurance (life and non-life) companies
Ÿ Appointment of board of directors and managements should be subject to the approval by the 

CBL;
Ÿ Institute adequate risk management policies and procedures to guide operations of insurance 

companies;
Ÿ Mandatory submission of evidence on re-insurance contract(s) to the CBL; and
Ÿ Mandatory external audit and the submission of audit report to CBL

In addition, the CBL was finalizing arrangements with the First Initiative and the World Bank for 
technical assistance to the Insurance Reform Action Plan. The mission will focus on development of 
relevant and contemporary insurance framework laws and regulations on capital adequacy and 
solvency, risk management, corporate governance, internal controls, etc., and capacity building.

Nigeria
The industry regulator NAICOM engaged in the following activities during the review period.

Ÿ Micro Insurance Diagnostic Study: NAICOM in collaboration with GIZ, a German 
Development Agency, and others conducted a survey on Micro insurance Country Diagnostic 
Focus Group Research.  

Ÿ Inspection of Insurance Entities: Thirty-nine (39) insurance brokers were inspected during 
the period under review and a broker was suspended from transacting insurance business. 

Ÿ Risk based Supervision:  The Guideline on Risk Management Framework for insurers and 
reinsurers was released in February 2012 to take effect from July 1, 2012. 

Ÿ International Assessment and benchmarking: NAICOM undertook a self-assessment of the 
Insurance Core Principles to ensure full compliance with ICPs. 

Ÿ Claims & Complaints: In the period under review, 86 new cases were received. 52 cases 
totaling N1,220,645,790.1 were settled during the period. 

Ÿ Activities with other regulators: NAICOM finalized a MoU with the National Insurance 
Commission of Ghana.

Ÿ Financial Inclusion, Micro Insurance and Takaful – NAICOM, in collaboration with the 
GIZ/Access to Insurance Initiative carried out a diagnostic study on the demand and supply gaps 
in micro insurance and Takaful.

Source: CBL & CBN

Box 4.1: 
Recent Insurance Activities in Selected WAMZ Countries
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4.2 Pension

4.3 Other Financial Institutions 
11(OFIs)

public sector making up 75,023 
(48.8percent) and private sector 78,747 

In the review period, member countries (51.2 percent).
of the WAMZ continued to undertake key 
activities to improve the depth and 
efficiency of the pension sub-sector. In 
Ghana, the National Pension Regulatory 
Authority (NPRA) recorded significant The OFIs are emerging as key players in 
progress on the implementation of the the financial sector of member countries. 
new three-tier pension scheme.  The Ghana and Nigeria continued to lead in 
NPRA registered 15 trustees, 15 pension terms of the volume and sophistication of 
fund custodians and 36 pension fund OFIs. Institutions such as securities and 
managers. The Authority also conducted brokerage companies, mortgage finance 
outreach programmes to educate the companies, mutual fund, development 
public on the new pension scheme. The finance companies, etc, that are prevalent 
second-tier contributions are being in Ghana and Nigeria are yet to be 
lodged into an account at the BOG, and developed in the other WAMZ countries. 
licensed fund managers will be required Securities brokerage activities in 
to manage the contributions according to particular, are performed over the 
the set guidelines contained in the counter in the other member countries. 
Occupational and Personal Pension However, in Sierra Leone, with the 
Schemes Regulations (OPPSR). establishment of the stock exchange  in 

2007, three securities brokerage 
At end-June 2012, the number of licensed companies were recently issued licenses.
pension fund custodians (PFCs) and 
pension fund administrators (PFAs) in In Nigeria, the total assets of primary 
operation in Nigeria declined to 4 and 24 mortgage banks (PMBs) increased by 1.2 
from 5 and 31, respectively, due to the per cent to US$ 2.4 billion as at end-June 
withdrawal of the licenses of some PFCs 2012, from US$ 2.3 billion at end-
and PFAs. The PFAs continued their December 2011. PMBs continued to 
functions of opening retirement savings intensify competition for loans and 
account for all employees, manage deposits in the banking system, although 
pension fund investment, as well as their total asset size remained small 
administer retirement benefits. In Sierra (equivalent to 4.5 percent of the total 
Leone, the National Social Security and assets of the banking system). Finance 
Insurance Trust (NASSIT) retained the houses, mortgage companies and unit 
monopoly of administering the pension trusts also increased the competition in 
fund. The activities of NASSIT have been the financial system even though their 
rapidly expanding since its formation in share of total assets remained minuscule. 
2002. During the review period, it had 6 To hasten development of the OFIs, some 
offices comprised of 4 regional offices and member countries continued with the 
2 offices including its head office in the implementation of the key reform efforts 
capi ta l ,  Freetown.  The insured highlighted in the last edition of this 
population in 2010 stood at 153,770 with report.

11  OFIs include Securities and Brokerage Companies, Finance House, Development Financial Institutions(DFIs), Mortgage Finance 
Institutions (MFs), Foreign Exchange Bureaus (FB), Discount Houses (DHs) and Leasing Companies. 
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The CBN undertook a comprehensive risk-based examination of five (5) DHs in Nigeria, to 
identify the reasons why their performance had worsened over the years.

Consequently one DH was rated low, one moderate, two above average and one high risk. The 
high risk rating was due to reported losses as a result of huge deterioration in interest earning 
assets and capital erosion.

The examination report concluded that stiff competition by banks in areas previously reserved 
for DHs was partly responsible for their declining fortunes. 
Source: CBN

Box 4.2: 
Examination of Discount Houses (DHs) in Nigeria

4.4  Financial Inclusion

4.5  Microfinance

Figure 4.2: Total Assets of MFIs

each recorded a banking penetration 
index that was slightly above 0.2 while 

During the review period, member Ghana, Guinea and Sierra Leone recorded 
countries continued to implement policy indices of 0.15, 0.10 and 0.11, 
measures that were aimed at increasing respectively. In relation to the banking 
access to finance. These measures ranged usage index, While The Gambia and 
from the development of national Ghana recorded indices above 0.05, the 
payments systems to setting up of performance of the other countries was 
guidelines for the operations of between 0.00 and 0.25.
microfinance institutions (MFIs) (see, 
WAMZFSR, December 2011). However, 
financial inclusion remained low across 
the Zone owing to structural bottlenecks 
in the domestic economies of member 
countries. All member countries in the 
Zone continued to record a financial 

12inclusion index of less than 0.3 . Although 
bank penetration and bank usage indices 
remained low across the Zone (below 
0.25), it is expected that the policy 
measures being implemented by member 
countries will lead to an improvement. 
Performance of member countries in 
relation to the indices however continues 

Microfinance activities remained robust 
to vary. Nigeria, The Gambia and Liberia 

during the review period, as the total 

12 See glossary for the decision rule on financial inclusion indexes. 
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assets of microfinance institutions (MFIs) 
expanded across the Zone. Total assets of 
MFIs (excluding Sierra Leone) stood at 
US$ 3.3 billion in June 2012, up by 10.3 
percent from US $ 2.9 billion recorded in 
December 2011. The overall asset 
growth was supported by the expansion 
of microcredit/ loans in member 
countries. In addition, the rising number 
of new entrants into the sector as a result 
of recent reforms to increase access to 
credit also contributed to the overall 
expansion in microfinance assets. The 
strong performance was underpinned by 
improved awareness of microfinance by 
stakeholders. Despite these positive 
developments, the microfinance sector 
continued to be confronted with key 
challenges including weak surveillance of 
MFIs, inadequate or lack of reliable 
internal  control  and accounting 
information system in some MFIs, the lack 
of proper synergy between banks and 
MFIs, and poor risk assessment and 
inefficient loan recovery procedures by 
MFIs.
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his chapter reviews the financial Financial Analysis and Surveillance System 
systems infrastructure, which is (e-FASS). The Gambia recently installed Tmade up of  the f inancia l  the latest version of e-FASS (V-RegCoSS). 

institutions, instruments, rules and Guinea, Liberia and Sierra Leone were yet 
standards for financial intermediation, to automate their banking supervision 
that constitute the foundation upon processes, Liberia and Sierra Leone were 
which the financial system operates. A however, seeking funding to implement 
strong and vibrant financial system the e-FASS (V-RegCoSS). In particular, 
infrastructure is both a necessary and Liberia undertook a study tour to The 
sufficient condition for the effective and Gambia in order to gain a comprehensive 
efficient functioning of the financial understanding of the e-FASS technology, 
system. In addition financial soundness and prepare a report for the attention of 
and stability is greatly enhanced by management and donors. Guinea had 
financial system integrity, financial invited the vendors for a demonstration 
inclusion, efficient payments and of the Software so that the authorities can 
settlement system, as well as by financial have an appreciation of the system.
regulation, supervision and reporting. 

WAMZ member countries continued to 
make concerted efforts toward the 
institutionalization of sound corporate 
governance principles in all banks in the 

In the review period, Member States Zone. Liberia issued a new corporate 
continued to strengthen and implement governance regulation, while The 
the laws regulating the establishment and Gambia, Ghana and Guinea were in the 
operations of banks and non bank process of doing same. Risk-based 
financial institutions, as well as those supervision (RBS) was fully entrenched in 
governing the operations of the capital Ghana, Liberia and Nigeria. The Gambia 
markets and payments system. The level was gradually migrating to RBS from 
of compliance with prudential guidelines compliance based supervision, while 
increased significantly, as member central Guinea and Sierra Leone were still 
banks in the Zone remained adequately practicing compliance based supervision. 
empowered to enforce strict sanctions All the countries in the WAMZ were at 
(including withdrawal of operating various stages of migration to the IFRS, 
licenses). Basel II and Basel III. 

Ghana and Nigeria continued with the Six Nigerian bank subsidiaries (three each 
upgrading of the existing Electronic in Ghana and Liberia), were jointly 

5.1 Financial Regulation, Supervision 
and Reporting

CHAPTER 5

FINANCIAL POLICY AND INFRASTRUCTURE
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examined by bank supervisors from the Ÿ Strong compliance culture with  
Central Bank of Nigeria and the host AML/CFT that is shared and reinforced by 
countries in the review period.  The governments, financial institutions, 
Central Bank of Nigeria signed a designated non financial businesses and 
c o o p e r a t i o n  a g r e e m e n t  w i t h  professions, industry trade groups and 
Commission Bancaire de l'UMOA, while Self Regulatory Organization (SROs); 
the other countries in the Zone were in 
the process of doing same. Ÿ Measures to combat corruption; 

A draft guideline for the regulation and Ÿ Efficient courts system that ensures 
supervision of microfinance institutions in that judicial decisions are properly 
the WAMZ was prepared, awaiting the enforced; 
approval of the College of Supervisors of 
the West African Monetary Zone Ÿ High ethical and professional 
(CSWAMZ). When finalized, the requirements for public office holders; 
document will be used as the basis for and 
developing and/or strengthening the 
regulatory and supervisory frameworks Ÿ Mechanism for ensuring ethical and 
for microfinance within the WAMZ. professional behavior on the part of 

professionals in the private sector.

In the review period, member states of 
the WAMZ continued to demonstrate Access to credit information is on the 
commitment towards combating money increase in the Zone. The Gambia, 
laundering and the financing of terrorism. Ghana, Nigeria and Sierra Leone operate 
Member central banks in the Zone are private credit reference bureau. The 
currently studying the implications of the  Central Bank of Nigeria complements the 

 40+9 Financial Action Task Force (FATF) efforts of the private credit reference 
recommendations for Anti Money bureau in the country with its Credit 
Laundering/Combating the Financing of Reference Management System (CRMS). 
Te r r o r i s m  ( A M L / C F T )  r e l a t e d  In the review period, there was increased 
investigations, as the need for improved awareness of the product offerings of 
compliance with the FATF is being these bureau, (which include customer 
stressed within the Zone. Key structural c r e d i t  r e p o r t s ,  s c o r i n g / r a t i n g ,  
elements of the FATF were put in place referencing/risk assessment and identity 
across the WAMZ. These include: verification), as the total number of 

borrowers increased by 8.9 percent to 
Ÿ Sound and sustainable financial sector 84,090 at end-June 2012 from 77,246 at 
policies and a well developed public end-December 2011. Total outstanding 
sector infrastructure; credit also declined marginally by 0.3 

percent to US$ 29.4 million in June 2012 
Ÿ Guidelines for transparency and good from US$ 29.5 million in December 2011. 
governance; Although it will make for good argument 

5.2 Financial Integrity
(Intelligence/Surveillance) 5 . 3  A c c e s s i b i l i t y  t o  C r e d i t  

Information
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that the private credit reference bureau is In Guinea, the accounting software for the 
facilitating transparency in the lender- central bank had been procured, 
borrower relationship across the Zone, alongside some hardware infrastructure, 
as evidenced by the reduction in the and the data recovery site had been 
volume of NPLs, it is however likely that completed. The cheque harmonization 
their operations will lead to increase in process also reached advanced stages. 
cost of borrowing and credit turnaround On completion, it will pave the way for 
time.  Fast track commercial courts are migration to the MICR chequing system. 
now operational in Ghana, Liberia and In Liberia, in addition to completing work 
Sierra Leone, while plans have reached on the primary and disaster recovery 
advanced stages to establish same in the sites, as well as institutional capacity 
Gambia, Guinea and Nigeria. This will deve lopment ,  an  in f ras tructure  
take care of the problems associated with contractor has been engaged, and a 
collateral realization in the event of loan payments system bill has been presented 
default, which is usually encountered by to parliament for passage into law. In 
deposit money banks and other collateral S i e r ra  Leone ,  the  User-Needs  
based lenders. identif ication exercise has been 

completed. Super User on and off-site 
training for IT and operations staff, as well 
as scoping for Temenos T24 banking 
application has been completed. The 

The on-going AfDB funded payments training on SWIFT for Real Time Gross 
system infrastructure development Settlement (RTGS) and Scriptless 
project in the Gambia, Guinea, Liberia Securities Settlements (SSS) for Bank of 
and Sierra Leone, as well as the recent on- Sierra Leone and deposit money banks IT 
going update of the technology in Ghana and operations staff has since been 
and Nigeria, underscores the importance completed. All installations for the 
of an effective and efficient payments and primary and disaster recovery sites have 
settlement system infrastructure in the also been completed. The Bank of Ghana 
WAMZ, especially with the common was in the process of introducing a 
Central Bank and single currency for the national switch that will integrate the 
Zone still in focus. The project has since biometric e-zwitch systems with other 
gone live in the pilot site (the Gambia), card types offered by deposit money 
causing financial transactions to shift from bank, thereby allowing interoperability of 
the traditional cash and paper-based all card types. The Ghana Interbank 
modes of payments and settlement to a Settlement System has since been 
network of sophisticated technology upgraded to 'Release7' of the SWIFT 
driven systems. The Gambia now enjoy software platform. In Nigeria, the Central 
convenient banking through the use of Bank continued with the implementation 
Automated Teller Machines (ATMs) and of the Payments System Vision 2020 (PSV 
electronic cards. 2020).

5.4  Developments in the Payments 
   System
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uring the review period, the compensate for the high NPLs, leaving 
banking system made significant banks in strong position to mitigate credit Dprogress as a result of stable risk. Also, observed capital levels 

macroeconomic policies, robust real remained much higher than the 
economic growth and enhanced regulatory minimum for most banks in the 
regulatory and supervisory environment. Zone. In addition, there was significant 
Overall, the financial system in the WAMZ improvement in the overall financial 
remained stable, notwithstanding soundness of the banking industry. Banks 
heightened financial vulnerabilities in the remained very liquid, while the capital 
global economic environment. The adequacy ratios were well above the 
balance sheet of the banking industry minimum requirement in all member 
expanded on account of the increase in countries. The improvement in the 
bank cred i t .  However,  depos i t  liquidity and capitalization levels was 
mobilization declined due to low deposit consistent with the augmentation of 
rates and increased competition from banks' capital to match the risks 
NBFIs. On the flip side, deposit-taking in undertaken as well as business forms.  
foreign currency grew marginally, 
indicating higher preference for foreign Despite the general strengthening in the 
currency assets on the part of depositors. financial soundness of banks, the 
This shows, to some extent, the increase downside risks to financial stability 
in the currency depreciation expectations reported in the last edition of the FSR 
in these countries, as a result of increased were still prevalent. These include high 
uncertainty. The quality of the credit operating cost, high lending rates and 
portfolio improved during the review increasing market risks. High operating 
period, due to the strengthening in banks' cost reflecting inefficiencies in the banking 
credit risk management as well as system have resulted in generally low and 
improvements in the macroeconomic declining profitability levels across the 
e n v i r o n m e n t ,  w h i c h  e n h a n c e d  zone. Contractionary monetary policy in 
borrowers' repayment capacity. response to rising inflation has continued 
 to raise interest rates in some countries, 
Nevertheless, for most countries in the thus increasing the probability of loan 
Zone, the NPLs ratio can still be default that may undermine the quality of 
considered high (above 10 percent). bank loan portfolios in the future. Also, 
Meanwhile, the level of capital  high interest rates have led to a general 
c o m m i t m e n t  ( P r o v i s i o n s  l e s s  r i s e  i n  i n t e r e s t  m a r g i n s ,  b u t  
NPL/Capital) which generally improved, counterbalanced by higher administrative 
suggests that provisions are enough to expense, thereby, further constraining 

CHAPTER 6

CONCLUSION: AN OVERALL ASSESSMENT
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profitabi l ity. The continued low architecture of member countries 
profitability may erode capital and through the developments of national 
undercut stability of banks. This payments  sy s tem,  adopt ion  o f  
underscores the need for banks to international financial standards (IFRS, 
enhance profit opportunities by seeking RBS and Basel II) and promotion of 
firms and business areas with high growth financial integrity (AML/CFT) would 
potential. In addition, improving support and enhance financial stability, 
efficiency through a reduction in going forward. 
operating costs, and by enhancing the 
effectiveness of credit risk management 
could strengthen bank profitability. On 
the other hand, the increase in foreign 
exchange exposure (in terms overall net 
open position in foreign exchange to 
capital), in addition to high lending rates, 
represents the key sources of market 
risks for banks. In particular, the 
continued currency depreciation of some 
WAMZ countries could adversely affect 
bank balance sheets and weaken financial 
stability. This emphasizes the need to 
strengthen asset/liability management 
and prudential regulation on foreign 
exchange, in order to mitigate the 
potential market risks.

The operations of the NBFIs continued to 
improve through the intensification of 
competition for deposits, thereby 
increasing the depth and liquidity of the 
financial system. Microfinance assets have 
grown remarkably on account of the 
expansion in microcredit, the entry of 
new MFIs and reforms to improve 
financial inclusion. In addition, insurance 
companies and pension funds remained 
critical to financial stability and future 
economic growth, given the rapid growth 
in their assets. The relentless pursuit to 
strengthen the f inancia l  system 
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Basel II: A 2004 accord among national Basel Committee on Banking Supervision 
bank supervisory authorities (the Basel (BCBS): A committee of banking 
Committee on Banking Supervision) that supervisory authorities that provides a 
revised the Committee's 1988 adequacy forum for regular cooperation on banking 
standards with regard to bank capital for supervisory matters. Its objective is to 
credit risk and introduced capital enhance  unders t and ing  o f  key  
requirements for operational risk. Basel II supervisory issues and improve the 
made the capital requirement more quality of banking supervision worldwide. 
sensitive to variations in the riskiness of The BCBS also develops guidelines and 
the bank's assets. Basel II also revised its supervisory standards in various areas, 
recommended supervision processes and including the international standards on 
increased disclosure by banks. Pillar 1 of capital adequacy, the Core Principles for 
the Basel Accord covers the minimum Effective Banking Supervision, and the 
capital adequacy standards for banks; Concordat on cross-border banking 
Pillar 2 focuses on enhancing the supervision.
supervisory review process; and Pillar 3 
encourages market discipline through Capital Adequacy Ratio (CAR):  
increased quantitative and qualitative measures the equity capital of banking 
disclosure of banks' risk exposures and institutions expressed as a percentage of 
capital adequacy. weighted of risky assets (assumed risk 

level). It is used to protect depositors, by 
Basel III: A comprehensive set of reform strengthening the ability of banks to 
measures introduced in the aftermath of absorb short and long-term losses, and to 
the global financial crisis to improve the provide for unexpected losses. The Basel 
banking sector's ability to absorb financial Committee on Banking Supervision 
and economic shocks, enhance banks' risk recommends 8 percent for banks that 
management and governance, and operate internationally but smaller banks 
increase banks' transparency and in developing countries may require a 
disclosure. These measures revise the higher percentage.
existing definition of regulatory capital 
under the Basel Accord, enhance capital Core liquid assets to total assets: gives 
adequacy standards, and introduce, for an indication of the level of liquidity 
the first time, minimum liquidity adequacy required to meet expected and 
standards for banks. See also Capital unexpected demand for cash.
adequacy ratio (CAR).

Core liquid assets to short term 
liabilities: measures liquidity mismatch 

GLOSSARY
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of assets and liabilities to show the extent dimension. The decision rule states that 
by which banks can meet short-term financial inclusion is high, medium and low 
obligations. when the IFI > 0.5, 0.3 < IFI < 0.5, and 

IFI ≤ 0.3, respectively.   
Credit risk: The risk that a party to a 
financial contract will incur a financial loss Leverage: is defined as total assets 
because a counterparty is unable or divided by equity, and measures the 
unwilling to meet its obligations. degree to which the banking system is 

utilizing borrowed money. High leverage 
Financial intermediation margin: may increase the risk of bankruptcy if 
measured as the ratio of net interest banks are unable to make payments on 
margin to gross income, it shows the debt, but it may also increase return on 
performance of productive assets (credit equity” and the tax associated with 
and investment) in relation to total borrowing.
earnings. In other words, it reveals the 
efficiency of banks' decision making. Liquidity: defined as the amount of 

bank's asset adjusted for risk. It shows the 
Index of Financial Inclusion (IFI): exposure to risks in terms of the level of 
measures access to financial services by loan losses that the bank is willing to 
incorporating information on several accept without running into difficulties.
aspects, such as bank penetration, 
availability and usage of the financial Liquidity risk: The risk that increases in 
system. The advantage of the IFI is that it assets cannot be funded or obligations 
is easy to compute and allows for cross- met as they come due, without incurring 
country comparism. It is computed using unacceptable losses. Market liquidity risk 
the following formula: is the risk that asset positions that are 

normally traded in reasonable size with 
little price impact can only be transacted 
at a substantial premium/discount, if at all. 

Where; W1 = Weight attached to first Funding liquidity risk is the risk that 
d imens ion (banking solvent counterparties have difficulty 
penetration) borrowing immediate means of payment 

  D1 = Banking penetration (No to meet liabilities falling due.
of bank branches/1000 
inhabitants) Member Central Banks: refers to 

W2 = Weight attached to central banks of WAMZ countries.
second dimension (usage 
of financial services) Member States: refers to countries of 

 D2 = Share of private sector the WAMZ, namely: The Gambia, Ghana, 
credits in GDP Guinea, Liberia, Nigeria, and Sierra 

  N    = Number of dimensions Leone.

W is given any weight between 0 and 1 National Switch: is a common platform 
based on the importance of the through which all banks interconnect 

 
(W1 –  D1)² + (W2 –  D2)²)/√N  
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their Automated Teller Machines (ATMs) Provisions Coverage: is defined as the 
and Points of Sale (POS) with other amount that is set aside to cater for bad 
financial products. loans expressed as a proportion of total 

capital.
Net open position:  shows the net short 
and long positions of each currency other Return on Assets (ROA): measures the 
than the reporting country's currency and performance of banks in terms of average 
the net long or short position in gold total assets. It indicates a bank's capacity 
converted at spot rates into the reporting to use all its resources (real and financial) 
country's currency. The net short and net to generate income in a period.
long positions are summed separately to 
give the total net short position and the Return on Equity (ROE): measures the 
total net long position respectively. The performance of banks in terms of own 
higher of these two totals is taken as the funds and reflects the return obtained 
overall net foreign exchange position. from shareholders' contribution. 

Net interest spread: defined as the 
nominal average difference between 
borrowing and lending rates, without 
compensating for the differences the 
amount of earnings and borrowed funds.     

Non-interest expense to gross income: 
measures the size of administrative 
expenses in gross income. It shows the 
efficiency of bank's use of resources.

Non-performing Loans (NPLs): Loans 
for which the contractual payments are 
delinquent, usually defined as being 
overdue for more than a certain number 
of days (e.g., more than 30 or 60 or 90 
days). In Member States, a loan is overdue 
after 90. Prudential regulation in Member 
States consider single digit NPLs as the 
acceptable level for banks. 

Productive assets: implies interest 
earning or income generating assets of 
banks. For the purpose of this report 
productive assets are typically the 
investments held by banks and credit 
extended by banks.
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ACGSF – Agricultural Credit Guarantee Scheme Fund
ACSS – Agricultural Credit Support Scheme
AfDB – African Development Bank
AMCON – Asset Management Corporation of Nigeria
ATM – Automated Teller machine
BCP – Basel Core Principles
BCRG – Banque Centrale de la Republique de Guinea
BSL – Bank of Sierra Leone
CAB – Current Account Balance
CAR – Capital Adequacy Ratio
CB – Community Bank
CBA – Core Banking Application
CBG – Central Bank of the Gambia
CBL                –          Central Bank of Liberia
CBN – Central Bank of Nigeria
CRMS – Credit Risk Management System
CSWAMZ – College of Supervisors of the West African Monetary Zone
DFI – Development Finance Institutions
DMB – Deposit Money Banks
DRC – Democratic Republic of Congo
ECB – European Central Bank
ECOWAS – Economic Community Of West African States
EME – Emerging Market Economies
ETF – Exchange Traded Funds
FED – Federal Reserve Bank of the United States of America
FH – Finance Houses
FIA – Financial Intelligence Act
FSA – Financial Services Association
FSI – Financial Stability Institute
FSR – Financial Stability Report
GAIC – German Agency for International Cooperation
GDP – Gross Domestic Product
GIABA – Inter Governmental Action Group against Money Laundering and

Financing of Terrorism in West Africa
GSE – Ghana Stock Exchange
IFC –  International finance Company
IFRS –  International Financial Reporting Standard
IMF –  International monetary Fund

Explanation of Acronyms and Abbreviations
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IT –  Information Technology
MB                  – Mortgage Banks
MDRI             – Market Development and Restructuring Initiative
MFB – Micro Finance Banks
MFI – Micro Finance Institutions
MICR – Magnetic Ink Character Recognition
MITAF – Micro Finance Investment and Technical Assistance facility
MoU – Memorandum of Understanding
NAICOM – National Insurance Commission (Nigeria)
NPRA - National Pension Regulatory Authority
NASSIT – National Social Security and Insurance trust (Sierra Leone)
NBFI – Non Bank Financial Institutions
NDA – Net Domestic  Assets
NFA – Net Foreign Assets
NIC – National Insurance commission (Ghana)
NIRSAL – Nigeria Incentive-based Risk Sharing system for Agricultural 

Lending
NPRA – National Pension regulatory Authority (Ghana)
NSE – Nigeria Stock Exchange
OFI – Other Financial Institutions
PCB – Private Credit bureau
PCRB – Private Credit Reference Bureau
PENCOM – Pension Commission (Nigeria)
PFA – Pension Fund Administrators (Nigeria)
PFC – Pension Fund Custodian
PFM – Pension Fund Managers (Ghana)
POS – Point Of Sale
PSV – Payments System Vision
RBS – Risk Based Supervision
ROA – Return On Assets
ROE – Return On Equity
RTGS – Real Time Gross Settlement
Rupees – Indian currency
RWA – Risk Weighted Assets
SEC – Securities and Exchange Commission
SMG – Societe Monetique de Guinea
SSNIT – Social Security and National Insurance Trust (Ghana)
SSS – Scriptless Securities Settlement
SWIFT - Society for Worldwide Interbank Financial Telecommunications
T24 – Temenos twenty four hours nonstop banking application
UBA – United Bank for Africa
US – United States
USA – United States of America
USAID – United States Aid
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US SEC – United States Securities and Exchange Commission
UN – United Nations
UNSCR – United Nations Security Council Resolutions
Yen – Japanese currency 
Yuan – Chinese currency
WAMZ – West African Monetary Zone
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APPENDIX 1: SELECTED BANK INDICATORS

Country

Total Assets 

(Million $)

Assets/Bank 

(Million $)

Assets/Branches 

(Million $)

The Gambia 661.0
                

50.8
             

8.6
                     

Ghana 13,143.1
           

525.7
            

38.1
                   

Guinea 1,352.0
             

113.0
            

20.0
                   

Liberia 783.0
                

87.0
             

11.9
                   

Nigeria 126,386.2
          

6,017.5
         

25.0
                   Sierra Leone 718.6

                

55.3

             

8.3

                     WAMZ 143,043.9

          

6,849.3

         

111.9

                  

Total Assets of the Banking System in the WAMZ, June 2012

Country Jun-11 Dec-11 Jun-12

The Gambia 181.2          181.0            163.2             

Ghana 5,143.2        6,037.7          5,968.1           

Guinea 220.0          445.0            326.0             

Liberia 201.6
          

223.0
            

239.5
             

Nigeria 47,574.1
      

47,853.6
        

49,799.2
         

Sierra Leone 216.9
 

244.9
 

250.2
 

WAMZ 53,537.0
 

54,985.2
 

56,746.2
 

Total Bank Credit in the WAMZ (Million $)

Country

Total Liabilities 

(Million $)

Liabilities/Bank 

(Million $)

Liabilites/Branches 

(Million $)

The Gambia 573.1

 

44.1

 

7.5

                     

Ghana 11,409.8

 

438.8

 

33.1

 

Guinea 1,352.0

 

104.0

 

20.0

 

Liberia 678.7

 

75.4

 

10.3

 

Nigeria 126,368.2

 

6,017.5

 

25.0

 

Sierra Leone 718.6

 

55.3

 

8.3

 

WAMZ 141,100.4

 

6,735.1

 

104.1

 

Total Liabilites of the Banking System in the WAMZ,  June 2012

A.

B.

C.



Country Jun-11 Dec-11 Jun-12

The Gambia 427.4 435.5 437.8 

Ghana 9,061.8 10,323.2 9,631.0

Guinea 1,104.1 1,164.0 1,075.1

Liberia 440.0 494.0 520.4 
Nigeria 75,785.2

 
80,327.4

 
61,517.1

Sierra Leone 488.6
 

526.1
 

537.2
 

WAMZ 87,307.1
 

93,270.2
 

73,718.6

Total Deposits of the Banking System in the WAMZ (Million $)

Country

Minimum Capital 
($ Million)

Average 
Capital ($ 
Million)

Number of Bank 
with Capital 
Greater or Equal 
to Average

% of Bank with Capital 
Greater or Equal to 
Average

The Gambia 5.2
                       

6.8
                  

3.0
                      

23.1
Ghana 40.8

                     
39.5

                 
9.0

                      
36

Guinea 7.2
                       

7.2
                  

6.0
                      

42.8
Liberia 10.0                     11.6                 4.0                      44.4
Nigeria 165.2                   750.1               7.0                      33.3
Sierra Leone 4.2                       8.9                  5.0                      38.5

Banking Capitalization Indicators, June 2012

Country

Regulated Capital 
Adequacy Ratio 
(CAR)

Average CAR % of Banks with 
CAR Greater or 
Equal to Average

Average Equity/Total 
Assets (%)

The Gambia 10.0                     24.8                 92.3                    13.5                              

Ghana 10.0                     17.5                 46.2                    13.6                              

Guinea 10.0                     22.8                 38.5                    8.5                               
Liberia 10.0                     26.1                 77.8                    16.5                              
Nigeria 10.0                     5.0                  66.7                    3.0                               
Sierra Leone 15.0                     25.9                 61.5                    14.1                              

Total Region 10.8                    20.3                63.8                   11.5                             

Capital Adequacy Indicators in Percentages, June 2012
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D.

E.

F.



Country Jun-11 Dec-11 Jun-12

The Gambia 41.3 14.7 28.6 

Ghana 38.6 35.3 47.7 

Guinea 3.1 3.0 3.0 

Liberia 36.0
 

45.0
 

45.1
 

Nigeria 34.7
 

14.8
 

6.8
 

Sierra Leone 24.0
 

21.4
 

17.5
 

WAMZ 29.6
 

22.4
 

24.8
 

 Provisions - NPL/Capital (%)

Country Jun-11 Dec-11 Jun-12

The Gambia 12.7
 

12.6
 

13.8
 

Ghana 16.4
 

14.2
 

13.2
 

Guinea 4.7
 

2.8
 

5.0
 

Liberia 18.5
 

20.8
 

19.6
 

Nigeria 10.3
 

4.9
 

4.3
 Sierra Leone 15.7

 

15.1

 

14.2

 WAMZ 13.1

 

11.7

 

11.7

 

NPLs/Gross Loans (%)

Country Jun-11 Dec-11 Jun-12

The Gambia 93.5 98.4 78.5 

Ghana 1,000.3 1,065.1 988.9 

Guinea 114.2 125.0 160.0 

Liberia 103.0 103.4 104.2 
Nigeria 3,883.5

 
16,316.6
 

15,201.8

Sierra Leone 97.2
 

100.6
 

116.2
 

WAMZ 5,291.7 17,809.1 16,649.6

Commercial Bank Equity in the WAMZ (Million $)
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G.

H.

I.



Country Jun-10 Jun-11 Jun-12 Jun-10 Jun-11 Jun-12

The Gambia 42.3
                     

43.7
                 

46.9
                    

63.9
                              

68.1
              

73.7  
Ghana 25.3

                     
37.2
                 

42.3
 

50.8
 
46.9

 
58.3  

Guinea 43.9
                     

42.3
 

43.8
 

84.9
 
78.3

 
82.7  

Liberia 31.0
                     

33.0
 

31.5
 

59.0
 
65.3

 
45.2  

Nigeria 17.7
                     

36.5
 

24.0
 

19.4
 
25.7

 
28.0

 Sierra Leone 6.7
 

5.8
 

5.4
 

7.9
 
6.9

 
26.5

 WAMZ 27.8 33.1 32.3 57.2 58.2 52.4
 

Liquidity Indicators in the WAMZ
Core Liquid Asset/Short term LiabilitiesCore Liquid Assets/Total Asset

Country Jun-11 Dec-11 Jun-12

The Gambia 5.8                       37.1                 35.4                    

Ghana 46.5                     47.2 46.9 

Guinea 156.3                   152.9 155.0 

Liberia 3.8                       3.8 40.0 
Nigeria 27.9

                     
36.1
 

64.6
 

Sierra Leone 49.3
                     

48.2
 

52.0
 

WAMZ 48.3
                     

54.2
 

65.7
 

Net Interest Margin/Gross Income (%)

Country Jun-11 Dec-11 Jun-12

The Gambia 15.5                     15.5 15.5                    
Ghana 4.8

                       
9.7
 

4.9
 

Guinea 12.5
                     

20.5
 

22.9
 

Liberia 11.0
                     

11.0
 

11.0
 

Nigeria 11.6
                     

17.0
 

19.6
 Sierra Leone 4.7

                       
9.0
 

4.6
 WAMZ 10.0

                     

13.8

 

13.1

 

Interest Spread (%)

J.

K.

L.
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Country Jun-11 Dec-11 Jun-12

The Gambia 35.5                     59.5                 39.6 
Ghana 42.5

                     
52.9
 

50.9
 

Guinea 141.0
                   

128.3
 

181.0
 

Liberia 94.9
                     

77.0
 

73.0
 

Nigeria 42.7
                     

75.2
 

64.8
 Sierra Leone 56.1

                     
57.3
 

54.1
 WAMZ 68.8

                     

75.0

 

77.2

 

Non-interest Expense/Gross Income (%)

M.
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APPENDIX 2: SURVEY OF MONETARY POLICY 
RATES IN SELECTED COUNTRIES

49

Jun. 11 Apr. 12

Ghana 13 12.5 12.5 13.5 13.5 14.5 14.5 15

5.5 5.5

18 18

12 12

9.75 9

5 5

0.25 0.25

0.1 0.1

1 1

8.5 8

8 8

6.56 6.56

0.5 0.5

Indonesia

0.5 0.5

6.75 6 6 5.75 5.75 5.75 5.75 5.75

UK

0.5 0.5 0.5 0.5

8 8

China

6.31 6.56 6.56 6.56 6 6

Russia

8.25 8 8 8

1 1

India

7.5 8.5 8.5 8.5 8 8

Euro Area

1.25 1 1 1

0.25 0.25

Japan

0 0.1 0.1 0.1 0.1 0.1

USA

0.25 0.25 0.25 0.25

8.5 8.5

Chile

5.25 5 5 5 5 5

Brazil

12.25 11 10.75 10.75

18 18 18

Nigeria

8 12 12 12 12 12

Kenya

6.25 18 18

S. Africa

5.5 5.5

12-May Jun. 12

5.5 5.5 5.5 5.5

Dec.11 Jan. 12 Feb.12 Mar.12

 

Country
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APPENDIX 3: SELECTED MACROECONOMIC 
INDICATORS IN THE WAMZ (ZONE-WIDE)

2009 2010 2011 2011 2012

June June

Output and prices

Real GDP growth (%) 6.4 7.7 8.7 8.2 6.4

Nominal GDP ($mil) 199,531.0 233,970.8 152,850.9 284,008.1 153,932.4

Inflation Rate (end of Period) 13.5 12.4 11.6 11.2 12.6

Money and credit

Money Supply (M2+) growth (% change) 4.5 8.9 12.3 11.6 7.6

Velocity (Nom. GDP/M2+) 2.4 2.6 1.6 2.9 1.5

External sector

Gross International Reserves ($mil) 46,452.0 38,082.1 38,500.0 39,808.6 41,098.7

Gross International Reserves (in months of import) 13.9 7.0 6.2 5.7 6.0

Governments Fiscal operations 

Tax Revenue ( % of GDP) 12.0 12.3 12.6 13.1 13.0

Salary mass/Total tax revenue 35.6 41.2 41.9 37.8 41.8

Public Investments from domestic receipts 22.6 13.6 7.3 11.9 7.2

Captital Expenditures / Total Expenditures 21.8 12.9 7.9 12.7 8.3

Expenditure (% of GDP) 22.7 28.8 24.2 24.5 24.0

Fiscal Balance includ. Grants ( % of GDP)** 3.3 5.9 2.0 2.3 1.4

Fiscal Balance excl.Grants ( % of GDP)** 3.8 6.3 2.2 2.7 1.8

Source: WAMZ Authorities and WAMI Staff 

(**)  (+) means deficit and (-)means surplus
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