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CHAPTER 1 – GENERAL INTRODUCTION 

 

Defining financial stability has generated extensive debate among economists 

and regulatory authorities all over the world. Various countries and regions have 

adopted different definitions. For instance, the Bank of England defines1 financial 

stability as the ability of the financial system to sustain the supply of key financial 

services to the economy even in the face of material shocks. Despite the various 

definitions of financial stability, an essential commonality in most definitions is the 

ability of the system to withstand shocks, and to ensure normal operations over 

time.  In order to accomplish the goal of achieving financial stability, the main 

vulnerabilities and risks affecting the system must be identified and measured so 

as to undertake the necessary corrections in time. Thus, financial stability analysis 

constitutes a very useful tool to evaluate and monitor on-the-spot performance of 

financial systems, thereby enabling the identification of future trends and risks, in 

order to avoid those which could threaten or undermine financial stability. In this 

report, financial stability is understood as a condition in which the financial system 

provides an efficient, secure and uninterrupted payment service hence 

contributing to better resource allocation and macroeconomic stability in the 

WAMZ. 

 

The report is a joint effort by the members of the College of Supervisors of the 

West African Monetary Zone (CSWAMZ)2 to have a periodic report that explains 

the main features, performance, strength and vulnerabilities of the financial 

systems within the West African Monetary Zone (WAMZ). The effort to publish this 

report hinges on the statutory provisions of member central banks which 

generally stipulate the responsibility of maintaining price stability, including 

promoting sound performance of the financial system. It is also anchored on the 

cooperation agreements between member states to promote financial system 

stability by enhancing cooperation, information sharing and coordination 

amongst bank supervisors in the Zone. The experience of the recent global 

financial crisis has brought to the fore the realism that financial instability has high 

social and economic costs and is critical to maintaining price stability.  

 

The analysis in this report is based on typical financial soundness indicators. The 

overall emphasis is on the banking sector, given the fact that it dominates the 

financial system in all member-countries. The report also analyses developments 

in the money, capital, insurance companies, microfinance banks and pension 

funds markets. The extent of coverage of the other financial sector actors in the 

report however, depends on the availability of data and resources. It is expected 
                                                                                                                         

1 Bank of England, Financial Stability Report 2009 
2 The CSWAMZ comprises the Directors of Banking Supervision of The Gambia, Ghana, 

Guinea, Liberia, Nigeria and Sierra Leone. 
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that the financial stability report will be produced semi-annually to provide 

information on recent macroeconomic and financial issues that can affect the 

stability of the financial system in the Zone.  

 

The report is organised as follows: Chapter two reviews global and domestic 

macro- economic and financial developments while Chapter three contains 

developments in financial markets in the Zone. Chapter four analyses the general 

condition of the banking system in the WAMZ in terms of the behaviour of the 

main accounts (asset and liabilities) and also contains an analysis of financial 

soundness indicators. Chapter five describes developments in the non-bank 

financial institutions, while Chapter six describes the financial system infrastructure 

in the WAMZ. Chapter seven concludes the report. 

 

It is important to note that all data used in this report have been converted to US 

dollars in order to facilitate comparison between countries as well as calculating 

averages and totals for the Zone.  
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CHAPTER 2 – OVERVIEW OF MACRO-FINANCIAL 

DEVELOPMENTS  

2.0  INTRODUCTION 

This sections reviews developments in the global and regional macro-economic 

and financial environment in order to assess the impact of these developments 

on the stability of the financial system in the Zone.  

 

2.1  INTERNATIONAL DEVELOPMENTS 

2.1.1 Output  

Global output growth in the first half of 2011 moderated to 4.3 per cent from 4.7 

per cent recorded in the first half of 2010, following a deceleration of growth in 

the advanced economies, particularly the Japanese economy that suffered from 

the devastating impact of the tsunami, earthquake and nuclear crisis culminating 

in supply-side disruptions. The Greek debt crisis and its contagion effect on other 

member-states in the Euro-Zone as well as the sweeping political turmoil in the 

Middle East and North Africa (MENA), also contributed to the slowdown in global 

growth. In the advanced economies, output grew by 2.2 percent (against a 

projected growth rate of 2.7 percent). The subdued growth was attributed to the 

increase in global oil prices, which reduced real household incomes and private 

consumption. However, growth was projected to improve to 2.5 percent in the 

second half of 2011, due to growth in household domestic demand. (WEO June 

2011) 

 

The slowdown in growth was somewhat limited in developing and emerging 

economies, following moderate disruption in the global supply-chain and 

destocking arising from uncertainty in demand from advanced economies. 

Although China and India recorded estimated growth rates of 9.5 per cent and 

7.8 per cent respectively, overall growth in developing and emerging economies 

declined to 6.4 per cent in 2011 from 7.3 per cent in 2010, due to decline in 

growth in Developing Asia and Latin America and the Caribbean (LAC). In 

Developing Asia, output growth declined from 9.6 per cent in 2010 to 8.4 per cent 

in 2011 while in LAC, output growth declined from 6.1 percent in 2010 to 4.6 

percent in 2011. Similarly, output growth decelerated in the MENA region from 4.4 

per cent in 2010 to 4.0 percent in 2011. However, estimates for the second half of 

2011 indicate improvement, as some of the oil and mineral-producing states in 

the region are expected to resume full operations. (WEO June 2011) 

  

Output growth in Sub-Sahara Africa (SSA) remained relatively strong, declining 

marginally from 5.4 per cent in 2010 to 5.2 per cent in 2011. Robust domestic 
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demand and rising commodity export revenue, continued to account for strong 

growth in SSA. 

2.1.2     Inflation  

Global inflation accelerated considerably in the first half of 2011 due to high 

energy, commodity and food prices. According to the World Economic Outlook 

(WEO) June 2011 update, inflation in the advanced economies averaged 2.6 per 

cent in the first half of 2011, up from 1.5 per cent recorded in the second half of 

2010.  It was projected to remain within that range in the second half of 2011.  

Similarly, US inflation rates increased to an average of 2.4 per cent in the first half 

of 2011 from about 1.0 per cent during the first half of 2010.  

 

Inflationary pressures in the emerging and developing economies increased to 

an estimated 7.5 per cent in June 2011, up from the 6.1 per cent recorded in the 

second half of 2010. In India, inflation increased from 4.1 per cent in 2010 to 9.5 

percent in 2011. However, inflation declined from 3.3 percent in June 2010 to 3.0 

percent in June 2011 in China. Nonetheless, the overall inflation rate for 

Developing Asia increased from 5.7 per cent in 2010 to 7.0 per cent in 2011. 

Similarly, inflation increased in LAC, from 6.0 per cent in 2010 to 6.0 percent in 

2011. (WEO June 2011) 

 

In SSA, inflationary pressures also persisted during the first half of 2011, increasing 

from 7.5 per cent in 2010 to 8.4 per cent in 2011. Strong domestic demand, 

exchange rates misalignment as well as increases in food and energy prices 

accounted for the rise in inflation in SSA. However, overall, inflation is likely to fall in 

the second half of 2011 given the projected increase in global output and the 

expected fall in crude oil prices. 

2.1.3  Commodity and Energy Prices 

World crude oil prices averaged US$116.9 per barrel in the first half of 2011, 

representing an increase of 46.5 per cent over the average price of US$79.8 per 

barrel recorded in the second half of 2010.  Oil prices were estimated to stabilize 

around US$100 per barrel for the rest of 2011, on account of a rebound of the 

Japanese economy, and the expected resolution of the political crises in the 

MENA region. Commodity prices also increased during the review period, due 

partly to the rapid growth in emerging and developing economies, reflecting the 

change in consumption pattern and stronger than expected growth in demand 

for commodities. Cocoa price rose to US$3,074 per tonne on average during the 

review period from US$2,966 per tonne on average in 2010, indicating an 

increase of 3.6 per cent. Gold price also witnessed an upsurge of 10.2 per cent to 

settle at US$1,507 per ounce on average during the second first half of 2011 from 

US$1,367 per ounce in December of 2010. 
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 2.1.4    Monetary Policy Rates 

In most advanced and emerging economies, monetary policy rates remained 

mostly unchanged (Table 1).  In the USA, the Federal Funds rate remains 

unchanged at 0.25 per cent, and Japan maintained its zero interest rate policy. 

In China, monetary authorities tightened monetary policy in the first quarter of 

2011, from 5.7 per cent in January 2011 to 6.1 per cent in March 2011 and then to 

6.3 per cent in April 2011. However, the rate was left unchanged at 6.31 per cent 

since April 2011.  

 

The Bank of England left the policy rate unchanged at 0.5 percent during the first 

half of 2011.  The primary focus of the European Central Bank (ECB) monetary 

policy remained the maintenance of price stability, despite the debt crisis in the 

region.  Consequently, ECB maintained its policy rate at 1.0 per cent during the 

first quarter of 2011 but raised it to 1.25 per cent during the second quarter.  Other 

countries including India, Brazil, Chile, Indonesia and Kenya tightened policy rates 

during the first quarter, but left the rates unchanged in the second quarter of 

2011. On the other hand, South Africa Reserve Bank left the policy rate 

unchanged at 5.5 per cent during the first half of 2011. 

 

Table 1: Monetary Policy Rates for Selected Countries, January 2010 – June 2011 
 

Country Jan-10 Jun-10 Dec-10 Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11

USA 0.0 - 0.25 0.0 - 0.25 0.0 - 0.25 0.0 - 0.25 0.3               0.3          0.3          0.3          0.3          

Japan 0.1          0.1          0 - 0.1 0 - 0.1 0.00 0.00 0.00 0.00 0.00

Euro Area 1.0          1.0          1.0          1.0          1.0               1.0          1.3          1.3          1.3          

UK 0.5          0.5          0.5          0.5          0.5               0.5          0.5          0.5          0.5          

India 6.0          6.0          6.0          6.0          6.0               6.0          5.8          7.5          7.5          

Russia 8.8          7.8          7.8          7.8          8.0               8.0          8.3          8.3          8.3          

China 5.3          5.3          5.7          5.7          6.1               6.1          6.3          6.3          6.3          

Brazil 8.8          10.8        10.8        10.8        11.3             11.3        11.8        12.3        12.3        

Chile 0.5          1.0          3.3          3.4          3.5               3.5          4.0          5.3          5.3          

Intonesia 6.5          6.5          6.5          6.5          6.8               6.8          6.8          6.8          6.8          

South Africa 7.0          6.5          5.5          5.5          5.5               5.5          5.5          5.5          5.5          

Ghana 18.0        15.0        13.5        13.5        13.5             13.5        13.5        13.0        13.0        

Kenya 7.0          6.0          6.0          6.0          5.8               5.8          6.0          8.0          8.0          

Nigeria 6.0          6.0          6.3          6.3          6.5               6.5          7.5          8.0          8.0           
Source: Central Banks Websites 

2.1.5     Exchange Rates 

Most currencies appreciated against the US dollar in the review period. The 

Canadian dollar and the Mexican peso appreciated by 5.8 and 4.9 per cent, 

respectively. The British pound and the euro also appreciated by 4.7 and 9.9 per 

cent, respectively.  Equally, the Japanese yen, the Chinese Yuan, and the Indian 
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rupee appreciated by 9.0, 3.4 and 4.7 per cent, respectively, while respective 

appreciation rates of 15.5 and 1.7 per cent were recorded by the South African 

rand and the Kenyan shilling. However, both the Nigerian naira and the Egyptian 

pound depreciated against the US dollar by 1.4 per cent. (Source WEO June 

2011) 

2.1.6     Financial Markets 

Equity markets across the world generally retreated during the first half of 2011 as 

volatility was on the rise. Uneven pace of economic recovery, unrelenting high 

levels of unemployment, sovereign debt crisis, rising commodity prices and geo-

political tensions had varied impact on stock markets.  

 

Country Index 30-Jun-11 31-Mar-11 31-Dec-10 30-Jun-10 % Change 

December 

2010 to 

June 2011
Africa

Nigeria All Share Index 24,980.20  24,621.21      24,770.52    25,409.00  0.85

South Africa JSE African ASI 31,864.54  32,204.06      32,118.89    26,258.82  -0.79

Kenya Nairobi NSE 20 70.50         72.56             77.76           74.40         -9.34

Egypt EGS CASE 30 5,373.00    5,463.72        7,142.14      6,033.09    -24.77

Ghana GSE All Share 1,188.91    1,071.50        1,000.00      1,162.78    18.89

North America

US S&P 500 1,320.64    1,325.83        1,257.64      1,030.71    5.01

Canada S&P/TSX Comp. 13,300.87  14,116.10      13,443.22    11,294.42  -1.06

Mexico Bolsa 36,558.07  37,440.51      38,550.79    31,156.97  -5.17

South America

Brazil Bovespa Stock 62,403.64  68,586.70      69,304.81    60,935.90  -9.96

Argentina Merval 3,360.64    3,388.03        3,523.59      2,185.01    -4.62

Columbia IGBC General 14,067.73  14,469.66      15,496.77    12,449.90  -9.22

Europe

UK FTSE 100 5,945.71    5,908.76        5,899.94      4,916.87    0.78

France CAC 40 3,982.21    3,989.18        3,804.78      3,442.89    4.66

Germany DAX 7,376.24    7,041.31        6,914.19      5,965.52    6.68

Russia MICEX 100.06       106.79           104.36         76.68         -4.12

Asia

Japan NIKKEI 225 9,816.09    9,755.10        10,228.92    9,382.64    -4.04

China Shanghai SE A 2,762.08    2,928.11        2,808.08      2,398.37    -1.64

Table 2: Global Equity Indices

 
Source: Bloomberg  

 

In North America, the positive economic recovery in the U.S and temporary 

resolution of Greece’s debt crisis boosted U.S index as the S & P 500 rose by 5.01 

percent during the review period. Although the Euro-Area remained vulnerable 

to contagion and weakening of fundamentals due to uncertainties in sovereign 

bond markets, stock indices generally rose during the first half 2011(Table 2). 

 

The earthquake and Tsunami in Japan, as well as sluggish global growth 

adversely affected stock markets in Asia, causing key stock indices to decline. In 

Africa, strong growth and stable macroeconomic policies supported positive 
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stock market developments in Ghana and Nigeria. However, stock indices for 

Kenya, South Africa and Egypt generally declined due to deterioration of investor 

confidence, and political crisis, in the case of Egypt (Table 2). 

2.1.7       Financial Stability and Macroprudential Issues 

Volatility in global financial markets increased considerably during the review 

period, following uncertainties in the Euro-Area and sluggish real activity 

especially in the U.S. The volume of bank lending in the Euro-Area and U.S 

contracted as a result of tighter bank spreads. Similarly, activity in equity and 

bond markets diminished on account of lower stock prices. In addition, there was 

pressure in interbank markets as some banks found it difficult to obtain funding. 

The future direction of financial markets remained uncertain as weaker growth 

prospects continued to pose threats to public and private balance sheets, 

coupled with the challenges associated with heavy debt burdens. 

 

The result of these developments made investors to become cautious about the 

prospects of developed economies. Sovereign risk premiums across the Euro-

Area (especially for Belgium, Cyprus, Italy and Spain) were raised following 

concerns about debt sustainability. Also, huge debt burdens in the U.S and U.K 

increased sovereign risks. As a result, private capital flows to emerging and 

developing economies increased during the review period, following the search 

for better yield by investors. These developments further amplified financial sector 

liquidity. The financial environment in emerging and developing economies, 

especially in SSA, remain supportive of growth following the strong expansion in 

bank credit. Strong economic growth in SSA, especially the WAMZ, and stable 

macroeconomic policies limited the effects of market volatility, thus attracting 

private inflows. However, according to the Global Financial Stability Report (April 

2011), given the sluggish global growth and volatility of capital flows, emerging 

and developing economies could face sharp reduction in demand, a reversal in 

capital flows, and a rise in the cost of funding that could adversely affect the 

financial soundness of banks. Hence, banks in SSA and the WAMZ in particular, 

are vulnerable to external trade shocks and funding costs.  

 

At the global level, credible reforms aimed at strengthening the resilience of the 

global financial system were taken. Such reforms include introduction of stricter 

minimum capital requirements and capital buffers (Basel III), as well as greater 

emphasis on micro and macro-prudential supervision. Micro-prudential 

supervision addresses risk at the individual bank level while macroprudential 

supervision addresses risks at the system-wide level. Clearly, micro and macro-

prudential supervision are related since greater resilience at the individual bank 

level reduces system-wide risks.  Furthermore, both are critical to addressing the 

shortcomings revealed during the recent financial crisis, namely; poor risk 
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management, weak corporate governance and market opaqueness among 

others (Global Financial Stability Report, April 2011). SSA and WAMZ countries in 

particular, must take on board the global financial reform agenda as soon as 

possible. Emphasis should be placed on the implementation Basel II and III, 

adoption of macro-prudential supervision and further strengthening of bank 

balance sheets (see Box 1).  
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Box 1:  Basel III and Financial Stability within the WAMZ 
 

"Basel III" is a comprehensive set of reform measures, developed by the Basel 

Committee on Banking Supervision, to strengthen the regulation, supervision and 

risk management of the banking sector. Basel III is part of the Committee's 

continuous effort to enhance the banking regulatory framework. It builds on the 

International Convergence of Capital Measurement and Capital 

Standards document (Basel II). 

These measures aim to: 

 Improve the banking sector's ability to absorb shocks arising from financial 

and economic stress, whatever the source 

 Improve risk management and governance 

 Strengthen banks' transparency and disclosures. 

The reforms target: 

 Bank-level, or microprudential, regulation, which will help raise the 

resilience of individual banking institutions in periods of stress. 

 Macroprudential, system-wide risks that can build up across the banking 

sector as well as the procyclical amplification of these risks over time. 

These two approaches to supervision are complementary as greater resilience at 

the individual bank level reduces the risk of system-wide shocks. 

Essentially Basel III represents a fundamental shift in how the banking system will be 

regulated and supervised in the future. It resolves many of the pitfalls of micro-level 

supervision and incorporates the broader system-wide lessons, and introduces a 

macro-prudential overlay to the regulatory framework. In the long run, it is 

expected that consistent implementation of Basel III across the globe will 

strengthen financial system stability, thus raising economic growth. Within the 

WAMZ, the regulatory framework is currently focused on strengthening compliance 

with the Basel Core Principles for Effective Banking Supervision. Preparations are 

being made for the full implementation of Basel II by end 2012. The 

implementation of Basel III is not only an additional regulatory challenge but also a 

financial challenge given the limited supervisory resources in some member-

countries. However, the introduction of Basel III has transformed some aspects of 

supervision in member-countries, shifting focus from micro-level supervision (solo-

basis) to system-wide (macro-prudential) analysis, which provides early warning 

signals about threats to financial stability. In particular, the Central Bank of Nigeria 

(CBN) established a macro-prudential division in March 2010 to undertake macro-

prudential surveillance, while the Bank of Ghana (BoG) established a financial 

stability unit during the review period to focus on macroprudential surveillance, 

among others.   

http://www.bis.org/publ/bcbs128.htm
http://www.bis.org/publ/bcbs128.htm
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2.2  DEVELOPMENTS IN THE WAMZ 

2.2.1       Output  

Economic performance 

in the WAMZ was robust 

during the review 

period. Real GDP3 

growth averaged 8.1 

per cent, up from 7.7 

percent in December 

2010 and 6.8 per cent in 

June 2010.  Stable 

macroeconomic 

environment in member 

countries, favourable 

weather conditions, as 

well as the continued 

recovery of the global economy, accounted for the strong performance.  

 

 

All the member countries contributed to the growth though at varying degrees. In 

The Gambia, real GDP growth for 2011 is estimated at 5.5 per cent due to the 

strong growth rates expected in the agriculture and tourism sector. In Guinea, 

output growth is expected to expand by 4.0 per cent in June 2011, from 1.9 per 

cent in December, 2010. Growth in Guinea was mainly driven by the tertiary 

(services) and secondary (industry) sectors, which rose by 3.8 and 4.3 per cent, 

respectively, on account of strong performance by the mining sub-sector, 

buoyed by resumption in global demand for commodities. 

 

Real GDP in Nigeria remained robust recording a growth rate of 7.3 per cent 

during the review period relative to the 7.9 per cent recorded in December, 2010. 

The growth was driven mainly by the non-oil sector which grew by 8.7 per cent 

compared with 8.3 percent in the corresponding period of 2010. Agriculture still 

remained the dominant sub-sector accounting for 38.6 per cent of GDP. The 

sector grew by 5.7 per cent, unchanged from the growth level recorded in the 

first half of 2010. Ghana registered a real GDP growth rate of 13.6 per cent as at 

June 2011 compared with 7.7 per cent in 2010, on account of increases in mining 

and quarrying, including oil production (210.9 per cent); crops (cocoa) 

production (82.3 per cent); and financial and insurance activities (76.0 per cent).   

                                                                                                                         

3
 Ghana and Nigeria are the only two countries within the WAMZ that produce quarterly GDP 

estimates. The rest release annual estimates. 

Figure 1: Real Growth, June 2011
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In Liberia, real GDP growth rate stood at 6.8 per cent during the review period 

compared to 6.3 per cent in 2010. This was on account of growth in agriculture 

(3.5 per cent) and services (4.8 per cent). Similarly, a higher growth rate of 5.3 

percent was recorded in Sierra Leone during the first-half 2011 compared to 4.9 

per cent registered in December 2010.  Sierra Leone’s real GDP growth was 

driven mainly by increased activity in the mining, agriculture and services sectors.   

 

Overall, in most 

member-countries the 

agriculture sector 

continued to play a key 

role in the real GDP 

growth outcomes. 

Stable macroeconomic 

environment and 

favourable weather 

conditions, as well as 

improved seedlings and 

availability of fertilizer, 

among others have 

contributed to the 

strong performance of 

the agricultural sector. The services sector’s contribution also remained strong, 

with enhanced performance in the telecommunications, finance, insurance and 

business services sub-sectors. Growth in manufacturing was, however, generally 

constrained by infrastructure bottlenecks (unreliable electricity and water supply) 

and competition from cheaper imports. 

2.2.2       Inflation 

Inflationary pressures in the Zone continued to ease during the review period 

despite increase in international commodity prices. The average rate of inflation 

for the Zone fell to 11.6 per cent in June 2011, from 13.4 per cent and 12.4 

percent in June 2010 and December 2010, respectively.  The deceleration in 

inflationary pressures was attributed partly to favourable weather conditions 

leading to good agricultural harvest in most member countries.  Though, the 

Zone’s average inflation eased, it remained high in Guinea and Sierra Leone at 

23.5 per cent and 16.8 per cent respectively, as at June 2011. Furthermore, 

inflationary pressures increased in Liberia but remained in single digit at 8.8 per 

cent as of June 2011.  

 

 

Figure 2: Real GDP Trend in the Zone
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The increase in inflation in 

Guinea, Liberia and Sierra 

Leone was due to 

increases in the domestic 

and international prices 

of petroleum products 

and food. The effect was 

more prominent in Sierra 

Leone, where the 

withdrawal of subsidies 

on petroleum products 

resulted in a shock in 

commodity prices. In 

addition, the upward 

trend in inflation in Liberia 

during the review period 

was largely due to the hike in food and fuel prices in the international market, 

which resulted in domestic food inflation of 14.8 per cent and fuel inflation of 34.7 

per cent. 

 

On the other hand, inflation declined in both Ghana and Nigeria. In Ghana, 

inflation decreased to 8.6 per cent in June 2011, from 9.5 per cent in June 2010, 

on account of the reduction in domestic food prices, driven by increased 

agricultural production and relative stability in the foreign exchange market. 

Similarly, the inflation rate in Nigeria declined, from 14.1 per cent in June 2010 to 

10.2 per cent in June 2011, as a result of the decline in domestic food prices, 

stability of the exchange 

rate as well as the impact 

of monetary policy 

tightening.   

2.2.3       Fiscal Sector 

The major fiscal policy in 

the WAMZ member-

countries during the 

review period was 

focused on the 

enhancement of fiscal 

consolidation through the 

broadening of the tax 

base, improvement in tax 

administration and expenditure controls.  

Figure 3: Inflation Rate in the WAMZ (end Period)
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The overall fiscal deficit to GDP ratio (excluding grants) for the Zone narrowed to 

2.6 per cent during the review period compared to a deficit of 3.9 per cent of 

GDP in the first half of 2010. With the exception of Guinea, which recorded a 

marginal surplus of 0.4 per cent of GDP, all the member countries recorded 

deficits. In The Gambia, the fiscal position worsened slightly from a deficit of 1.2 

per cent of GDP in June 2010 to 2.2 per cent during the review period. Ghana’s 

position improved from 7.1 per cent in June 2010 to 1.7 per cent. Liberia’s fiscal 

position deteriorated significantly from a 10.0 per cent surplus in June 2010 to a 

deficit of 2.8 per cent due largely to increases in all expenditure components. 

Nigeria recorded a deficit of 2.7 per cent during the review period compared to 

3.3 per cent a year ago while Sierra Leone’s fiscal deficit position widened to 14.2 

per cent from 12.6 per cent in June 2010.  

Tax mobilisation efforts in 

the WAMZ, represented 

by the tax revenue/GDP 

ratio increased from 13.0 

per cent in June 2010 to 

14.6 per cent. Guinea, 

Nigeria and Sierra Leone 

recorded improvement 

in the tax revenue to 

GDP ratio, compared to 

the corresponding 

period of 2010. The ratio 

however declined in The 

Gambia, Ghana and 

Liberia. 

 

Total expenditure and 

net lending for the Zone 

during the period under 

review amounted to 28.2 

per cent of GDP 

compared to the 28.0 

per cent recorded in 

June 2010. Increases in 

total expenditure were 

recorded in all the 

member countries. 

Capital expenditure, 

which accounted for 

Figure 5: Tax Revenue/GDP, June 2010 Vs June 

2011
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14.5 per cent of total expenditure and net lending as at June 2010, fell to 7.9 per 

cent during the review period.  

2.2.4       Monetary Sector 

The focus of monetary policies in the WAMZ member countries in the first half of 

2011 was on the maintenance of price stability consistent with the overall 

objective of macroeconomic and financial stability. Most of the member 

countries with the exception of Ghana and Liberia continued to implement 

monetary aggregate targeting as the framework to achieve price stability. 

Ghana implements an inflation targeting framework while Liberia focuses on 

exchange rate stability. 

During the review period, broad money growth (M2) for the Zone in US dollar 

terms, grew by 12.3 per cent compared to 31.1 per cent and 8.9 per cent 

recorded in June 2010 and December 2010, respectively. The expansion in the 

rate of growth in broad money supply was attributable to an increase in the Net 

domestic assets (NDA) of the banking system due mainly to an increase in net 

claims on government. On year-on-year basis, NDA expanded by 31.5 per cent 

while Net foreign assets (NFA) of the banking system contracted by 0.5 per cent. 

All countries, with the exception of The Gambia, recorded growth in the broad 

money supply. There was moderation in monetary expansion in The Gambia, with 

broad money growth declining from 21.0 per cent in 2010 to 13.4 per cent in June 

2011.  

On the policy rates, two central banks in the Zone (Guinea and Nigeria) raised 

policy rates to dampen inflationary pressures in pursuance of the price and 

financial stability objectives. The Bank of Ghana (BoG), on the other hand, eased 

its monetary policy stance by reducing the policy rate by 50 basis points to 13.0 

per cent in May 2011 from 13.5 per cent in December 2010 to spur real sector 

activity. In addition, the Bank of Sierra Leone (BSL) also reduced its monetary 

policy rate (MPR) to 23.0 per cent in March 2011 from 26.0 per cent in February 

2011. Intervention in the foreign exchange market was the fundamental policy 

used by the Central Bank    Liberia (CBL) to influence domestic monetary 

conditions and to ease pressure on the exchange rate. Monetary policy at the 

CBL was essentially contractionary, aimed at containing exchange rate 

fluctuations as well as ensuring low inflation. In the Gambia, the rediscount rate 

was maintained at 15.0 per cent. 

  

Interest rate developments in the WAMZ member countries showed a mixed 

trend during the review period. In The Gambia, average interest rates on savings 

deposits and borrowing declined to 5.8 per cent and 22.0 per cent, from 6.0 per 

cent and 22.5 per cent, respectively, in December, 2010.  In Ghana, lending rates 
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decreased from 25.7 to 23.6 per cent while the interest rate on 12-month time 

deposit remained unchanged at 11.6 per cent. The savings rate in Guinea 

declined to 3.7 per cent from 3.8 per cent in 2010 while the lending rate 

marginally increased from 27.0 per cent in 2010 to 27.3 per cent in June 2011. The 

average lending rate in Liberia declined to 13.6 per cent in June 2011 from 14.2 

per cent in December 2010, while the average savings rate contracted to 2.0 per 

cent from 2.2 per cent during same time periods. In Nigeria, the average saving 

rate declined to 1.4 per cent in June 2011 from 5.1 per cent in December, 2010 

while the average lending rate increased to 22.0 per cent in June 2011 from 17.9 

per cent in December, 2010. Both savings and lending rates in Sierra Leone 

remained unchanged at 6.3 per cent and 24.5 per cent during the review period.  

2.2.4      External Sector 

WAMZ member countries’ external sector policies were generally aimed at 

ensuring sustainable balance of payments as well as maintaining adequate 

reserves to cushion the economies against external shocks.  

 

Gross external reserves in 

the Zone decreased 

during the review period 

to US$ 38.5 billion from US$ 

41.4 billion in June 2010, 

resulting mainly from a 

decrease in Nigeria’s 

external reserves. In 

addition, the Zonal 

reserves in terms of 

months of import cover 

declined to 6.3 months 

compared to 11.3 months 

and 7.0 months in June 

2010 and December 

2010, respectively. This was due to increases in imports and the overall fall in 

external reserves. 

 

The performance of the external sector was not robust during the review period. 

Only Nigeria recorded current account surplus, accounting for 12.1 per cent of 

GDP. The Gambia, Ghana, Guinea, Liberia and Sierra Leone recorded current 

account deficits of 0.5, 8.6, 8.7, 75.7 and 49.2 per cents of GDP, respectively. Thus, 

the Zone’s Current account balance (CAB) recorded an average deficit of 21.8 

per cent of GDP. The development was largely attributed to high levels of 

imports, especially of food and energy which more than outweighed the growth 

Figure 7: WAMZ Reserves in terms of Months of 

Imports (CIF) cover
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in exports of these countries. However, the current account surplus in Nigeria was 

due to the surge in export of goods and services that improved the trade 

balance by US$9.9 billion or 86.7 per cent over the level in the corresponding 

period of 2010. The overall balance of payments (BOP) for the Zone also 

registered a deficit of 0.7 per cent of GDP. Only Guinea recorded a BOP surplus 

(32.0 per cent of GDP), on account of compensation payment of US$700 million 

by a mining conglomerate, Rio Tinto.     

Exchange rate movements in the WAMZ remained relatively stable during the 

period, reflecting complementary macroeconomic policies by member 

countries. Though member countries’ currencies generally depreciated against 

the US dollar in nominal terms, it was minimal. The Gambian dalasi depreciated 

against the US dollar by 4.9 per cent, while the Ghana cedi depreciated by 3.6 

per cent. The relative stability of the cedi was due to increases in private capital 

inflows from sale of 3-year bonds to non-residents as well as inflows from export. 

The Guinean franc continued to strengthen against the US dollar following 

increase in private inflows. The currency depreciated by 10.1 per cent in June 

2011 relative to 17.4 per cent in 2010.   

The Liberian dollar was relatively stable, but depreciated by 2.1 per cent against 

the US dollar, mainly due to the accumulation of reserves by the CBL to support its 

foreign exchange intervention. In Nigeria, the naira depreciated by 2.2 per cent 

against the US dollar. The relative stability of the naira during the period was due 

to regular interventions at official window. In Sierra Leone, the leone was also 

relatively stable, recording a depreciation of 3.9 per cent against the US dollar 

compared a depreciation of 7.7 per cent in 2010. The relative stability of the 

Leone can be attributed to the Bank’s tight monetary policy stance and the 

increase in the foreign exchange reserves of the commercial banks, primarily 

from the mining sector and remittances. The increase in the weekly foreign 

exchange intervention from US$0.80 million to US$1.00 million has complemented 

the Bank’s monetary policy operations by absorbing foreign-financed budget 

and smooth short-term liquidity in Sierra Leone.    
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CHAPTER 3 – FINANCIAL MARKETS4 

3.0          Introduction 

Although WAMZ countries have different levels of financial sector development, a 

few broad generalizations can be made. Overall, the banking sector dominates 

the WAMZ’s financial system, while stock and bond markets remain a minor 

alternative option for raising funds. Money market operations are fully developed 

in almost all member countries (except Liberia); where debt and capital markets 

are generally underdeveloped in the Zone except in Nigeria and Ghana that 

have a fairly well- developed and vibrant capital markets. Both Nigeria and 

Ghana, also, issue long-tenured debt instruments. Furthermore, the framework of 

the foreign exchange market differs across countries. Guinea, Liberia and Sierra 

Leone operate retail auction system in the allocation of foreign exchange, while 

The Gambia and Ghana have well-developed interbank foreign exchange 

market, where foreign currency demand is matched by supply. Nigeria operates 

both the wholesale auction system and an interbank foreign exchange market. In 

addition, Liberia operates a dual currency system, where the US dollars and the 

Liberia dollars are both legal tenders.  

 

                                                                                                                         

4
 The analysis in this section excludes Liberia in all sub-sections except in the foreign 

exchange market sub-section. This is because Liberia does not have any active money or 

capital market.  
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3.1       MONEY MARKET 

3.1.1      Interbank Market 

The interbank market in 

the WAMZ comprises the 

Inter-Bank Call Money 

Market and the Inter-

Bank Foreign Exchange 

Market. Interbank market 

activity is vibrant in both 

Ghana and Nigeria 

given the overall level of 

financial market 

development in the two 

countries relative to 

other member countries. 

The two countries 

accounted for 99.0 percent of interbank transactions in the Zone during the 

period under review. On year-on-year basis, the volume of transactions in the 

market increased by 86.8 per cent, from US$ 34,083.0 million in June 2010, to US$ 

Box 2: Recent Initiatives to Develop Financial Markets in Liberia 

In January 2011, the CBL charted a road map for the orderly development of a 

capital market in Liberia. Emphasis was placed on the following: 

 A blueprint for implementing appropriate institutional and human capacity 

development program; 

 A blueprint for a securities exchange that attains financial viability as soon as 

possible; 

 Development of a blueprint for managing the process of service/product 

identification, evaluation, creation rolls out, and thereby, creating a mass of 

primary and secondary market volumes within the shortest possible timeframe; 

 Assistance in developing and establishing the Liberian securities exchange as a 

credible, efficient and effective instrument for national as well as regional 

economic growth and development; and 

 Roadmap and cost estimates for requirements to draft securities market 

legislation and create an autonomous capital market regulatory body. 

 With regards to the development of the money market, the CBL has established 

a Treasury Operations Section with the mandate to manage the Bank’s foreign 

exchange reserves, conduct Treasury Bill operations, and work on the orderly 

development of a capital market in Liberia. 

 

Source: Central Bank of Liberia  

Figure 8: Participation in the WAMZ Interbank Market
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63,684.3 million in June 2011. The increase in the overall volume of interbank 

transactions in the Zone was accounted for by increases in all member countries, 

with the exception of The Gambia, where the volume of transactions declined. 

 

The pursuance of a tight 

money policy stance in 

Nigeria and Guinea 

together with measures 

to promote interbank 

market activities adopted 

in Sierra Leone generally 

led to an increase in the 

overall volume of 

interbank transactions in 

the Zone during the 

review period. In Nigeria, 

the Cash Reserve 

Requirement (CRR) was 

raised from 2.0 per cent 

to 4.0 per cent. The MPR was also reviewed upwards to 8.00 per cent from 6.00 

per cent in June 2010. In Guinea, the Monetary Policy Rate (MPR) was increased 

to 22.0 per cent during the review period from 16.7 per cent in June 2010. 

Monetary policy stance was generally eased in Ghana and Sierra Leone. In 

addition, the Bank of Sierra Leone (BSL) encouraged enhanced collaboration 

among banks, and set reverse repo rates, which sought to discourage recourse 

to the secondary market window. 

The average interbank 

market rate for the Zone 

increased from 8.5 per 

cent in June 2010 to 14.4 

percent in June 2011 due 

to increases in Guinea, 

Nigeria and Sierra Leone. 

On the other hand, the 

interbank rate declined 

on a year-on-year basis 

from 10.0 per cent to 9.4 

per cent in The Gambia 

and from 7.3 per cent to 

6.5 per cent in Ghana. 

Figure 9: Volume of Interbank Transactions in the 

WAMZ 
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Figure 10: Holdings of Treasury Bills in the WAMZ
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3.1.2       Treasury Bills Market 

Central banks across the Zone issued treasury bills in three main maturities, 

namely; 91, 182 and 364 days. Bills are issued mainly for monetary policy purposes 

or to finance government budget deficits. Treasury bills are the main short-term 

investment outlet of commercial banks and also aid commercial banks to 

meeting liquidity requirements. Indeed, commercial banks across the Zone hold 

over 70 per cent of outstanding treasury bills, while the non-bank public holds less 

than 30 per cent.  In the review period, treasury bills holdings increased by 55.7 

per cent, from US$ 9,794.09 million in June 2010 to US$ 15,255.0 million in June 

2011. The marked increase in treasury bills holdings were driven largely by Nigeria 

and Ghana, with increases of 71.0 per cent and 35.4 per cent, respectively. This 

was followed by The Gambia, Guinea and Sierra Leone with recorded increases 

of 21.2 per cent, 11.9 per cent and 5.8 per cent, respectively. 

Also, the yield on treasury bills increased from 10.9 per cent in June 2010 to 14.7 

per cent in June 2011. The increase in yield on treasury bills were driven largely by 

Guinea where the average yield more than doubled, from 6.0 per cent in June 

2010 to 14.7 per cent in June 2011. The yield on treasury bills also increased in all 

countries except Ghana 

where a 1.2 percentage 

points decline (from 12.5 

per cent to 11.3 percent) 

was recorded.   

Contractionary monetary 

policy stance by the 

authorities in Guinea, 

Nigeria and The Gambia 

to contain inflationary 

pressures, together with 

high demand for short-

term instrument 

accounted for the 

increase in the yield in member countries as well as the Zone. 

3.2         FOREIGN EXCHANGE MARKET 

As mentioned earlier, two forms of foreign exchange markets currently exist in the 

WAMZ: the foreign exchange auction (Guinea, Liberia and Sierra Leone) and the 

interbank foreign exchange (The Gambia and Ghana). Nigeria operates both 

market forms. There is an official and parallel market in both systems.  

 

Figure 11: Participation in Wholesale Foreign 

Exchange Auction, June 2011

Nigeria

95%

Sierra Leone

1% Guinea

3%
Liberia

1%



 21 
 

3.2.1      The Foreign Exchange Auction System 

During the review period, 

the total amount of foreign 

exchange offered through 

the auction system 

(wholesale and retail) 

amounted to US$ 1,618.8 

million. Nigeria accounted 

for about 95 per cent of the 

total amount offered while 

Guinea accounted for 3.0 

per cent. Liberia and Sierra 

Leone accounted for 1.0 

per cent each.  

On the other hand, the amount of foreign currency sold was US$ 1,868.1 million. 

Nigeria accounted for 83 per cent (US$ 1553.0 million) of the total currency sold 

while Sierra Leone accounted for 14 per cent (US$ 251.1 million). Guinea 

accounted for 3 percent (US$ 48.0 million) of the total currency sold, while Liberia 

accounted of 1 percent (US$ 16.0 million). 

 
3.2.2             The Interbank Foreign Exchange Market 

During the period under 

review, interbank foreign 

exchange market activities 

improved in The Gambia 

but slowed in Ghana. The 

volume of interbank foreign 

exchange transactions in 

The Gambia increased by 

18.5 per cent, from US$ 93.5 

million in June 2010 to US$ 

114.7 million in June 2011. In 

Ghana, the volume of 

interbank transaction 

declined by 30.5 per cent 

during the review period, 

from US$ 926.5 million in June 2010 to US$ 643.9 million. The decline in interbank 

transactions in Ghana was due mainly to the relative depreciation of the 

Ghanaian Cedi during the period. 

Figure 13: Volume Interbank Foreign Exchange Traded
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As indicated earlier, the WAMZ currencies were relatively stable against other 

internationally-traded currencies due to well balanced macroeconomic policies 

pursued by the member countries. However, all currencies slightly depreciated 

against the US dollar (see Chapter 1). 

3.3  CAPITAL MARKETS 

3.3.1     Government Bonds 

Debt markets in the Zone 

are not well-developed. 

Only Ghana and Nigeria 

have vibrant markets for 

the issuance of long-

tenured instrument, as well 

as active secondary 

markets for trading in these 

instruments. The Gambia 

and Sierra Leone also 

issued government bonds 

but of shorter maturity 

compared to Ghana and 

Nigeria (10 and 20 years, 

respectively). For the review period, holdings of outstanding government bonds in 

the WAMZ increased by 32.5 per cent from US$ 21,698.1 million in June 2010 to US$ 

28751.9 million. The overall increase in outstanding government debt was driven 

largely by increases in Ghana and Nigeria that accounted for 99.5 percent of the 

total bond holdings in the WAMZ. Sustained macroeconomic stability and relative 

attractiveness of bonds yield in Ghana continued to generate strong foreign 

interest in the bond market, while in Nigeria, the oversubscription in government 

bonds was attributed to the high liquidity in the banking system coupled with the 

attractive coupon rate of the bonds. 

The yield on government bonds also increased during the review period, from 

17.1 per cent in June 2010 to 20.7 per cent in June 2011. Government bonds 

continued to be very attractive with all member countries recording increases in 

bond yields during the review period. 

3.3.2         Corporate Debt Instruments 

Corporate debt instruments are not very common in the WAMZ given the relative 

underdeveloped nature of debt markets. During the period under review, only 

Nigeria reported the issuance of corporate debt instruments. The total value of 

corporate bonds offered declined by 97.1 per cent, to US$ 16.4 million in the first 

half of 2011, from US$ 566.7 million at end-December 2010.  The total amount 
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allotted was US$ 9.9 million at end-June 2011, compared with US$ 483.3 million at 

end-December 2010.  There was only one issue during the review period, 

compared with three in the second half of 2010.  

3.3.3         Equities Market 

Three equities market 

currently operates in the 

WAMZ, namely; the Ghana 

Stock Exchange (GSE); the 

Nigeria Stock Exchange 

(NSE); and the Sierra Leone 

Stock Exchange (SLSE). The 

SLSE was established in 

2007 and currently has only 

one listed company. Thus, 

only the GSE and the NSE 

are active markets. Total 

market capitalisation in the 

WAMZ (GSE and NSE) was 

up by 23.0 percent and 

stood at US$ 73,015.8 million during review period, compared to US$ 59, 324.6 

million in June 2010. Market capitalisation increased in both Ghana (12.4 per 

cent) and Nigeria (27.7 per cent). As at June 2011, the NSE accounted for 71.9 

per cent of the total market capitalisation while the GSE accounted for 28.1 per 

cent. The overall increase in market capitalisation was due to new listing of 

equities and appreciation 

of some equity prices. In 

Nigeria, the issuance of 

bonds by the Asset 

Management Corporation 

of Nigeria (AMCON) also 

contributed to the increase 

in market capitalisation. 

In contrast, market turnover 

dropped during the review 

period. Both the overall 

volume and value of 

shares traded in WAMZ 

declined. The volume 

traded declined by 5.4 per cent, from 5,592.5 million shares in June 2010 to 5,291.2 

million shares in June 2011, while the value traded declined by 10.1 per cent, from 

Figure 15: Stock Market Capitalisation in the 

WAMZ
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Figure 16: Stock Market Turnover (Value Traded)
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US$ 2,934.4 million to US$ 2,637.3 million. The negative trend in market turnover in 

the WAMZ was largely accounted for by the fall in the NSE All-Share-Index (NSE-

ASI) that was characterized by rising interest rates and margin loan overhang. 

Total value of shares traded on the NSE declined by 13.7 per cent while volume 

traded fell by 8.6 per cent. In contrast, the GSE posted a strong performance, 

increasing by 18.9 per cent over the corresponding period a year ago. In 

addition, total value of shares traded increased by 211.1 per cent while the total 

volume of shares traded increased by 231.1 per cent. Strong performance in 

finance, food and beverage and manufacturing stocks as well as the overall 

macroeconomic stability (single digit inflation, relatively robust growth and stable 

exchange rate) accounted for the positive developments on the GSE.        
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CHAPTER 4 – BANKING SECTOR STABILITY 

4.0  INTRODUCTION: GENERAL CONDITION OF THE BANKING 

SYSTEM/MACROPRUDENTIAL OUTLOOK 

The performance of the banking system in the WAMZ was generally upbeat 

during the first half of 2011, given the expansion in assets and deposits as well as 

general improvements in financial soundness indicators. This positive outturn was 

largely due to robust growth performance, underpinned by sound 

macroeconomic and financial reform policies in member-countries, as well as the 

moderate recovery in the global economy. Furthermore, the increase in banking 

activity coupled with the strengthening of the supervisory and macro-prudential 

framework in member-countries, contributed to an overall improvement in some 

of the financial soundness indicators. Member countries recorded strong real GDP 

growth, exceeding 4.0 per cent in all countries, resulting in an average of 8.1 per 

cent for the Zone.  In addition, inflation generally eased despite the increase in 

international commodity prices, while fiscal deficits also narrowed during the 

review period (see Chapter 1). Favourable monetary conditions and stable 

financial markets, supported the expansion in real sector activity and the 

attainment of stable prices, which in turn translated into positive banking sector 

outturn during the review period. The outlook was further improved by the relative 

stability of member countries exchange with the US dollar. 
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Box 3: Recent Developments in the Nigerian Banking Sector 

 

Mergers/Acquisitions 

1. Discussions for the acquisition of Intercontinental Bank by Access bank as well as 

that of Oceanic Bank by Ecobank has reached advanced stages.  The CBN has 

granted preliminary approval for the mergers to go ahead. In particular, the 

acquisition of Intercontinental Bank Plc will make Access Bank Plc one of the top 

three banks in Nigeria and the bank will also be benefiting from a large retail 

customer base and a sophisticated IT infrastructure. On the other hand, Ecobank will 

leverage on the large market share of Oceanic Bank. 

 

Asset Management Corporation of Nigeria (AMCON) 

2. Asset Management Corporation of Nigeria (AMCON) was established to acquire 

eligible non-performing assets of banks and to recapitalize ailing banks. As at June 

30, 2011, the Corporation had acquired eligible bank assets as well as injected fresh 

capital into the undercapitalized banks worth over US$ 17.6 billion. 

 

Review of the Universal Banking Model 

3. The Universal Banking (UB) Model introduced on January 1, 2001 was reviewed in 

2010 and replaced with a new banking model with a specific-purpose bank 

licensing regime prohibiting banks from undertaking insurance marketing, asset 

management, and capital market activities. The new regime categorizes banks into 

commercial, merchant and specialized banks with different capital requirements. As 

at June 30, 2011, eighteen banks have opted for international commercial banking 

license, four for national commercial banking license, and two for regional banking 

license. The guidelines for the new banking model require banks to divest all non-

banking subsidiaries latest May 31, 2012.  

 

Review of the Prudential Guidelines 

4. In order to address the flaws in the Prudential Guidelines that were issued on 

November 7, 1990, new prudential guidelines were issued to reflect the current 

dynamics in the industry and provide guidance on recognition of income, 

establishment of loan loss allowances, credit risk disclosure and related matters. 

 

Guidelines on Margin Lending  

5. The CBN issued guidelines on margin lending to address the lapses observed during 

the 2009 special examination of banks. The guidelines are intended to, among 

others, improve risk management, transparency and disclosure in reporting by 

market operators. 

 

Tenure Regulation of Banks’ Executives and Auditors 

6. The CBN issued a regulation restricting the tenure of managing directors of banks to 

a maximum of 10 years. The regulation also barred the Governor, Deputy Governors, 

and Departmental Directors of the CBN from holding office in the banking industry 

for specified periods after their exit from office.  

 

Source: CBN 
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4.1  ASSET ACCOUNTS 

 

An overall expansion in banking activities 

 

Increased banking activity 

in the WAMZ reflected in the 

strong growth in total assets 

of the banking system 

during the review period 

and was linked to strong 

economic growth, 

moderate inflation and 

stable exchange rates in 

member countries. Total 

assets of the banking system 

grew by 26.0 per cent 

during the period under 

review compared to 13.2 

per cent in the same period 

in 2010. All member 

countries, except Ghana, recorded positive asset growth. The growth rate of 

assets declined marginally in Ghana.  

 

As at June 2011, the WAMZ 

had total banking system 

assets of about US$ 

127,478.1 million. In Nigeria, 

total assets of banks 

amounted to US$ 111,306.8 

million (88.0 per cent) of 

total assets, while in Ghana 

it was US$ 12,930.1 million 

(10 per cent). Banking 

system assets reached US$ 

1,348.3 million (1.0 percent), 

US$ 643.5 million (0.5 per 

cent), US$ 630.6 million (0.49 

per cent), and US$ 619.7 million (0.49 per cent), in Guinea, Sierra Leone, The 

Gambia and Liberia, respectively.  

 

 

Figure 18: Participation in Total Assets Banking 

System, June 2011
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Figure 17: Growth Rate of Total Assets of the Banking 

System in the WAMZ 
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4.1.1        Foreign Currency Assets 

 

Assets denominated in foreign currency increased 

 

In terms of asset 

denominated in foreign 

currency, five countries 

were surveyed (The 

Gambia, Ghana, Guinea, 

Liberia and Sierra Leone). 

During the period under 

review, total banking 

system assets denominated 

in foreign currency 

increased to 38.7 per cent 

from 33.9 per cent in June 

2010. All the countries 

surveyed, except Liberia, 

recorded increases in 

foreign currency assets. In Liberia, foreign currency assets as a proportion of total 

assets declined to 87.4 per cent during the review period from 90.0 per cent in 

June 2010.   

 

The overall increase in foreign currency assets, suggests increasing levels of 

dollarization in these economies. The picture however, improves when the highly 

dollarized economy of Liberia is excluded from the sample. Excluding Liberia, 

total assets denominated in foreign currency stood at 26.5 percent as at June 

2011.  
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4.1.2        Productive Assets5 

 

Productive asset changed in favour of investments  

 

Total productive assets as a percentage of total assets stood at 51.4 per cent 

during the review period. Ghana had the highest percentage of productive 

assets in the WAMZ (71.1 per cent), followed by The Gambia and Nigeria (58.0 

and 51.1 per cent, respectively). Other countries in the Zone have productive 

                                                                                                                         

5
 Productive assets of the banking system refer to interest earning/income generating assets. For 

the purpose of this report productive assets are typically the investments held by banks and credit 

extended by banks. 

Country Credit (%) Investment (%) Credit (%) Investment (%)

The Gambia 53.7                     46.3                48.1                    51.9                       58.0              

Ghana 65.5                     34.5                55.9                    44.1                       71.1              

Guinea 47.1                     52.9                45.1                    54.9                       45.0              

Liberia 97.8                     2.2                 98.6                    1.4                         33.5              

Nigeria 72.1                     27.9                71.6                    28.3                       51.2              

Sierra Leone 63.4                     36.6                59.3                    40.7                       50.1              

WAMZ 66.6                     33.4                63.1                    36.9                       51.48             

Productive 

Asset/Total 

Asset

Jun-10 Jun-11

Table 3: Composition of Productive Assets

Chart 4: Recent developments in the Guinean banking system 

 

 The Committee of approvals, authorized the change of names of two banks namely; 

the International union of Banks in Guinea (UIBG) and  International Bank of West Africa 

(BIAO) GUINEA. 

 

 Thus, the UIBG will be called from now on ORABANK. Whereas the BIAO GUINEA is called 

from now on NSIA BANK of GUINEA. 

 

The change in the names of these two banks was motivated by the need to harmonize 

the names of all the subsidiary companies with their respective Groups, but do not have 

any incidence on their rights and obligations. 

 

 Source: BCRG  
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assets of 50 per cent or less. There was a change in the composition of productive 

assets between investment and credit during the review period. The share of 

investment in total productive asset increased to 36.9 per cent from 33.4 per cent 

in June 2010. On the other hand, the share of credit in total productive assets 

declined to 63.1 per cent from 66.6 per cent in June 2010.  

 

The reduction in credit in 

favour of investments was 

observed in all countries, 

except Liberia where the 

reverse occurred. Credit 

nevertheless constituted the 

largest share of productive 

assets except in The Gambia 

and Guinea. Investments by 

the banking system in the 

WAMZ are highly dominated 

by Government Securities that 

are offered by national central 

banks. Limited investment options in member countries, as well as incentives 

offered from prudential requirements (i.e. liquidity requirement) continued to 

favour investment in government securities. 

4.1.3           Credit Growth 

General contraction in overall credit growth 

 

The growth rate of bank 

credit during the review 

period declined to 10.9 per 

cent from 13.9 per cent in 

June 2010. Apart from 

Guinea and Liberia, credit 

growth dropped in all 

countries. Both The Gambia 

and Nigeria recorded 

negative credit growth rates 

of 4.9 percent and 19.0 

percent, respectively, during 

the review period. High non-

performing loans in member 

countries (except Guinea), 

Figure 20 : Composition of Productive Assets, June 2011
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Figure 21: Growth Rate of Total Bank Credit in the 

WAMZ 

(30.0)

(20.0)

(10.0)

-

10.0

20.0

30.0

40.0

50.0

T
he

 G
am

bi
a

G
ha

na

G
ui
ne

a

Li
be

ria

N
ig
er
ia

S
ie
rr
a 
L
eo

ne

W
A
M
Z

P
e
rc

e
n

ta
g

e

Jun-10

Jun-11



 31 
 

prompted most banks to adopt tighter credit policies. The situation was worsened 

by the high lending rates that discouraged borrowing in member countries.  

 

 

Credit to the private sector was dominant in all member countries. During the 

period, private sector credit accounted for 92.6 per cent of total credit, down 

marginally from 93.1 per cent in June 2010. The share of Government credit 

increased slightly to 7.4 per cent from 7.1 per cent in June 2010.    

 

Analysis of allocation of 

credit showed that “Other 

Activities” including 

commerce and financial 

services, mining and 

quarrying, construction and 

household accounted for 

the largest share of credit 

(70.6 per cent) during the 

review period. This was 

followed by credit to 

manufacturing (10.0 per 

cent) and credit to 

transport, storage and 

communication, (9.0 per cent). Agriculture accounted for 8.1 percent of total 

credit while electricity, water and gas attracted the lowest credit during the 

review period (2.6 per cent). Credit allocation, however, declined in two sectors; 

manufacturing, from 10.6 per cent in June 2010 to 10.0 percent; and electricity, 

water and gas, from 3.4 percent to 2.9 per cent.  

 

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

The Gambia 16.9                     83.1                15.0                    85.0                       

Ghana 1.0                       99.0                1.8                      98.2                       

Guinea 11.6                     88.4                11.5                    88.5                       

Liberia 0.0                       99.9                2.5                      97.5                       

Nigeria 5.7                       95.3                7.3                      92.7                       

Sierre Leone 7.4                       92.6                6.5                      93.5                       

Total Regional 7.1                       93.1                7.4                      92.6                       

Jun-10 Jun-11

Table 4: Composition of Credit

Figure 22: Sectoral Allocation of Bank Credit in the WAMZ
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4.2  LIABILITY ACCOUNTS 

 

Bank liabilities increased 

 

The banking system in the 

WAMZ is largely financed by 

deposit-taking and owners 

equity. Debt financing is 

very limited. Liabilities of the 

banking system grew to 

22.2 per cent from 16.6 per 

cent in June 2010. The 

growth rate of liabilities 

increased in all countries, 

with Guinea recording the 

highest growth rate (48.3 

per cent) and Nigeria the 

lowest (9.3 per cent). However, the growth rate of liabilities had minimal effect on 

the banks’ solvency. 

 

The growth rate of deposit 

increased substantially from 

17.4 per cent in June 2010 

to 27.2 per cent during the 

review period. The overall 

high growth in the WAMZ, 

essentially reflected 

significantly high deposit 

growth rates in all countries, 

except Ghana. Generally, 

stability in the 

macroeconomic economic 

environment in the Zone, 

coupled with strong growth 

in member countries enhanced savings mobilization, thereby facilitating the 

banking sector intermediation function through deposit mobilization.  However, 

the deposit growth rate in Ghana declined to 26.6 percent from 34.2 percent in 

June 2010. This was due to low deposit interest rates that made holding deposits 

unattractive when compared to other financial instruments.   

Figure 23: Growth Rate of Total Bank Liabilities in the 

WAMZ
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Figure 24: Deposit Growth Rate
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4.2.1        Foreign Exchange Exposure (Market Risk Analysis) 

 

Overall foreign exchange exposure remained low 

 

Despite the high growth 

rate in deposit-taking, of 

critical importance is the 

share of liabilities in 

foreign currency. A high 

preference for foreign-

currency-assets on the 

part of depositors would 

indicate general 

uncertainties surrounding 

exchange rate stability. 

The share of foreign 

currency deposits in total 

deposit increased from 

29.6 per cent to 32.4 per 

cent during the review period. This was due to increases in foreign currency 

deposits in all countries with the exception of Guinea where it declined 

marginally, from 26.6 percent (June 2010) to 26.3 percent. This picture did not 

change much when the highly dollarized economy of Liberia was excluded, as 

foreign currency deposits increased to 25.1 per cent from 17.6 per cent in June 

2010. 

 

In addition, the share of 

foreign liabilities in total 

liabilities increased to 

27.2 per cent during the 

review period from 21.6 

per cent in June 2010. 

Foreign currency 

liabilities increased in all 

countries except Ghana 

where it declined to 6.8 

per cent from 8.6 

percent in June 2010. For 

a clearer picture, Liberia 

was excluded in this 

analysis. 

 

Figure 25: Deposits in Foreign Currency/Total Deposits
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Figure 26: Liabilities in Foreign Currency/Total Liabilities
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However, the overall exposure to foreign exchange risk in the Zone as indicated 

by the overall net open position6 to capital remained low at 0.4 per cent during 

the review period. From the analysis, Ghana and Sierra Leone recorded a net 

open position to capital ratio that exceeded 5 per cent (7.5 per cent and 9.1 

percent, respectively). On the other hand, The Gambia recorded net open 

position to capital ratio of 2.7 per cent.  

4.3         EQUITY 
 

Overall equity level increased 
 

There was an increase in 

overall level of commercial 

bank equity in the WAMZ 

during the review period. The 

average growth rate of 

equity increased from 20.6 

per cent in June 2010 to 28.4 

per cent in June 2011. The 

development was driven by 

the growth in commercial 

bank equity in The Gambia, 

Liberia and Sierra Leone 

following increases in the 

minimum capital 

requirements by the 

authorities. However, the growth rate of commercial bank equity declined in 

Ghana, Guinea and Nigeria. The generally high non-performing loans, particularly 

in Ghana and Nigeria, necessitated more provisioning, which impacted 

negatively on equity growth in these countries.  

 

 

 

                                                                                                                         

6 The net open position shows the net short and long positions each currency other the 

reporting country’s currency and the net long or short position in gold converted at spot 

rates into the reporting country’s currency. The net short and net long positions are 
summed separately to give the total net short position and the total net long position 

respectively. The higher of these two totals is taken as the overall net foreign exchange 

position. 

Figure 27: Growth Rate of Commercial Bank Equity
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4.4  FINANCIAL SOUNDNESS ANALYSIS 

4.4.1        Capitalisation 
 

Banks have sufficient capital 
 

In all countries, a sizeable number of banks have higher capital than the average 

of the banking industry and well above the minimum required by the regulatory 

authorities. Also, the average minimum regulatory capital for the WAMZ was US$ 

38.8 million in June 2011, explained by high capital requirements in Nigeria and 

Ghana on account of the relatively large size of banks in these countries. Nigerian 

banks in particular have wide-spread presence in the Zone that required huge 

capital for their operations.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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                       6.6                 11.0                    84.6                       

Ghana 40.8                     37.0                16.0                    61.5                       

Guinea 7.2                       7.1                 8.0                      72.7                       

Liberia 10.0                     11.4                3.0                      33.3                       

Nigeria 165.2                   161.5              15.0                    62.5                       

Sierra Leone 4.2                       7.5                 5.0                      38.5                       

Total Region 38.8                    38.5               

Table 5: Banking Capitalization Indicators, June 2011
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Box 5: Recent Capital Augmentation in the Zone 

 

The Gambia increased minimum capital for banks from US$ 2.3 million to US$ 5.2 

million at end 2010 and is proposing US$ 6.9 million at end 2012, including new 

banks.  

 

In Ghana, local banks were given up to December, 2010 to meet the US$ 17.0 

million capital adequacy requirement and up to December, 2012 to meet the 

US$ 40.0 million requirement, while the minimum capital for foreign banks was 

increased to US$ 40.0 million in December 2009.  

 

The minimum capital for banks in Guinea was increased from US$ 6.5 million in 

2010 to US$ 7.2 million in 2011 

 

Nigeria revoked its universal banking model in 2010 and introduced new capital 

requirements for different categories of commercial banks: 

i) US$ 166.6 million for national banks; 

ii) US$ 66.2 million for regional banks; and 

iii) US$ 331.1 million for international banks. 

 

Liberia increased the minimum capital for banks from US$ 8 million to US$10 million 

in December 2010. 

 

In Sierra Leone, the minimum capital for banks was raised to US$ 4.2 million with 

plans to further increase it to US$ 7.0 million in the next three years. 

 

Source: WAMZ Member Countries 
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4.4.2         Solvency 

4.4.2.1      Capital Adequacy Ratio7 (Loss Absorption Capacity) 
 

Capital adequacy level generally improved 

 

The average capital adequacy ratio (CAR) for the WAMZ improved to 20.3 per 

cent during the review period from 19.5 per cents in June 2010. The average CAR 

for the WAMZ exceeded the minimum regulated CAR in all member countries (10 

per cent), except Sierra Leone (15 per cent).  This implied a reasonably high level 

of banking sector capitalisation in the Zone, especially in The Gambia, Guinea, 

Liberia and Sierra Leone where the average CAR of the banking industry is 

greater than 20.3 per cent (the average CAR of WAMZ). In Nigeria, the average 

CAR of the industry was below 10 per cent during the review period following 

solvency concerns in the eight intervened banks8. However, the CAR of the non-

intervened banks was significantly above 10 per cent (21.5 per cent). 

 

At the firm level, all countries have a sizeable number of banks with capital 

adequacy levels well above the average for the banking industry (see Table 6). 

Despite the overall indication of sufficient capital adequacy levels, there was a 

tendency of decrease in capitalisation of banks following the decline of the 

Equity/Total Assets Ratio, from 16.3 per cent in June 2010 to 15.3 per cent in June 

2011.  

 

                                                                                                                         

7
 This measures the equity capital of banking institutions expressed as a percentage of weighted 

credit assets (assumed risk level) and is used to protect depositors thereby strengthening the 

ability of banks to absorb short and long-term losses, and to provide for unexpected losses. The 

Basel Committee recommends 8 per cent for banks that operate internationally, but it is expected 

that smaller banks in developing may require a higher percentage.  
8
 Banks in which the CBN intervened to improve their performance following the serious 

deterioration of financial soundness indicators.  

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                       51.0                           

Guinea 10.0                        22.8                  45.5                       8.5                             

Liberia 10.0                        26.1                  77.8                       2.0                             

Nigeria 10.0                        5.0                    66.7                       3.0                             

Sierra Leone 15.0                        25.9                  33.3                       14.1                           

Total Region 10.8                        20.3                  60.3                       15.4                           

Table 6: Capital Adequacy Indicators in Percentages, June 2011
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4.4.2.2       The ratio of provisions less Non-performing loans (NPLs) to Capital9 
 

The level of capital commitment diminished 

 

The level of provisioning for 

NPLs in relation to capital in 

the WAMZ declined 

significantly during the 

review period relative to 

June and December 2010. 

Provision coverage 

declined in all the countries 

with the exception of The 

Gambia and Guinea. In the 

WAMZ, provision coverage 

declined to 29.6 per cent in 

June 2011 from 49.3 per 

cent and 35.7 per cents in June and December 2010, respectively. The decrease 

in the levels of NPLs10 in member countries largely explained the decline in 

provision coverage. The level of NPL provision coverage to capital at 29.6 

percent was however, adequate. Furthermore, the provisions coverage level 

exceeded 20 percent of capital in all countries, except Guinea (3.1 per cent), 

which is quite low and could make the country vulnerable to shocks if credit 

portfolio deteriorates (sharp increase in NPLs). 

4.4.3           Quality of Assets (Credit Risk Analysis)  

Credit portfolio improved (NPLs declined)  
 

There was a significant 

improvement in the quality 

of credit in member 

countries due to the 

strengthening of the 

supervisory framework, 

especially in relation to 

credit administration and 

general improvements in the 

macroeconomic 

environment. However, on 

year-on-year basis, NPLs 

                                                                                                                         

9
 This shows the level of provisioning for NPLs in relation to capital. 

10
 Defined as 90 days past due loans. 

Figure 28: Provisions - NPL/Capital
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Figure 29: NPL/Gross Loans
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declined to 13.1 per cent in June 2011 from 20.1 per in the corresponding period 

in 2010. Indeed, NPLs declined in all countries during the review period. In 

particular, the significant drop in NPLs in Nigeria was due to the purchase of US$ 

17.9 billion toxic bank assets by Asset Management Corporation of Nigeria 

(AMCON), and improved risk management practices by the banks. Although 

NPLs declined, it was broadly outside the acceptable limits11 in all countries 

except Guinea. Guinea recorded the lowest NPLs, 4.7 per cent (well within 

acceptable limits), during the period. The high level in NPLs in The Gambia, 

Ghana, Liberia, Nigeria and Sierra Leone (well above 10.0 per cent) reflected 

high level of risks associated with poor repayment culture in the countries.  

 

With regards to the 

sectoral performance of 

credit portfolio, only three 

countries (The Gambia, 

Guinea and Nigeria) were 

analyzed due to data 

availability. The results 

showed that the Other 

Activities including credit 

to the household had the 

worst performance in 

terms of NPLs, followed 

closely by the 

commerce/services and 

industrial sectors. However, NPLs from other activities declined to 37.0 per cent in 

June 2011 from 41.4 per cent in June 2010. Agriculture recorded the lowest NPLs 

among the countries surveyed (5.9 per cent during the review period from 6.4 

percent in June 2010). On the other hand, NPL increased in commerce/service 

sector (from 30.2 per cent in June 2010 to 36.0 per cent in June 2011) but 

declined in the industrial sector to 14.7 per cent in June 2011 from 16.6 per cent 

June 2010.  

4.4.4         Profitability 

Overall Bank profitability for WAMZ decreased but some countries recorded 

increases  
 

The two profitability indicators adopted in this report are Return on Assets (ROA) 

and Return on Equity (ROE). ROA which measures banking performance in terms 

of average total assets indicates a bank’s capacity to use all its resources (real 

                                                                                                                         

11
 Prudential regulation in member countries consider single digit NPLs as acceptable 

for banks. 

Figure 30: Sectoral Allocation of NPLs
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and financial) to generate 

income in a period. Similarly, 

ROE which measures banking 

performance in terms of own 

funds reflects the return 

obtained from shareholders’ 

contribution. 

4.4.4.1      Return on Assets 

The average ROA for the 

Zone declined to 1.0 per 

cent in the period under 

review from 1.3 per cent in 

June 2010. The decrease in ROA in The Gambia, Liberia and Nigeria was 

responsible for the fall in returns for the Zone. In contrast, ROA increased in 

Ghana, Guinea and Sierra Leone during the period.  

4.4.4.2       Return on Equity 

The ROE for the WAMZ 

decreased in the review 

period to 15.1 per cent from 

17.4 per cent in June 2010 

following a general fall in 

shareholders returns in The 

Gambia, Nigeria and Liberia. 

This was attributed to high 

bank operating expenses. 

On the other hand, ROE 

increased in Ghana, Guinea 

and Sierra Leone, due largely 

to high interest margins and 

low growth of equity during the period. The breakdown of ROE (Table 7) provides 

a better understanding of the factors that affected profitability. In a nutshell, 

variations in the levels of ROE between June 2010 and June 2011 were due to the 

fall in risk appetite that was accompanied by only a marginal increase in 

financial leverage. On the other hand, higher interest margins accounted for the 

increase in bank profitability in Ghana, Guinea and Sierra Leone. 

 

 

 

 

Figure 32: Return on Equity
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Country ROE (%)

Leverage (Total 

Asset/Equity)

Asset Weighted by 

Risk/Total Asset 

(%)

Interest 

Margins/Gross 

Income (%)

The Gambia 0.0 7.2                    52.0                       5.8                             

Ghana 9.3                          7.5                    67.4                       46.5                           

Guinea 16.3                        11.8                  35.0                       156.3                         

Liberia 0.4                          6.3                    46.7                       3.9                             

Nigeria 25.7                        66.1                  64.9                       39.0                           

Sierra Leone 10.0                        6.6                    52.6                       49.3                           

WAMZ 10.3                        17.6                  53.1                       50.1                           

Table 7: Analysis of ROE by Components, June 2011

 
Source: WAMZ Member Countries and WAMI Staff Estimates 

4.4.4.3        Leverage12 

The level of leverage increased marginally 

 

Leverage in the WAMZ 

increased from 17.4 times 

the equity in June 2010 to 

17.6 times the equity in 

June 2011. There were 

increases in leverage in all 

countries, except Nigeria 

where there was a decline. 

However, there was wide 

dispersion in leverage 

across countries. The 

degree of dispersion 

between countries ranged 

between 6.3 times (Liberia) 

to 66.1 times (Nigeria).  

.  

 

 

 

 

                                                                                                                         

12
 Defined as total assets divided by equity and measures the degree to which the banking system 

is utilizing borrowed money. High leverage may increase the risk of bankruptcy if banks are 

unable to make payments on debt but it may also increase ROE and the tax associated with 

borrowing. 
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4.4.4.4         Risk Weighted Asset (RWA)13 
 

Risk appetite fell 

 

During the review period, 

Risk-Weighted Assets 

(RWA) for the WAMZ 

ranged from 35.4 per 

cent (Guinea) to 67.4 per 

cent (Ghana). With the 

exception of Guinea and 

Liberia, all other member 

countries had higher RWA 

to total asset ratio (above 

50 per cent). However, 

risk appetite in the WAMZ 

as shown by RWA to total 

asset ratio declined to 

53.3 per cent during the 

review period from 56.1 

per cent in the corresponding period of last year. This was due to the fall in risk 

appetite in all countries, except Ghana and Liberia. The development was driven 

largely by the contraction in the credit portfolios in Nigeria and The Gambia, 

resulting in changes in the productive assets in these countries.  

4.4.5        Liquidity14 
 

Liquidity increased  
 

Overall liquidity of the banking system in the WAMZ increased during the review 

period due to increases in liquidity in four member countries (The Gambia, 

Ghana, Liberia and Nigeria). The ratio of core liquid assets to total assets 

increased from 27.8 per cent in June 2010 to 33.1 per cent during the review 

period. Similarly, the ratio of core liquid asset to short-term liabilities also increased 

to 42.6 per cent during the review period from 40.2 per cent in the corresponding 

period in 2010. In Sierra Leone there was a decline in overall liquidity measured by 

both indicators, while there was a fall in liquidity in terms of the ratio of core liquid 

asset to total assets in Guinea. The increase in overall liquidity reflected the 

                                                                                                                         

13
 The amount of bank’s asset adjusted for risk. It shows the exposure to risks in terms the level of 

loan losses that the bank is willing to accept without running into difficulties. 
14

 Two liquidity indicators were used: i) core liquid assets to total assets (an indication of the level 

of liquidity required to meet expected and unexpected demand for cash); and ii) core liquid assets 

to short term liabilities (captures liquidity mismatches of assets and liabilities by showing the 

extent to which banks can meet short-term obligations). . 

Figure 34: Risk Appetite (RWA/Total Assets)
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contraction in credit growth in member countries. In Nigeria, the increase in 

liquidity was attributed to the acquisition of US$ 17.9 billion eligible bank assets by 

the Asset Management Corporation of Nigeria (AMCON). 

  

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

The Gambia 42.3                        43.7                   63.9                       68.1                                  

Ghana 25.3                        37.2                   50.8                       46.9                                  

Guinea 43.9                        42.3                   -                         -                                    

Liberia 31.0                        33.0                   59.0                       65.3                                  

Nigeria 17.7                        36.5                   19.4                       25.7                                  

Sierra Leone 6.7                          5.8                     7.9                         6.9                                    

WAMZ 27.8                        33.1                   40.2                       42.6                                  

Core Liquid Assets/Total Asset Core Liquid Asset/Short term Liabilities

Table 8: Some Liquidity Indicators in the WAMZ

 
Source: WAMZ Member Countries and WAMI Staff Estimates  

4.4.6          Financial Margins 
 

Efficiency levels increased 
 

There was an increase in the 

financial intermediation 

margin15 in the WAMZ, driven 

by increases in four countries 

(Guinea, Liberia, Nigeria and 

Sierra Leone). The ratio of 

net interest margin (NIM) to 

gross income increased to 

48.3 per cent during the 

review period, up from 46.6 

per cent in June 2010. 

However, there was wide 

disparity of intermediation 

margins between countries, 

from Guinea with 156.6 per 

cent in June 2011 to Liberia with 3.8 per cent. In order of magnitude, high interest 

margins were registered by Guinea, Ghana, Sierra Leone and Nigeria.   

 

 

 

                                                                                                                         

15
 Measured as the ratio of net interest margin to gross income, explaining the 

performance of productive assets (credit and investment) in relation to total earnings. In 

other words, it reveals the efficiency of decision making. 

Figure 35: Net Interest Margin to Gross 

Income
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The ratio of non-interest 

expense to gross income16 

declined during the period 

indicating an improvement in 

resource utilisation by the 

banking system in the Zone. 

Non-interest expense to gross 

income in the Zone declined 

to 68.8 per cent during the 

review period from 73.7 per 

cent in June 2010. Despite 

this decline, the level was still 

very high as it excluded 40 

per cent in most countries. 

The overall decline in this 

indicator was due to decreases in The Gambia, Guinea and Sierra Leone. Despite 

the overall improvements, the efficiency of resource utilisation fell in Ghana, 

Liberia and Nigeria as shown by the increase in non-interest expense to gross 

income.  

 

Net interest spread17 or bank 

spread declined during the 

review period, from 11.2 per 

cent in June 2010 to 10.0 per 

cent in June 2011, due to a 

general decline in spreads in 

four countries (Ghana, 

Guinea, Nigeria and Sierra 

Leone). The net interest 

spread remained 

unchanged between June 

2010 and June 2011 in The 

Gambia and Guinea. In June 

2011, bank spread in the 

Zone generally ranged from 4.7 per cent (Sierra Leone) to 15.5 per cent (The 

                                                                                                                         

16
 This ratio measures the size of administrative expenses in gross income, i.e., the efficiency of 

bank’s use of resources. 
17

 Similar to NIM, but defined as the nominal average difference between borrowing and lending 

rates, without compensating for the fact that the amount of earnings and borrowed funds may be 

different.      

Figure 37: Net Interest Spread in the WAMZ
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Gambia). The Gambia, Guinea, Liberia and Nigeria had the highest spread in the 

Zone (over 10.0 per cent).  

4.5            CROSS-BORDER BANKING 

Cross-border banking activities in the WAMZ increased in recent years with the 

emergence of Nigerian bank subsidiaries across the Zone. Higher minimum 

capital adequacy requirements following the consolidation of the Nigerian banks 

in 2005 facilitated the development. Additionally, the localization of subsidiaries is 

influenced by the level of trade and the perceived interest rate differentials. 

Nigerian banks dominate the banking industry in the Zone (see Table 9)  

 

Table 9: Banks with Cross-Border Subsidiaries in WAMZ Countries 

Bank Home 

Country 

The 

Gambia 

Ghana Guinea Liberia Nigeria Sierra 

Leone 

GTB Nigeria √ √  √ √ √ 

Ecobank Togo  √  √ √ √ 

Zenith Bank Nigeria √ √   √ √ 

Intercontinental 

Bank   

Nigeria  √   √  

UBA Nigeria  √ √ √ √ √ 

First 

International 

Bank 

The 

Gambia 

√  √ √  √ 

Finbank Nigeria √***    √  

Internarional 

Commercial 

Bank 

Ghana  √ √   √ 

Oceanic Bank Nigeria  √*   √  

Access Bank Nigeria √ √   √ √ 

Skye Bank Nigeria √  √  √ √ 

PHB Nigeria √   √ √ √ 

Union Bank Nigeria  √**   √  

Source: Annual Reports of Commercial Banks and WAMI Reports, Various Issues 

*Ammalgmated Bank, a subsidiary of Mic Mac Ventures, Owners of Oceanic Bank 

**HFC Bank, a subsidiary of Union Bank, Plc 

***Significant stake in AGIB Bank, The Gambia 

 

 

The widespread presence of Nigerian banks, coupled with the need to smoothen 

the progress of cooperation, including regular exchange of information with other 

central banks in the sub-region, motivated Central Banks in the West African 

Monetary Zone (WAMZ) to sign a Memoranda of Understanding (MoU) with each 
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other in 2010. Thr signing of the MoU was meant to establish a general framework 

for mutual assistance and the exchange of information in the areas of licensing, 

regulation and supervision of financial institutions in order to re-enforce and 

ensure compliance with national laws and regulations. This led to the 

establishment of the College of Supervisors of the WAMZ (CSWAMZ) in July 2010. 

Since its establishment, the College has made remarkable progress in the areas of 

supervisory cooperation, capacity building for supervisors, corporate 

governance, and harmonization of banking supervisory practices, among others. 

In addition, under the auspices of the CSWAMZ, other member national central 

banks and the CBN commenced joint supervision of Nigerian bank subsidiaries in 

their respective jurisdictions during the review period. Member countries also 

created cross-border units within their banking supervision departments to deal 

specifically with cross-border issues and the strengthening of the supervision of 

bank subsidiaries. 

 

Box 6: Other Key Cross-border bank developments in Nigeria 

 

Memoranda of Understanding (MoUs) 

  

During the review period, the CBN signed four MoUs with the Central Bank of 

Kenya, National Bank of Rwanda, Bank of Uganda, Bank of Zambia and Banking 

Commission of the West African Monetary Union (BCEAO), bringing the number of 

such memoranda to twelve (12). The MoUs were expected to foster cooperation 

and information sharing with the other regulators. 

 

Closure of Foreign Subsidiaries 

In order to stabilise and reduce overheads as well as comply with the new 

banking model, three (3) Nigerian banks were granted approval to either divest 

or close their foreign subsidiaries, while one was granted approval to discontinue 

the process of establishing a foreign subsidiary.  

 

Source: Central Bank of Nigeria 
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CHAPTER 5 – NON -BANK FINANCIAL INSTITUTIONS   

5.0         INTRODUCTION 

While the financial sector in the Zone is dominated by deposit money banks 

(conventional/commercial banks), non-bank financial institutions (NBFIs) including 

insurance companies, pension funds, finance houses and micro finance 

institutions (MFIs) are steadily emerging. These institutions have emerged to 

perform specialized functions that complement the intermediation role of 

conventional banks. The formal business relationships that exist between these 

institutions and the banking system imply that adverse developments in these 

institutions could be transmitted to the conventional banks with dire 

consequences for the stability of the financial system. The significant 

developments in NBFIs in the WAMZ during the review period are discussed 

below. 

 

Type of Institution The Gambia Ghana Guinea Liberia Nigeria Sierra Leone
Deposit Money Banks 13 27 13 9 24 13

Savings & Loan 57 19 1

Finance Houses 5 25 108

Rural Community Banks 135 13 904 9

Leasing Companies 3

Mortgage Finance Institutions 1 101 1

Forex Bureaus  49 284 42 52 658 42

Credit Reference Bureau 1 1 1 3 1

Insurance Companies 11 42 7 22 59 10

Pension Funds 1 1 2 1 24 1

Capital Market 1 1 1

Discount Houses 5 2

Development Finance Institutions 1 5

Microfinance Institutions 62 179 13 10 868 7

Table 10: Structure of the Financial System in the WAMZ

 
Source: WAMZ Member Countries 

5.1  INSURANCE SECTOR  

The insurance sector in the Zone comprised of Licensed Life, Non-life and Re-

insurance companies as well as licensed insurance brokers, loss adjusters and 

agents. Life insurance consists of individual life, group life and health insurance, 

while Non-life insurance consists of fire, general accident, motor vehicle, marine 

and aviation, oil and gas, engineering, bonds credit guarantee and surety-ship as 

well as miscellaneous insurance. Re-insurance supports both life and Non-life 

business. 

 

There were 150 life and non-life companies in the Zone during the review period 

(see Table). Nigeria has the largest number comprising fifty-nine (59) life and non-

life companies, two (2) reinsurance companies and over one thousand (1000) 
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licensed agents, brokers, underwriters and loss-adjusters. There were seventeen 

(17) life, twenty-three (23) non-life and two (2) reinsurance companies in Ghana18; 

twenty-one (21) life and non-life companies and one (1) brokerage firm in Liberia; 

eleven (11) life and non-life insurance companies in The Gambia; ten (10) life and 

non-life insurance companies in Sierra Leone; and eight (8) life and non-life 

insurance companies in Guinea.  

 

The capital requirement for the operation of insurance companies in the Zone 

varied from country to country. The capital requirement for The Gambia was less 

than $0.68 million for life and non-life insurance companies. In Ghana, the 

comparative figures were $1.0 million for direct insurance (life and non-life) and 

$2.5 million for re-insurance, while the requirement in Guinea was US$ 0.2 million. 

In Nigeria it was $17.0 million, $25.0 million and $83 million, for life, non-life and re-

insurance companies, respectively. Minimum capital requirement in Sierra Leone 

was $50,000 for life and non-life and $500,000 for re-insurance companies. Life 

and non-life insurance companies were licensed separately in Nigeria and 

Ghana, while in the other countries, a combined licensing framework was in 

place (one license coverd both businesses).  The differences in capital and 

regulatory requirements represented a critical challenge to the cross-border flow 

in insurance services. Also, another challenge for the Zone was low insurance 

penetration as the gross premium to GDP ratio was less than 2.0 percent.  

 

The regulatory framework for the insurance sector in the WAMZ also differs. While 

there were separate insurance regulatory institutions in Ghana, Nigeria, and Sierra 

Leone, the Central Banks of The Gambia, Guinea and Liberia regulate insurance 

businesses under the financial institution’s laws. 

5.2  PENSION FUNDS 

The level of development of the pensions industry varies across the WAMZ, 

ranging from fairly liberalized and relatively well-developed programmes (Nigeria 

and Ghana) to autonomous self-regulated national pension schemes (The 

Gambia, Liberia and Sierra Leone). On the other hand, the pension scheme in 

Guinea is a “Division” within the national Budget Directorate in the Ministry of 

Economy and Finance. 

 

In Nigeria, the Pension Reform Act of 2004 provided for the establishment of the 

pension commission (regulatory body), pension fund custodians (PFCs) and 

pension fund administrators (PFAs) to administer pension assets in Nigeria. At end-

June 2011, there were 5 licensed PFCs and 31 PFAs in operation. The PFCs are 

responsible for warehousing the pension fund assets, while the PFAs are charged 

                                                                                                                         

18
 In Ghana, Life and None-life insurance businesses are licensed separately. 
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with managing the retirement savings accounts of the beneficiary employees. 

The custodians execute transactions and undertake activities relating to the 

investment and administration of pension funds as may be advised by the PFA. 

Under the Act, PFCs are required to license financial institutions with minimum net 

worth of US$32 million and total balance sheet size not below US$ 800 million, 

while the PFAs must be a limited liability company with minimum paid-up share 

capital of US $ 1 million. 

 

In Ghana, The National Pensions Act of 2008 provided the basis for pension 

reforms in the country via the introduction of a contributory three-tier pension 

scheme. The Act mandated the establishment of the National Pensions 

Regulatory Authority (NPRA) to improve the depth of the pension industry in 

Ghana. The NPRA is to provide income security for workers and uniform set of 

rules for the administration of pension in the country. However, the NPRA is yet to 

register Pension Trustees that would manage the second and third tiers of the 

scheme. The Act also provides transitional arrangements for contributors of the 

Social Security and National Insurance Trust (SSNIT), the Cap 30 and other similar 

pension schemes to ensure a smooth transition to the new Contributory Three-tier 

Pension Scheme. .   

 

The National Pension Schemes in The Gambia and Sierra Leone have grown 

significantly in the last decade accounting for over 10 per cent of total financial 

sector assets. The destabilizing civil conflict in Liberia, adversely affected the 

activities of the National Social Security & Welfare Corporation (NASSCORP). 

Nonetheless, the reforms initiated since 2006 have strengthened the 

management and viability of the Scheme. In Guinea, there are plans to 

introduce an autonomous self-regulated pension scheme.  

5.3          OTHER FINANCIAL INSTITUTIONS (OFIS)19 

There are vast differences in the types of OFIs across member countries (see Table 

10). In the Zone, they are mostly non-deposit taking, and are regulated by 

national central banks (applying financial institutions regulations) or capital 

market in the case of Securities and Brokerage Companies (applying the 

securities regulations). While there are few OFIs in The Gambia, Guinea, Liberia 

and Sierra Leone, the scope and scale of operations of OFIs are sufficiently large 

in Ghana and Nigeria. For instance, in Ghana the assets of Leasing and 

Mortgage Companies stood at US$ 45.7 million and US$ 63.3 million, respectively, 

in June 2011, while the assets of Discount Houses (DHs) in Nigeria stood at US $ 2.3 

                                                                                                                         

19
 OFIs include Securities and Brokerage Companies, Finance Houses, Development Finance 

Institutions (DFIs) Mortgage Finance Institutions (MFs), Foreign Exchange Bureaus (FB), 

Discount Houses (DHs) and Leasing Companies. 
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billion in June 2011. The CBN undertook a detailed examination of the operations 

of the Mortgage Institutions in Nigeria during the review period.  

 

 

Box 7: Examination of Primary Mortgage Institution (PMIs) in Nigeria in 2010 

 

The examination led to the classification of 29 PMIs as sound, five (5) as marginal, 

eighteen (18) as unsound and twenty-two (22) as insolvent. Nine (9) were 

undergoing restructuring, while 17 had stopped operations. Consequently, the 

institutions were notified of the following regulatory decisions: 

i) PMIs classified as “marginal” were required to inject fresh capital or liquid 

assets necessary to bring their prudential ratios to the acceptable levels. 

i) PMIs classified as “unsound” were, in addition to the above, prohibited from 

paying dividends; restricted from making new investments in fixed assets and 

subsidiaries; advised to embark on aggressive loan recovery; and placed on 

CBN/NDIC watch list. 

iii) PMIs classified as “technically insolvent” were, in addition (i) and (ii) to the 

above, restricted from any new lending (except to the extent of recoveries 

made) and given a month’s deadline to submit business plans outlining how fresh 

funds would be injected into the institutions.  

The relevant PMIs were required to fulfill the above conditions within six months. 

  

 

Source: CBN 
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Box 8: Recent Initiatives to Regulate Foreign Exchange Bureaus and 

Money Transfer Agencies Guinea 

 

 Taking into account the proliferation of foreign exchange bureaus and money 

transfer agencies in Guinea, the authorities decided to proceed with a 

cleansing of the sectors. Thus, the Central Bank issued a new directive on 

March 29, 2011, that was aimed at reorganizing and restructuring the 

operations/activities of the foreign exchange bureaus. The new directive places 

conditions of approval on both natural persons the moral persons. The key 

conditions for approval include “constitution of guarantee” which was 

increased to GNF 100 million (US$ 14,770) and the application fee which was 

set at GNF 1 million (US$ 147).  

 

In addition to the conditions of approval, the scope of operations of foreign 

exchange bureaus was clearly defined including the criteria for individuals 

who are entitled to carry out the operations of the enterprise: 

 

 - To buy and sell with the cash banknotes or accounts; 

 - Travelers’ cheques in foreign currencies against national currency; 

 - To buy and sell with the cash banknotes and accounts; 

 - Cheques in foreign currencies against of other foreign currencies.  

 

Moreover, the directive sets out the main the activity of foreign exchange 

bureaus and offered users a minimum of safety and transparency of their 

transactions.  

 

On the other hand, a new regulation for money transfer agencies was enacted 

on April 13, 2011. The regulation relates to the establishment and operation of 

money transfer agencies in Guinea.  

 

This regulation also sets out of the quality and the conditions of approval, and 

the fields and methods of intervention and administration such as the 

conditions of dissolution of the business. For obtaining an approval, the 

applicant will have to provide the proof of the subscription or guarantee 

(“Professional Civil responsibility”) which must constitute the guarantee of 

GNF 150 million (US$ 21,500) and an application fee of GNF 2 million (US$ 

295).  

 

Source: BCRG 
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5.4  FINANCIAL INCLUSION 

Financial inclusion, which refers to the delivery of financial services at affordable 

costs to the disadvantaged and low income segments of the population, under 

fair terms and conditions, attained international prominence in the last decade. 

Financial inclusion is of particular importance to member countries of the WAMZ, 

given the stylized facts of low access to finance and high borrowing costs, as well 

as the high incidence of poverty. The economies of the WAMZ are largely cash-

based and access to credit is particularly difficult for poor households, rural 

dwellers, and small and medium-size enterprises (SMEs) that constitute the greater 

proportion of economic agents in member countries. Bank penetration in the 

Zone is one of the lowest in the world, with one bank branch on average serving 

about 64,000 people. Generally, access to finance is hampered by fragilities in 

the lending environment. With the exception of Nigeria, private sector credit to 

GDP in 2010 was less than 25 per cent in all the WAMZ countries. 

 

Table 38: Private Credit Sector to GDP, 2010 

-
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  Source: WAMZ Member Countries  

 

Given the current situation, member countries of the WAMZ have lately 

undertaken several initiatives to promote access to finance and create financial 

inclusion.  
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Box 9: Recent Initiatives for Promoting Financial Inclusion in the Selected WAMZ 

Countries 

Nigeria 

The key initiatives include the issuance of guidelines on non-interest (Islamic) 

banking, introduction of new capital regime for banks and launching of the risk-

sharing mechanism for agricultural lending. The advantages of increased 

financial inclusion in Nigeria include poverty alleviation, ease of financial 

transactions, and economic growth and development.    

 

Sierra Leone 

Increasing access to finance is prioritized in the new Financial Sector 

Development Plan (FSDP). Accordingly, the National Microfinance Policy had 

been reviewed and its geared towards developing a policy framework to ensure 

sound, efficient and sustainable access to finance to serve the low income 

segment of the population, thereby, contributing to economic growth and 

poverty reduction in Sierra Leone. 

 

The BSL is presently reviewing the proposal for the setting up of an Agricultural 

Development Bank, and had approved the International Fund for Agricultural 

Development (IFAD) rescue plan of action, to comprehensively address the 

problems confronting community banks’ activities to ensure their sustainability 

and enhanced efficiency of their operations. 

 

The BSL had also approved the IFAD Business Plan for the setting up of a Technical 

Assistance Agency (TAA) for community banks and Financial Services 

Associations (FSAs). The TAA is expected to be transformed in the medium to long 

term to an Apex Bank, which will be charged with the responsibility of supervising 

both deposit and non-deposit taking MFIs. This policy will thus, allow BSL to 

concentrate on monitoring and supervising financial institutions that pose the 

highest systemic risk to the financial system. 

 

BSL granted permission to commercial banks to introduce several new financial 

instruments including money transfer activities, to further deepen financial 

intermediation. The introduction of financial products, for example, mobile credit 

(such as ZAP and SPLASH), operated by mobile phone companies in 

collaboration with commercial banks, is expected to increase access to financial 

services, especially in rural areas for the poor and other vulnerable groups. 

 

Source: BSL, CBN 
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5.4.1  Microfinance20 

 

MFIs play an important role in improving access to finance for the poor and 

vulnerable segments of the population in the Zone. Given the well-documented 

low level of financial inclusion and high incidence of poverty in the WAMZ, the 

authorities place high premium on supporting the development of microfinance 

and promoting micro-credit delivery, so as to unleash the potential for growth 

and development. Microfinance intervention programmes, are therefore, 

common across member countries. 

 

The last decade witnessed rapid growth of microfinance institutions in the WAMZ 

with about 1,175 MFIs currently existing across the Zone. Despite the recent 

proliferations of MFIs, the total asset of these institutions accounted for about 5.0 

per cent of the total banking system assets of member-countries. One of the key 

challenges facing the member countries of the Zone is instituting a robust 

supervisory framework to oversee the numerous MFIs in the Zone, and thereby 

stabilize their operations. Currently member-countries have guidelines governing 

the operations of MFIs in their respective jurisdictions.  

 

                                                                                                                         

20
 In Nigeria and Guinea, Rural Community Banks are the same as Microfinance Institutions. In 

Ghana, Microfinance Institutions includes Savings and Loans, Rural Community Banks, Finance 

Houses and Deposit Money Banks with microfinance programmes.  
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Box 10: Recent Reviews in Microfinance Guidelines of Selected WAMZ Countries 

 

The Gambia 

The CBG has issued prudential guidelines governing the operations of village 

savings and credit Associations, credit unions and microfinance companies (MFIs). 

A Non-Bank Financial Institution bill has been drafted recently and is awaiting 

parliament approval. The CBG is also working with stakeholders to develop the 

national microfinance policy framework for the operations of MFIs in the Gambia. 

Ghana 

BoG issued new guidelines for MFIs in 2011 that categorized the microfinance 

business into 4 tiers according to their business forms. The new guidelines outline 

the capital regime, permissible activities, branch network and prudential reporting 

requirements for each tier. 

Guinea 

The BCRG issued new prudential guidelines on microfinance institutions. The new 

guidelines classified microfinance institutions into three categories under and 

defined the framework for the regulation and control of the activities of these 

institutions. The first two categories are authorized to collect the deposits and to 

grant appropriations while the operations third category is limited to credit only. 

Going forward, the Guinean Authorities intend to create an inclusive financial 

sector and this has necessitated the launching of a national strategy for 

microfinance development. This strategy is currently under development with the 

support of the United Nations.  

Liberia 

The CBL have issued new regulations to govern the operations of deposit taking 

microfinance institutions 

Nigeria 

The CBN reviewed the microfinance policy framework during the period to 

strengthen the National Microfinance Policy Consultative Committee (MPCC) for 

effective implementation of the policy. The framework also established a new 

capital regime for Microfinance Banks (MFBs). It further extended the interest 

drawback programme (IDP) of the Agricultural Credit Guarantee Scheme Fund 

(ACGSF) to MFB clients involved in agricultural business. 

Sierra Leone 

BSL issued two distinct guidelines in 2009 for the regulation and supervision of MFIs 

(Credit-only MFIs and Deposit-taking MFIs). Credit-only MFIs are issued with 

certificates of registration and only give out credit to its customers but do not 

accept deposits.  Deposit-taking MFIs are issued with licenses to carry out deposit-

taking microfinance business in the country. 

 

Source: BCRG, BoG, CBG, CBL, CBN, and BSL 
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CHAPTER 6 – STRENGTHENING THE FINANCIAL SYSTEM 

INFRASTRUCTURE 

6.1         INTRODUCTION 

The development of a strong financial system infrastructure is fundamental for 

effective functioning of the financial system as it promotes financial stability and 

support good governance. Financial system infrastructure (FSI), which includes 

the institutions, instruments, technologies, rules and standards that facilitate 

financial intermediation, is the underlying foundation for the operations of the 

financial system. The elements of FSI comprise the credit information, payment 

and settlement systems, as well as financial regulation supervision and reporting.  

Member countries of the WAMZ have formulated several policies including 

legislative and institutional reform measures geared towards enhancing financial 

system infrastructure in line with acceptable international standards during the 

review period.  

6.2          FINANCIAL REGULATION, SUPERVISION AND REPORTING 

The legal and regulatory framework in the WAMZ empowers the regulators to 

govern the conduct of market participants in an orderly manner so as to develop 

the financial system and facilitate the monitoring and enforcement of rules, that 

would ensure depositors’ and investors’ protection. Accordingly, the key laws are 

those governing the formation and operation of the central bank and the laws 

regulating the operation of banks, the financial institutions and markets, as well as 

the payments and settlement system. 

 

There are on-going efforts aimed at strengthening the regulatory and supervisory 

framework for banks in line with international best practice. In the WAMZ, the 

responsibility for licensing and supervision of banks lies with the national central 

banks, with its framework entrenched in the Banking Acts of the various countries. 

However, in Nigeria the National Deposit Insurance Corporate (NDIC), also 

supervises the deposit money banks.    The different Banking Acts largely 

incorporate key provisions of the Basel Core Principles for effective supervision. In 

all countries, the central banks have specialized banking supervision departments 

(BSD) that are charged with the responsibility for monitoring and surveillance of 

banks in order to ensure compliance with the laid down rules and regulations.  

Prudential regulations in member countries are largely consistent with 

international norms, and include regulations on capital adequacy, asset quality, 

large exposure, internal controls and corporate governance. Nevertheless, there 

is the need for improvement in the computation of the capital adequacy ratio to 

reflect the level of risk while at the same time ensuring that the limit on large 
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exposures is harmonized across countries to reflect the Basel Committee’s 

recommendation. 

 

Compliance with the prudential regulation is reasonably high in the Zone, as 

national central banks are empowered to impose strict sanctions including 

withdrawal of banking license for non-compliance. With the exception of Nigeria, 

less than 1 per cent of banks in the other countries were in violation of minimum 

capital adequacy ratio requirements. In Nigeria, the CBN intervened in eight 

banks in 2009 and subsequently established the AMCON in 2010 to buy the toxic 

assets of banks, and ultimately improve their capital adequacy. As at end June 

2011, AMCON has purchased eligible bank assets amounting to US$ 17.6 billion. 

However, nearly all banks in the WAMZ comply with the limit on large exposure.  

 

The challenge for member countries is to harmonize supervisory processes and 

strengthen the capacity of examiners. Ghana, Nigeria and Liberia have fully 

adopted risk-based supervision (RBS) of banks. The Gambia sparsely applies risk-

based supervision, while Guinea and Sierra Leone still undertake compliance-

based supervision. Staffing in the supervision departments is adequate for the 

majority of the central banks21 (The Gambia, Ghana, Liberia and Nigeria), and 

supervisors are highly qualified. Ghana and Sierra Leone have fully adopted 

International Financial Reporting Standards (IFRS), while the other countries have 

set timelines for its implementation. Also, all members have set timelines for the 

implementation of Basel II. Member countries, under the auspices of the College 

of Supervisors of the WAMZ, are currently taking steps to address the divergence 

in supervisory practices by developing an action plan for the harmonisation of 

supervisory process through the implementation of RBS, IFRS and Basel II.      

 

 

 

 

 

 

 

 

 

 

 

 

 

 
                                                                                                                         

21
 Guinea and Sierra Leone will need to recruit and train more examiners and there are ongoing 

initiatives to that effect.  
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Box 11: Recent Review of Financial Regulation in Selected WAMZ Countries 

 

Ghana  

In order to cope with the dynamism of the financial system, and to ensure the 

relevance of its operations, the Bank of Ghana in collaboration with other 

stakeholders sought to review some of the financial laws and guidelines of the 

country so as to regulate the financial system more effectively. Consequently the 

following laws and guidelines are being reviewed by the relevant stakeholders. 

-  The Government of Ghana is in the process of reviewing the Companies Act, 

1963 (Act 179) 

-   The Bank of Ghana is also currently reviewing following Acts: 

i. The Banking Act, 2004 (Act 673) as amended; 

ii. The NBFI Act, 2008 (Act 774); 

iii. The Foreign Exchange Act, 2006 (Act 723) 

iv. The Credit Reference Bureau Act; 

v. Payment Systems Act, 2003 (Act 662); 

- The banking supervision department of BOG is in the process of finalizing the 

following Guidelines for top management: 

i. Risk Management Guidelines 

ii. Interventions Guidelines 

iii. Dormant Accounts Guidelines 
 

Guinea 

Guinea is developing leasing financial regulations in a bid to expand financial 

products for credit transactions and increase funding opportunities for small and 

medium enterprises. Regulations regarding the classification of Financial 

Institutions, including definitions of their scope of operation are also being 

developed. In addition, payments system regulations are expected to be issued 

soon. 

 

Sierra Leone 

The BSL is currently reviewing the Bank of Sierra Leone and Banking Acts 2000 to 

ensure consistency with international best practices. When enacted into law, the 

Acts will provide robust legal framework for the effective regulation and 

supervision of financial institutions within the purview of the Bank. The Acts will 

guarantee among others, the autonomy of the Bank in terms of granting new 

licenses, suspension and revocation of licenses of financial institution without 

recourse to any authority.  

  

New prudential guidelines were issued to commercial banks in November 2010 to 

facilitate effective regulation and supervision. To avert potential contagious risks 

arising from the operations of other financial institutions, the Bank of Sierra Leone 

broadened its regulatory and supervisory frameworks to include “some” other 

financial institutions. Guidelines governing the operations of deposit-taking MFI’s, 

mortgage finance institutions and lease finance companies have been 

developed and issued to the public. 

 

Source: BoG, BCRG and BSL 
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6.2.1         Financial Intelligence/Surveillance 

Following on-going global concerns regarding money laundering and terrorism 

financing, most WAMZ member countries have put in place (or are in the process 

of putting in place) firm anti-money laundering and terrorism financing (AML/CT) 

regulations to combat financial crimes, and thus, promote financial integrity. At 

the regional level, WAMZ countries are part of the Intergovernmental Action 

Group against Money Laundering in West Africa (GIABA), that is mandated to 

among others, ensure the adoption of standards against money laundering and 

financing of terrorism in accordance with acceptable international standards 

and practices. Ghana and Nigeria have established specialised Financial 

Intelligence Centres (FICs), under the auspices of the AML regulations and GIABA 

guidelines. Financial Intelligence Units (FIUs) in the other member countries (The 

Gambia, Guinea, Liberia and Sierra Leone) are warehoused in the respective 

central banks. The core functions of the FIC/FIUs are to receive, analyse and 

disseminate information relating to money laundering to law enforcement 

agencies for investigation and prosecution.   
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Box 12: Nigeria Financial Intelligence Unit (NFIU) 

 

The Nigeria Financial Intelligence Unit (NFIU) was established in June 2004, and 

coordinates the country's anti-money laundering and combating of financing 

terrorism (AML/CFT) regime. 

 

NFIU, though domiciled in the EFCC, services all stakeholders, including law 

enforcement and regulatory agencies. The domiciliation of NFIU in the EFCC is 

strategic, given the peculiarities of the Nigerian environment. In addition to its 

core functions, the NFIU monitors compliance with AML/CFT requirements, and 

ensures that reporting institutions create adequate awareness on AML/CFT issues 

among others. 

 

Statutorily, the Unit/Center monitors compliance of reporting entities with 

AML/CFT requirements through on-site examinations. It also monitors the country’s 

compliance with the FATF (40+9) recommendations, as contained in the action 

plan of GAIBA for the implementation of the recommendations of the Mutual 

Evaluation Report (MER)22. 

 

On a broader spectrum, the goal of the NFIU is to increase the transparency of 

Nigeria's financial and designated non-financial systems, so that economic and 

financial crimes, particularly money laundering and terrorist financing, can be 

prevented or detected, investigated and successfully prosecuted. Since its 

establishment, the NFIU has played significant role in deepening the 

implementation of AML/CFT regime in Nigeria. The NFIU is a member of the 

Egmont Group of Financial Intelligence Units.   

 

Source: CBN 

6.3          CREDIT INFORMATION AND DELIVERY 

Providing easy access to accurate information on borrowers plays a critical role in 

lowering intermediation costs and expanding credit to retail businesses and small-

scale medium sized enterprises (SMEs). Given the prevalence of high borrowing 

cost and low access to finance in the WAMZ, some national central banks have 

established Credit Reference Bureaus (CRBs) to address the problem. All national 

central banks now have structures in place to compile and disseminate credit 

information by creating units within their respective institutions to perform the role 

of CRBs. Furthermore, Ghana and Nigeria have gone ahead in licensing private 
                                                                                                                         

22
 Progress made in addressing the deficiencies highlighted in the MER is reported to the GIABA 

Secretariat yearly for onward discussion at the GIABA Plenary meeting.   
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operators of CRBs. Currently, Ghana has one CRB while Nigeria has three. In 

addition, Ghana has established a Collateral Registry (CRs) (under the Borrowers 

and Lenders Act, 2008 (Act 773)), in addition to a private CRB. Nigeria is in the 

process of automating and centralizing its collateral registry for both movable 

and immovable properties for ease of access and retrieval of legal title 

documents.  

 

Generally, CRBs within the Zone have helped to engender transparency in 

borrowing and lending relationships, by clarifying the rights and responsibilities of 

borrowers and lenders. The CRBs have aided the provision of timely and accurate 

information on credit profile of customers. It is however, too early to judge 

whether CRBs have helped to reduce borrowing costs and the volume of non-

performing loans. Nonetheless, minimizing the transaction costs associated with 

financial intermediation to facilitate efficient credit delivery process remains the 

critical objective of CRBs in the Zone.  

 

Box 13: Products Offered by Private Credit Bureaux (PCB) in the Zone 

 

A private credit bureau is a company that collects information on various sources 

and providers of consumer credit in order to help lenders assess the 

creditworthiness of borrowers and hence the interest rate on the loan. 

The range of products and services provided by the PCBs include the following: 

- Customer identity verification, 

- Credit report, 

- Self-enquiry, 

- Bulk portfolio review, 

- Credit scoring and rating, and 

- Referencing and credit risk assessment. 

The challenges faced by the PCBs include: 

- Public awareness on the importance of their operations; 

- Absence of acceptable unique identifier; 

- Inadequate skilled manpower; and 

- Non-existence of reliable data capturing and information sharing 

mechanisms. 

 

Source: WAMZ Authorities 

 

The enforcement of contracts and prompt adjudication of property rights are of 

particular concern in the WAMZ. Banks across the Zone face challenges in 

enforcing court decisions and foreclosure of collateral. Furthermore, the judicial 

procedures in member countries are slow and time-consuming. In particular, 

insolvency resolution is compounded by lack of experience in insolvency 
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administration.  Some member countries (Ghana and recently, Sierra Leone) 

have responded to these challenges by establishing fast-track Commercial 

Courts (CCs). 

 

The authorities in the other member countries (Guinea, Liberia, Nigeria and Sierra 

Leone) are implementing various reform measures to expedite the administration 

of justice especially in the area of commercial judicial adjudication.  Nigeria, in 

particular, is presently evaluating the potential for the establishment of 

commercial courts for the effective resolution of commercial disputes. A National 

Commission on the Reform of the Administration of Justice established by the 

Federal Government of Nigeria recently submitted its report. One of the terms of 

reference of the commission was to develop modalities for the establishment of 

fast-track courts in Nigeria for speedy resolution of commercial disputes. CCs 

arrangements are generally expected to among others, reduce court congestion 

and hasten the dispensation of justice, especially with regard to commercial 

cases. Liberia has enacted a new Commercial Code and legislation for the 

establishment of a Commercial Court.  In particular, the successful establishment 

of CCs in all WAMZ countries will represent a critical component of the legal and 

institutional reforms in the Zone.  

6.4  PAYMENTS SYSTEM 

Within the WAMZ, the development of national/regional payments systems is a 

top priority (national/regional development objective). Ghana and Nigeria have 

well-developed national payments systems that consists of fully established Real 

Time Gross Settlement Systems (RTGS), that provides an environment for safe, 

sound, secure and timely payments and improved clearing cycle for paper 

instruments.  

 

The development of the payments systems in The Gambia, Guinea, Liberia and 

Sierra Leone is on-going. This has been facilitated by the launch of the WAMZ 

Payments System Development project, undertaken by WAMI, and funded by 

the African Development Bank (AfDB), with contributions from member central 

banks and commercial banks. The payment system infrastructure in these 

countries is in the process of being modernized from the traditional cash and 

paper-based modes of payments to a network of more sophisticated 

technologically driven systems, through the deployment of systems designed to 

handle and process both large value and retail payments. The WAMZ/AfDB 

project will ensure the deployment of the various payments system infrastructure 

(Core Banking Application-CBA, ACP, ACH, RTGS and Scriptless Securities 

Settlement-SSS).  The infrastructure of the national central banks will also be 

upgraded to state-of-the art IP-based data communication networks, supported 

by a reliable uninterrupted power supply. Furthermore, investment in IT 
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infrastructure by the commercial banks in the Zone has made it possible for the 

introduction of ATMs, thereby facilitating the use of debit and VISA cards. The 

WAMZ/AfDB project is expected to go-live in The Gambia, the pilot site, by end 

2011, and to be completed by fourth quarter 2012. The project, when completed, 

is expected to strengthen the payment and settlement system, ensure security 

and efficiency and guarantee final settlement.   

 

The Retail Payment System (RPS) in the Zone has undergone notable changes in 

recent years due to the gradual introduction of electronic or e-banking as a 

mode of payment, especially for low value transactions and the introduction of 

National Switches23 in Ghana and Nigeria. The Gambia, Guinea, Liberia, and 

Sierra Leone also plan to introduce National Switches in the near future. These 

developments are encouraging the evolution of an efficient payment system, as 

non-cash (paper-based and electronic) retail transactions are less costly, and 

quicker to process compared to cash-based transactions.  The non-cash means 

of payment in the Zone are still predominantly dominated by paper-based 

transactions (cheques) and electronic payments (SWIFT FIN Copy Service). 

                                                                                                                         

23
 National Switches provide a common platform through which all banks interconnect their 

Automated Teller Machines (ATMs) and Points of Sale (POS) with other financial products. 
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BOX 14: Financial Stability: Going Forward 

 

Central Banks of the WAMZ recognise the need to strengthen the framework 

for financial stability in the Zone going forward. Member countries have 

therefore decided to take the following measure: 

 

o Full implementation of Basel II and III in all member countries by end 

2014; 

o Adoption of risk-based and consolidated supervision in all countries; 

o Full implementation of IFRS in all countries by end 2014; 

o Full implementation of macroprudential regulation and supervision in 

all countries; 

o Adoption of a harmonised Code of Corporate Governance for the 

banking industry; 

o Enhance the standardisation and uniformity of supervision reports 

through the implementation of the Electronic Financial Analysis and 

Surveillance System (e-FASS);  

o Undertake joint examination of banks with cross-border subsidiaries; 

o Strengthen oversight of non-bank financial institutions; 

o Promote the development of financial markets by encouraging the 

proliferation of short-term money market instruments; and 

o Encourage the development of capital markets especially debt 

markets by issuing long term instruments and harmonising trading and 

listing rules to cross-listing of stocks 

 

 

Source: WAMZ Member Countries 
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CHAPTER 7 - CONCLUSION  
 

Over the past three years, the global financial system has witnessed high volatility 

triggering massive contraction in real sector activities. Ultimately, adverse market 

development in the U.S rapidly spread across the globe, creating a global 

economic crisis and causing international financial markets to crash. Fiscal 

vulnerabilities, rising unemployment and reduction in aggregate demand push 

the banking sector into distress leading to massive bailout of banks. Within the 

WAMZ, the crisis affected the banking system through fall-offs in banking activity 

and high NPLs as the real sector weakened, thus reducing overall profitability of 

banks. International response to the crisis advocated cooperation and 

collaboration in supervision in order to tackle the challenges of poor risk 

management and weak corporate governance in banks. In response to the call 

for enhanced supervisory cooperation among countries, member countries of 

the WAMZ as mentioned earlier established the CSWAMZ in July 2010. Since its 

establishment, the CSWAMZ has made remarkable progress in promoting 

financial stability in the Zone through information sharing, capacity building, and 

strengthening corporate governance among others. It is important to affirm that 

the decision to publish this Report at a time when global financial volatilities are 

on the rise is meant not only to enhance financial stability in the Zone but address 

challenges confronting the financial system and awaken all stakeholders to the 

challenges ahead. This publication is finally expected to provide significant 

insights about the health of the financial system in the Zone including efforts 

being undertaking by authorities to enhance the soundness of the system for the 

first half of the year. 

. 
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EXPLANATION OF ACRONYMS AND ABBREVIATIONS 

 
ACH - Automated Clearing House 

ACP - Automated Cheque Processing 

AfDB - African Development Bank 

AMCON - Asset Management Corporation of Nigeria  

AML/CFT - Anti-Money Laundering and Combating the 

Financing of Terrorism  

ASI - All Share Index  

ATMs - Automated Teller Machines 

BCEAO - Banque Centrale des Etats de l’Afrique de l’Ouest 

(Central Bank of West African States) 

BoG - Bank of Ghana 

BCRG - Banque Centrale de la République de Guinée 

BSE Sensex - Bombay Stock Exchange (Indian Stock Index) 

BSL - Bank of Sierra Leone 

CAC 40 - Cotation Assisteé en Continu (French Stock Index) 

CACS - Commercial Agricultural Credit Scheme  

CC - Commercial Court 

CAB - Current Account Balance 

CAR - Capital Adequacy Ratio 

CBA - Core Bank Application 

CBG - Central Bank of The Gambia 

CBL - Central Bank of Liberia 

CBN - Central Bank of Nigeria 

CIBN - Chartered Institute of Bankers of Nigeria 

CRMS - Credit Risk Management System 

CRB - Credit Reference Bureau 

CSWAMZ - College of Supervisors of the West African Monetary 

Zone 

D-8  - Group of Eight Developing Countries  

DAX - Deutscher Aktien Index (German Stock Index) 

DFIs - Development Finance Institutions  

DMBs - Deposit Money Banks 

DMO - Debt Management Office 

ECB - European Central Bank 

EGX CASE 30  - Egyptian Stock Index (Cairo and Alexandria Stock 

Exchange) 

EFCC - Economic and Financial Crimes Commission 

EMV - Euro MasterCard Visa 

FATF - Financial Action Task Force 

FCs - Finance Companies 
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FGN - Federal Government of Nigeria  

FIC - Financial Intelligence Centers  

FIU - Financial Intelligence Units 

FMBN - Federal Mortgage Bank of Nigeria 

FSDP - Financial Sector Development Plan 

FSIs - Financial Soundness Indicators 

FSR - Financial Stability Report 

FSRCC - Financial Services Regulation Coordinating 

Committee 

FTSE 100 - Financial Times Stock Exchange Index (UK Stock 

Index) 

GAIBA - Groupe Intergouvernemental d'Action contre le 

Blanchiment d'Argent en Afrique de l’Ouest 

GDP - Gross Domestic Product 

GSE  - Ghanaian Stock Exchange Index 

GTB - Guarantee Trust Bank 

HFC - Home Finance Company 

HHI - Herfindahl-Hirschman Index 

IFAD - International Fund for Agricultural Development 

IFRS - International Financial Reporting Standards  

IGBC  - Indice de la Bolsa de Valores de Columbia 

(Columbian Stock Index) 

IMF - International Monetary Fund 

IT - Information Technology 

JSE - Johannesburg Stock Exchange (South African Stock 

Index) 

KYC - Know Your Customer 

L/C - Letter of Credit  

M2 - Broad Money Supply 

MCP - Microfinance Certification Programme 

MDAs - Ministries, Departments and Agencies 

MFBs - Microfinance Banks  

MFIs - Microfinance Institutions 

MICEX - Moscow Inter Bank Currency Exchange (Russian 

Stock Index) 

ML/FT - Money Laundering and Financing of Terrorism  

MoUs - Memoranda of Understanding  

MER - Mutual Evaluation Report  

MENA -  Middle East and North Africa 

MPCC -          Microfinance Policy Consultative Committee  

MPR -           Monetary Policy Rate 

MDRI -    Market Development and Restructuring Initiative 

http://www.giaba.org/index.php?lg=2
http://www.giaba.org/index.php?lg=2
http://www.giaba.org/index.php?lg=2
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MITAF - Microfinance and Investment Technical Assistance 

Facility  

NACRDB - Nigerian Agricultural Co-operative and Rural 

Development Bank 

NAICOM - National Insurance Commission 

NASSCORP - National Social Security and Welfare Corporation 

NDIC - Nigeria Deposit Insurance Corporation 

NEXIM - Nigeria Export-Import Bank  

NFIU - Nigeria Financial Intelligence Unit 

Nikkei 225 - Japanese Stock Index 

NIRSAL - Nigerian Incentive-based Risk Sharing System for 

Agricultural Lending  

NPLs - Non-Performing Loans  

NPRA - National Pension Reform and Regulatory Authority 

NSE - Nigerian Stock Exchange 

NSE 20 - Nairobi Stock Exchange (Kenyan Stock Index) 

OBB - Open Buy Back  

OFIs - Other Financial Institutions 

PAIF - Power and Aviation Infrastructure Fund  

PCBs - Private Credit Bureaux 

PENCOM - National Pension Commission 

PFAs - Pension Fund Administrators 

PHB - Platinum Habib Bank  

PFCs - Pension Fund Custodians  

PMIs - Primary Mortgage Institutions  

POS - Point of Sale  

PSV 2020 - Payments System Vision 2020 

ROA - Return on Assets 

ROE - Return on Equity  

ROSCAs - Rotating Savings and Credit Associations  

RTGS - Real-Time Gross Settlement System 

RPS - Retail Payments System 

SEC - Securities and Exchange Commission 

SMEs - Small and Medium Enterprises  

SMECGS - Small and Medium Enterprises Credit Guarantee 

Scheme  

SROs - Self Regulatory Organisations 

SSA - Sub Saharan Africa 

SSNIT - Social Security and National Insurance Trust 

SSS - Scriptless Securities Settlement 

S&P  - Standard and Poor’s  
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SWIFT, FIN - Society for Worldwide Interbank Financial 

Telecommunications, Financial Application  

TSX  - Toronto Stock Exchange 

TAA - Technical Assistance Agency 

WAMZ - West African Monetary Zone  

WEO - World Economic Outlook 
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APPENDIX  

2009 2010 2010 2011

June June

Output and prices

Real GDP growth (%)* 6.4 7.7 7.7 8.2

Nominal GDP ($mil) 199,269.0 99,660.0 233,712.1 132,238.3

Inflation Rate (end of Period) 13.5 13.4 12.4 11.6

Money and credit

Money Supply (M2+) growth (% change) 4.5 31.1 8.9 12.3

Velocity (Nom. GDP/M2+) 2.4 1.2 2.6 1.4

External sector

Gross International Reserves ($mil) 46,452.0 41,483.5 38,082.1 38,500.0

Gross International Reserves (in months of import) 13.7 11.8 7.0 6.3

Governments Fiscal operations 

Tax Revenue ( % of GDP) 12.1 13.0 12.3 14.6

Salary mass/Total tax revenue 35.6 40.1 41.2 41.9

Public Investments from domestic receipts
22.6 14.5 13.6 7.3

Captital Expenditures / Total Expenditures 21.8 14.5 13.0 7.9

Expenditure (% of GDP) 22.7 28.0 28.8 28.2

Fiscal Balance includ. Grants ( % of GDP) -3.3 -3.4 -5.8 -2.3

Fiscal Balance excl.Grants ( % of GDP) -3.8 -3.9 -6.3 -2.6

Source: WAMZ Authorities and WAMI Staff 

(*) The real GDP Growth is on annual basis

Appendix 1: WAMZ (Zone-Wide): Selected Macroeconomic Indicators
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