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T

he Financial Stability Report (FSR)
of the West African Monetary
Zone (WAMZ) is an annual
publication of the College of Supervisors
of the West African Monetary Zone
(CSWAMZ). The key objective of this
report is to peer review developments
in the financial sector in member states
of the WAMZ with a view to identifying
and mitigating in a timely manner, key
risks facing the zone’s financial system.
The Report also highlights inter-linkages
between macroeconomic stability and
financial soundness and stability in the
zone. This edition of the report covers
the period January-December, 2013.
The financial system continued to
improve following the implementation of
reforms in the capital markets, and the
gradual adoption of macro-prudential
regulations in the performance of
supervisory oversight. These measures
have resulted in the strengthening of
financial soundness, as well as expansions
in key balance sheet indicators, including
credit, deposit and asset. The improved
performance benefited immensely from
the prevailing favorable macroeconomic
environment in most member countries.
However, a potential red flag in the
zone’s financial system, particularly its
banking industry, is the rapid depreciation
of some national currencies. This
development underscores the increasing
likelihood of foreign currency risk, with

adverse implications for banks’ balance
sheets.
This report was produced by the West
African Monetary Institute (WAMI), and
was supervised by the Director General,
Dr. Abwaku Englama. The analysis and
production of the Report was carried out
by A. Barry (Director), E. A. Onwioduokit
(Deputy Director), M.D. Umo and K.
Mansaray (Senior Economists), of the
Financial Integration Department. The
Banking Supervision Departments (BSDs)
of member central banks of the WAMZ
provided the data and country reports.
The Report, benefitted from comments
of the Operations Committee of WAMI
and suggestions by external reviewers.
The Report is organized in 6 chapters.
Chapter 1 reviews global and
domestic macroeconomic and financial
developments, with a view to assessing
their impact on financial stability in
the WAMZ. Chapter 2 discusses
developments in the WAMZ Financial
System, while Chapter 3 analyses the
general conditions of the banking industry
in the WAMZ. Developments in nonbank financial institutions are reviewed
in Chapter 4, while Chapter 5 highlights
developments in the financial system
infrastructure. Chapter 6 concludes the
report with an overall assessment of
financial stability in the zone.
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It is my hope that this Report would
provide
useful
and
up-to-date
information and policy recommendations
to governors of member central banks,
other policy makers, as well as regulators
of the financial system in member
countries of the WAMZ.

viii

Your feedback would be highly
appreciated. Please send all comments
to the following addresses
eonwioduokit@wami-imao.org
mumo@wami-imao.org
kmansaray@wami-imao.org
Essa A.K Drammeh
Chairman, CSWAMZ, and Director,
Banking Supervision, Central Bank of
The Gambia.
July, 2014
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W

eak
consumer
demand
occasioned by the general
slowdown in the international
environment, as well as the persisting
fragility and prevailing downside risks,
resulted in a 2.0 percentage points
deceleration in global output growth, to
3 percent in the review period, relative to
the preceding year (WEO, April, 2014).
Output growth in the review period was
driven mainly by growth in the advanced
economies, as growth in the emerging
and developing economies decelerated
Inflation in the advanced economies
generally
trended
downwards,
averaging 1.4 percent, from 2 percent
in the previous year. This was mainly on
account of declining commodity process,
improved supply, as well as weakening
demand from key emerging market
economies, particularly China.
The modest improvement in the global
economic activities in 2013 reflected the
mild recovery witnessed in the Zone. The
real GDP growth for the Zone increased
modestly to 7.0 percent in 2013,
from 6.8 percent 2012, and remained
robust. Major contributor to growth
was Nigeria, at 5.64 percent, while
Ghana accounted for approximately 1.0
percent. Inflationary pressures subsided
in the WAMZ, averaging 9.0 percent,
from 11.6 percent in 2012. Four Member
States, were able to curtail inflation rates
within single digits, attributed mainly to
tight monetary policy stance, prudent

monetary management, and improved
performance in agriculture sectors
across the zone.
Although fiscal deficit (excluding grants)
in the WAMZ was contained within
the 4 percent threshold, it however
deteriorated to 3.6 percent of GDP,
compared to 3.2 percent in the previous
assessment period. Aggregate gross
external reserves in the WAMZ increased
to USD51.4 billion as at end-December
2013, equivalent to 7.7 months of importcover, from USD50.7 billion (7.0 months
of import-cover) in 2012. Exchange rate
developments were mixed, as all but one
of the currencies depreciated against the
dollar.
Financial sector performance was
generally robust in the WAMZ, with
all but one of the market segments
recording significant improvements.
The development was attributable to
the rebound in the zone’s GDP growth
and other favorable macroeconomic
conditions. Treasury bills and bonds
remained the preferred investment outlet
in the short-end of the money market,
despite the fall in yield. However, there
was a lull in activities in the corporate
bonds market. Interbank transactions fell
owing to excess banking sector liquidity,
causing interbank rates to trend generally
downwards. The volume of foreign
exchange transactions increased across
member countries, reflective of member

ix
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central banks’ resolve to stabilize the
domestic currencies.

x

Activities on the capital markets in the
WAMZ were mostly bullish, as both
Market Capitalization and Market
Turnover increasing by 33.9 and 96.9
percent, respectively, owing mainly to
renewed investor confidence arising
from the implementation of reform
measures. The integration of the three
securities exchanges in the WAMZ
(Ghana Stock Exchange-GSE, Nigerian
Stock Exchange-NSE and Sierra Leone
Stock Exchange-SLSE), as well as that
in the UEMOA2 zone (Bourse Regionale
des
Valuers
Mobilieres-BRVM),
received a boost with the adoption
and approval of the framework for the
implementation of Phase 1(Sponsored
Access) of the integration programme.
Member Exchanges were to commence
implementation after the rules are
approved by their respective statutory
regulators.
There was an expansion in banks’ balance
sheet resulting from the favourable
macroeconomic
developments,
especially robust real GDP growth
and declining inflation. Banking sector
liquidity remained strong even though
the asset quality deteriorated. However,
profitability and the loss absorption
capacity remained healthy. The recent
spate of currency depreciation in some
member countries underscores the
rise in foreign currency risks which
might adversely affect balance sheets
in the future. In addition, lending rates
remained high although the zone-wide
net interest rate spread declined.

Banks in the WAMZ remained generally
sound, with member countries recording
an average Capital Adequacy Ratio
(CAR) that was above the 10.0 percent
regulatory minimum. The zone-wide
level of profitability as measured by Return
on Assets (ROA) remained unchanged
at 2.4 percent, same as in December
2012. This indicator improved in two
member countries, and declined in four,
with one posting a negative value. Return
on Equity (ROE) however increased to
17.7 percent in 2013 from 14.2 percent
in 2012. The zone-wide ratio of NPLs to
gross loans (asset quality) increased from
12.5 in 2012 to 13.0 percent in 2013.
This was mainly on account of a rise in
NPLs in some member countries, well
above the tolerable prudential limit of
10.0 percent.
The ratio of net interest margin to gross
income declined to 44.4 percent, from
57.6 percent in December 2012. This
was mainly on account of the decline in
gross incomes and net margins in two
member countries. The development,
which indicates a downswing in the
performance of productive assets
(investment and credit)was due partly to
the fall in the return on banks’ investment
and the rise in non-performing assets.
However, the ratio of non-interest
expense to gross income improved
to 59.5 percent in 2013, from 78.6
percent in 2012. This was attributed to
the reduction in non-interest expenses
of banks in some member countries,
following efforts to reduce operating
cost.

UEMOA, which is the first monetary union in West Africa, consisting of all the francophone countries,
except Guinea, is the acronym for Union Economique et Monetaire l’Ouest Afrique.
2

The non-bank financial institutions (NBFI)
continued to strengthened competition in
the financial sector through their savings
mobilization function. Furthermore, the
interconnectedness of the NBFIs with the
banking industry had wider implications
for financial stability since risks could
be transmitted across sub-sectors. The
insurance sector in the WAMZ witnessed
significant
improvements
during
the review period. Gross insurance
premiums increased by 12.9 percent, to
USD2.47 billion in 2013, from USD2.18
billion in 2012, on account of favorable

macroeconomic developments and
reform measures aimed at deepening the
sector. Nevertheless, , gross premiums
as a percentage of GDP remained below
2.0 percent in all countries. Microfinance
activities were robust, as the total assets
expanded by 22.7 percent to USD4.7
billion in 2013, from USD3.8 billion.
This was on account of the expansion in
microcredit/loans in all member countries
and the entry of new operators into the
sub-sector. Pension Funds continued to
emerge as major players in the financial
sector, mainly in Ghana, Nigeria and
Sierra Leone. Member States continued
to undertake key activities to improve
the depth and efficiency of the pension
industry during the review period.
Member
states
continued
to
strengthen and implement laws for the
establishment and regulation of banks
and non-bank financial institutions, as
well as capital markets and payments
system reforms. Furthermore, member
states
demonstrated
commitment
towards the strengthening of prudential
norms by focusing more on macroprudential supervision. Access to credit
information continued to improve
in the review period. Private Credit
Bureau (PCBs) operated alongside the
Credit Management System of central
banks in some member countries. The
Payments System Development projects
in The Gambia, Guinea, Liberia and
Sierra Leone, including the upgrades in
Ghana and Nigeria, recorded significant
progress. The System continued to run
smoothly in The Gambia and Sierra
Leone, while implementation was ongoing in Guinea and Liberia. The project
is expected to be completed by endDecember, 2014.
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Nigeria continued to dominate the crossborder banking landscape in the WAMZ,
with twenty one (21) subsidiaries of 6
of its banks operating within the zone.
This further underscores the need for
close and coordinated cross-border
supervision to consolidate financial
stability. The College of Supervisors
of the West African Monetary Zone
(CSWAMZ) continued to play its role
in the promotion of a sound, vibrant,
robust and stable financial system in
the zone. In that regard, member
central banks continued to demonstrate
strong commitment towards the
institutionalization of sound corporate
governance principles, as well as the
implementation of Risk Based Supervision
(RBS), Basel Core Principle (BCPs),
Basels II and III, and the International
Financial Reporting Standard (IFRS) in all
deposit money banks operating within
their jurisdiction. In addition, fourteen
(14) Nigerian bank subsidiaries were
jointly examined by the CBN and others
members of the CSWAMZ during 2013.
Joint examination reports were issued
to the examined-banks to aid in the
identification of potential risks as well as
measures required to mitigate them.

xi
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OVERVIEW OF MACROECONOMIC AND
FINANCIAL DEVELOPMENTS
CHAPTER ONE
1.1

International Developments

1.1.1 Output
Weak consumer demand, occasioned by
the general slowdown in the international
environment, as well as the persisting
fragility and subsisting downside risks,
resulted in a 2 percentage points
deceleration in global output growth, to 3
percent in the review period, compared
to the previous year. With continued
improvements in macroeconomic and
financial conditions, output growth outperformed the World Economic Outlook
(WEO) projected 2.9 percent in 2013.
Output growth in the review period was
driven mainly by growth in the advanced
economies, as growth in the emerging
and developing economies dipped during
this period.
The need for higher inventory demand
to compensate for the increasing output
gaps resulted in an expansion in growth
in the advanced economies to 2.2
percent, from 1.3 percent in 2012. This
was made possible by the recovery in
the real estate sector, higher household
wealth, favorable lending conditions
and increased borrowings in the United
States, exports expansion in the euro
area, as well as the temporary fiscal
stimulus, which partially offset the drag
from consumption tax increase in Japan.
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Weak domestic and international demand
and sagging commodity prices resulted in
a contraction in growth in the emerging
and developing economies in the review
period, with growth rates decelerating
in Russia and South Africa, unchanged in
China, and expanding in Brazil and India, as
well as in Sub-Saharan Africa. Continuing
improvements in macroeconomic and
financial conditions, as well the expected
increase in international commodity
prices are expected to lead to further
expansions in world output in 2014.
1.1.2 Inflation
Inflation in the advanced economies
generally trended downwards, averaging
1.4 percent, from 2 percent in the
previous year. This was mainly on account
of declining commodity prices, improved
supply, as well as falling demand from
key emerging market economies,
particularly China. Similarly, the
combination of weak economic growth
and downward pressure on wages
moderated inflationary pressure in the
euro area. However, in the emerging and
developing market economies, capacity
constraints, weakened currencies and
domestic demand pressures resulted
in a marginal increase in inflation in the
review period, relative to the previous
year.

1
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1.1.3 Commodity Prices

2

Global commodity prices continued to
decline in the review period, albeit at a
slower rate than in the preceding year.
Fuel and non-fuel commodity prices
were generally subdued, reflecting the
weak demand in both the advanced and
emerging economies, especially China.
The average crude oil price was generally
steady, at US$ 110.6, per barrel, from
US$109.6 at the end of the previous
year. While cocoa prices strengthened
by 23.0 percent to US$2,824.54 per
metric ton, iron ore prices declined by
12.0 percent to US$135.8 per metric
ton. The average price of gold fell to
$1522.96 per troy ounce, from $1651.29
per troy ounce on account of shift toward
investments in stocks and other financial
instruments as investors’ confidence
was on the rise. Similarly, the average
price of rubber, which began the year at
US$3,304.2declined to US$2559 at the
end of December. Groundnut prices rose
significantly, settling at US$2,207 by end
December 2013, a substantial increase
over the $1844.32 per metric ton.
1.1.4 Monetary Policy
The thrust of monetary policy in
the review period was generally
expansionary,
especially
in
the
industrialized economies where there
was a strong need to stimulate consumer
demand, causing monetary policy rates
in these economies to remain low.
Consequently, the preceding year’s
monetary policy rates were maintained
by the Federal Reserve, Bank of England,

3

Bank of Japan and Bank of Canada, as well
as the European Central Bank, while the
Bank of Australia reduced its rate to 2.50
percent, from 2.75 in 2012. Monetary
policy rates also remained unchanged in
some of the BRICS3 economies, except
for Brazil and India that recorded upward
reviews, to 10.00 and 6.75, from 8.50
and 6.25, respectively, in the preceding
year.
1.1.5 Exchange Rates
The performance of the United States
dollar against major world currencies
was mixed. The British pound, the euro
and the Russian rubble recorded varying
degrees of appreciation. In Asia, while the
Japanese yen depreciated, the Chinese
yuan and Indian rupee recorded varying
degrees of depreciation. The Canadian
dollar and the Mexican peso appreciated
and depreciated respectively, while most
of the Sub-Saharan African countries
currencies experienced varying degrees
of depreciation, with the naira and rand
strengthening.
1.1.6 Financial Markets
The equity market continued to post
impressive results in the review period.
The global market capitalization
(MktCap) of the World Federation of
Exchanges (WFE) member countries
grew jointly by 17 percent, to USD64
trillion (compared to 15 percent in the
previous year). This level of performance
has not been attained since the first half
of 2008, just before the Lehman Brothers
bankruptcy. The global performance

BRICS is acronym for Brazil, Russia, India, China and South Africa

Taiwan, Malaysia and Hong Kong posted
growth rates of 16, 15, and 10 percent,
respectively.
The global average value of trades grew
by 7 percent in the review period. This
was relatively poor compared to growth
in MktCap. The lower-than expected
growth was attributable to the slowdown
in activities, caused by the deployment
of algorithmic trading in most markets
across the world.
Table 1.1 below present Equity-Market
Capitalization in major exchanges across
the world.

Table 1.1: Largest Domestic Equity Market Capitalizations at End-2013
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was driven mostly by markets in the
Americas and EAME4 regions, with
increases of 22 percent apiece over
the level in the previous year. The Asia
Pacific region grew by 7 percent. The
relatively lower performance in the
Asia-Pacific region was due to currency
effects. In the Americas, the growth
was mainly driven by the United States
exchanges, which leaped by 29 percent.
Latin America and Canada came next
with respective increases of 13 and 10
percent. In the EAME regions, Europe
increased by 23 percent, while Africa and
Middle East grew by 13 percent. Japan
recorded the highest growth rate in the
Asia-Pacific region5, (50 percent), while

3
Exchange

2013 (USD
Billion)

2012 (USD
Billion)

%Change
in USD

%Change
in Local
Currency

NYSE EuroNext (US)

17, 950

14, 086

27

27

NASDAQ OMX (US)

6, 085

4, 582

33

33

Japan Exchange Group

4, 543

3, 681

23

50

London Stock Exchange Group

4, 429

3, 397

30

25

NYSE EuroNext (Europe)

3, 584

2, 832

27

21

Hong Kong Exchanges

3, 101

2, 832

9

10

Shanghai SE

2, 497

2, 547

-2

-5

TMX Group

2, 114

2, 059

3

10

Deutche Bourse

1, 936

1, 486

30

25

SIX Swiss Exchange

1, 541

1, 233

25

21

Source: World Federation of Exchanges

EAME is acronym for European, Africa, and Middle East member countries of the World Federation
of Exchanges (WFE)
5
Growth rates in this region are in local currency terms
4

1.2 The WAMZ Environment6
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1.2.1 Output

4

The real GDP growth for the Zone
remained robust, increasing modestly to
7.0 percent in 2013, from 6.8 percent
in 2012. In The Gambia, real GDP grew
by 5.6 percent in 2013, compared with
6.1 percent in 2012, driven largely by
the rebound in agriculture, industry and
tourism. Economic growth continued
to be robust in Ghana due mainly to
strong growth in services, although
real GDP declined marginally to 7.1
percent from 7.9 percent in 2012. Real
GDP growth decelerated to 2.5 percent
in Guinea, from 3.9 percent in 2012,
largely attributable to decline in mining
activities, weak infrastructure and poor
electricity and water supply. Liberia’s
economy grew by 8.1 percent in 2013,
compared to 8.3 percent in 2012, driven
largely by the mining and quarrying,
manufacturing, telecommunication and
financial services. In Nigeria, real GDP
growth accelerated reticently, from 6.7
percent in 2012 to 6.9 percent in 2013,
propelled largely by the non-oil sector,
particularly services and agriculture.
Sierra Leone continued to be the fastest
growing economy in the Zone, with real
GDP surging by 20.1 percent in 2013
from 17.9 percent in 2012, driven mainly
by mining activities as well as agriculture
and services.

economies, especially with regards to
the projected reduction in demand for
exports, lower foreign direct investment
and inward remittances.
1.2.2 Inflation

The Zonal average inflation rate (end of
period) declined to 9.0 percent during
the review period, from 11.6 percent
in 2012. Four Member States, namely:
The Gambia, Liberia, Nigeria and Sierra
Leone, were able to rein in inflation
rates to single digits. In The Gambia,
inflation rose to 5.6 percent, from 4.9
percent in 2012, on account of rising
food prices, increases in the cost of
health and transport services, and the
gradual withdrawal of implicit subsidy
from petroleum products, following
the introduction of the Value Added
Tax (VAT) in January 2013Inflation
remained in single digit in Liberia,
although it nudged modestly to 8.5 per
in 2013, from 7.7 percent in 2012, on
account of increased prices of imported
food inflation and depreciation of the
currencies. In Nigeria, inflation declined
to 8.0 percent, from 12.0 percent in 2012,
attributable mainly to the tight monetary
policy stance of the Central Bank as
well as improved agricultural output.
Inflationary pressures also moderated in
Sierra Leone during the review period,
declining to 8.2 percent compared to
11.4 percent in 2012, reflecting stability
in the exchange rate and increased
Overall, the services and agricultural domestic food production. . Inflation in
sectors were the main growth drivers in Ghana skipped to 13.5, compared to 8.8
the Member States. However, sluggish percent in 2012, reflecting increases in
global economic growth continued to non-food inflation on account of upward
pose risks to the growth of the WAMZ adjustment in utility tariffs and domestic
Detailed analysis of macroeconomic developments in the WAMZ can be found in the WAMZ
Macroeconomic Developments and Convergence Report. This Report is an annual publication of the
West African Monetary Institute and can be downloaded from www.wami-imao.org
6

1.2.3 Fiscal Sector
Fiscal policies across the Zone continued
to focus on consolidating public finances.
The overall fiscal deficit (excluding grant)
for the Zone averaged 3.6 percent of GDP
in 2013, a marginal deterioration, relative
to the 3.2 percent recorded in 2012.
Including grants, the deficit for the Zone
rose to 3.4 percent of GDP during the
review period, from 2.9 percent in 2012.
In The Gambia, the deficit (excluding
grants), though still high, declined to 10.8
percent of GDP in 2013, compared to
13.5 percent in the previous year while
in Ghana it deteriorated to 8.1 percent of
GDP, from 7.3 percent recorded in 2012.
The overall deficit (excluding grants)
also worsened to 7.5 percent of GDP in
Guinea during 2013, from 5.5 percent
in the previous year. Fiscal operations
in Liberia resulted in an overall deficit
(excluding grants) of 1.1 percent of GDP,
compared to a surplus of 1.8 percent
of GDP. In Nigeria, the fiscal operations
resulted in a deficit of 2.7 percent of
GDP, a marginal deterioration from the
2.5 percent recorded in 2012, while in
Sierra Leone it narrowed to 4.1 percent
in 2013, from 8.1 percent in 2012.
1.2.4 Monetary Sector
Price stability remained the thrust of the
monetary policy in all the Member States.

The monetary policy stance was generally
mixed; The Gambia, Ghana and Nigeria
adopted tightening measures while the
others eased their policy measures. In
The Gambia, the policy rate was steadily
raised to 20.0 percent by end-2013,
taking into account inflationary pressures
and the depreciation of dalasi. The
reserve requirement on deposits was
also increased to 15 from 10 percent.
Similarly, Ghana raised its monetary
policy rate by 100 basis points, to 16.0
percent by the end-2013, to address the
mounting inflationary and exchange rate
pressures. In Guinea the policy rate and
required reserves ratio were reduced
to 16.0 and 20.0 percent, respectively,
by end-2013 while in Liberia, broad
money growth accelerated to 22.8
percent in 2013, compared to 3.1
percent in the corresponding period in
2012, on account of the rise in both net
domestic assets (NDA) and net foreign
asset (NFA). Furthermore, the weighted
average yield on the 91-day Treasury bills
and Central Bank of Liberia (CBL) notes,
launched in May 2013, stood at 2.18
percent and 2.83 percent, respectively.
The Central Bank of Nigeria (CBN)
maintained its policy rate (MPR) at
12.0 percent throughout 2013, with a
symmetric corridor of ± 2.0 percent. In
addition, the cash reserve requirement
(CRR) was maintained at 12.0 percent
for private sector funds while public
sector fund CRR was increased to 50.0
percent. In Sierra Leone, the MPR was
reduced gradually from 20.0 percent in
January 2013 to 10.0 percent by the end
of the year, while required reserve ratio
(RRR) was maintained at 12.0 percent.

FINANCIAL STABILITY REPORT

prices of petroleum products, which
more-than offset the declines in food
inflation. In Guinea, inflation eased to
10.5 percent in 2013, from 12.8 percent
in 2012, on account of the relative
stability in key commodity prices and
exchange rate.
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1.2.5 External Sector

6

The dalasi depreciated against US
dollar by 16.9 percent while the cedis
The external sector policies in member depreciated by 14.5 percent as at endstates were geared toward international December 2013. The Guinean franc and
reserves accretion and exchange rate the Liberian dollar depreciated 0.5 and
stability. External sector outcomes were 12.1 percent respectively. The leone
generally mixed in 2013 with respect also depreciated by 0.53 percent at endto the balance of payment position, December 2013. However, the Nigerian
international reserves and exchange rate naira appreciated by 0.04 percent
developments. Aggregated international
reserves’ position for the Zone increased
to $51.4 billion at end-December 2013,
equivalent to 7.7 months of importcover, from $50.7 billion (7.0 months
of import-cover) in 2012. With the
exemption of Liberia and Ghana, all the
Member States had adequate reserves to
cover three months of imports.

FINANCIAL MARKETS
CHAPTER TWO
2.1 The Money Market
The Money Market in the WAMZ
continued to lack depth, as it is generally
under-developed in most member
countries. However, this market
segment recorded some progress with
the issuance of Treasury bills in Liberia
(Government of Liberia and the Central
Bank of Liberia notes) in the review
period. This initiative was regarded as a
prelude to the establishment of a wellstructured capital market for Liberia.
The market continued to be deepest
(transaction volumes and instruments) in
Nigeria. Also, the absence of rediscount
window for treasury securities in Guinea
continued to force investors to hold bills
to maturity.
2.1.1 The Interbank Money Market7
Total interbank transactions and interbank rates
declined
Figure 2.1: Interbank Transactions (USD Million)
Figure 2.1: Interbank Transactions ($ M)

WAMZ
Sierra Leone
Nigeria
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having previously recorded a decline of
2.25 percent between December 2011
and December 2012. The decline was
mainly on account of the huge reduction
(59 percent) in transaction volumes in
Nigeria. The deceleration in volumes
in the Nigerian Interbank Money
Market resulted from a combination of
factors, including upward movements in
interbank rates owing to tight liquidity in
the banking system, upward review of
the Cash Reserve Requirement (CRR)
for public sector funds, as well as the
moderation in rates towards the end
of the year. Transaction volumes also
declined in Ghana and Guinea, whilst
increasing in The Gambia and, marginally,
Sierra Leone. In terms of percentage
share of the total transaction, Nigeria
accounted for 87.7 percent, Ghana (12
percent) while The Gambia, Guinea and
Sierra Leone accounted for 1.7, 0.10 and
0.03 percent, respectively. This trend
replicated the preceding year’s, when
The Gambia, Guinea, and Sierra Leone
jointly accounted for less than 2 percent
of the total transactions on the interbank
market in the WAMZ.

Guinea

Average interbank rates in the WAMZ
declined by 3.97 percentage points, in
0
20000
40000
60000
80000
100000
the review period, to 11.25 percent,
Dec-13
Dec-12
Dec-11
relative to a marginal decline by 0.53
The volume of interbank transactions percentage points between 2011 and
in the WAMZ fell by 55.9 percent in 2012. The development mimicked the
the review period, to USD43.1 billion, lull in activity in the interbank market,
Ghana

The Gambia

The analyses in the section excludes Liberia because the country’s interbank market is still at its
infancy
7

7

owing largely to the prevalence of excess
banking sector liquidity in member states
during the review period. Rates declined
in all member countries, except in The
Gambia, where it increased by almost 5
percentage points.
Figure 2.2: Interbank Rates (%)
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Figure 2.2: Interbank Rates (%)
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in Ghana (57 percent) and in Nigeria
(21 percent) as well as in Guinea, (9.6
percent)t. However, The Gambia and
Sierra Leone recorded declines in their
holdings of treasury bills. The decline
in Sierra Leone resulted from the
government’s policy of zero-borrowing
from the domestic economy. Deposit
money banks continuing to dominate
holdings with over 75 percent, thereby
underscoring the paucity of investment
outlets in the zone. Nigeria and Ghana
continued to dominate holdings,
accounting for 54.5 and 41.9 percent,
respectively.
Figure 2.4: 91-Day Treasury Bill Yields (%)

2.1.2 The Treasury Bills Market

Figure 2.4 :91-Day Treasury Bill Yield (%)
WAMZ

Total holdings increased while average yield declined
Figure 2.3: Treasury Bill Holdings (USD Million)
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Outstanding treasury bills in the WAMZ
grew by 53.3 percent in the review period
to USD29.7 billion, having previously
grown by 33.9 percent between 2011
and 2012. The development was
attributed to the increasing appetite
of the governments of some member
states’ government for debt financing,
as well as Liberia’s maiden entry into the
market, (which accounted for USD3.6
million). Holdings increased significantly
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The average yield on the 91-day bill in
the WAMZ, declined by 2.09 percentage
points, to 11.86 percent in the period
under review, reflecting an improvement
in the cost of funds in the Zone. The
instrument had shed 0.77 percentage
points in yield between 2011 and 2012.
Although the yield remained high in
most member countries, it declined
consistently in Sierra Leone over the
period 2011and 2013; increased between
2011 and 2012, but declined between
2012 and 2013 in Ghana and Nigeria.
In the Gambia and Guinea, there were
consistent increases during the review
periods. In 2013, yields on treasury bills

The lowest rates were recorded in
Liberia (2.42 percent), and Sierra Leone
(5.37 percent).
2.2 The Foreign Exchange Market

the review period, to USD12, 536.3
million, mostly on account of the 42.3
percent increase in Nigeria. The resolve
to stem the tide in the depreciation of
the naira resulted in huge interventions
in the market. However, between 2011
and 2012, transactions in the zone had
declined by 42.7 percent, again, on
account of the near 50 percent fall in
Nigeria. Nigeria accounted for 98.4
percent of transactions in the review
period, while Guinea and Sierra Leone
made up the balance. Transactions
declined in Guinea (32.3 percent), but
increased in Sierra Leone (14.8 percent).

The Auction and Interbank platforms
continued to be used by central banks
in the zone for foreign exchange
management. Nigeria, which is the only
country operating on both platforms, 2.2.2
The
Interbank
Foreign
reverted to the Retail Dutch Auction Exchange (FOREX) Market Platform
System in order to curtail round tripping
and promote exchange rate stability. Value of transactions increased
The general increase in transaction Figure 2.6: Interbank FOREX Transactions (USD Million)
volumes across member countries on
Interbank FOREX Transactions ($M)
both platforms was, to a large extent,
WAMZ
a reflection of the resolve of member
Nigeria
central banks to stabilize the local
Liberia
currencies.
Ghana
The Gambia

2.2.1 The Auction Foreign Exchange
(FOREX) Market Platform
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The value of transactions on the
Interbank platform increased by almost
Figure 2.5: Retail Dutch Auction System (FOREX)
100 percent, to USDUSD5.5 billion,
Transactions (USD Million)
in the review period, compared to an
Retail Dutch Auction System FOREX Transactions ($M)
increase of 29 percent in the preceding
period. Attempts by the Bank of Ghana
WAMZ
to check the rapid depreciation of the
Sierra Leone
cedi resulted in significant administrative
Nigeria
restrictions during the review period.
Guinea
Transactions on this platform grew by 2.7
0
2000 4000 6000 8000 10000 12000 14000 16000
times over the previous year’s level in
Dec-13
Dec-12
Dec-11
Nigeria, due to huge interventions in the
The value of transactions on the auction market to stabilize the naira The Gambia
platform of the FOREX market in the and Liberia also experienced year-on
WAMZ increased by 40.2 percent in year increases in transaction volumes. In
Value of transactions increased significantly
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were highest in Ghana, The Gambia and
Guinea, with respective returns of 19.22,
15.85 and 15.70 percent. In Nigeria, the
average yield stood at 12.57 percent in
the review period.

9

terms of percentage share of the total,
Nigeria led the pack with 71.9 percent,
followed by Ghana, The Gambia and
Liberia, with respective shares of 22.5,
4.1 and 1.5 percent.
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Box 2.1 Foreign Exchange Reforms in Nigeria

10

 Re-introduction of the retail Dutch
Auction System (rDAS)
 Pegging of FOREX purchases by the
Deposit Money Banks (DMBs) to
USD250, 000/Bureau de Change
 Restriction on importation of foreign
currency subject to approval by the
Central Bank
 Payment of receipt of proceeds of
international money transfer in naira
 Increase on the spendable amount on
naira debit and credit cards to USD150,
000, from USD40, 000 per annum

Source: Central Bank of Nigeria

of a capital market for the country,
while Liberia and The Gambia were
leveraging on their ‘observer status’
membership of the West African Capital
Markets Integration Council (WACMIC),
to develop capital markets in their
countries.
2.3.1 The Market for Government
Bonds
Outstanding holdings increased, while yields
declined
Figure 2.7: Outstanding Treasury Bonds (USD Million)
Figure 2.7 :Outstanding Treasury Bonds ($M)
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2 .3 Capital Markets
Three securities exchanges (Ghana
Stock Exchange, The Nigerian Stock
Exchange and Sierra Leone Stock
Exchange) continued to operate in the
Zone, although only two (Ghana Stock
Exchange and The Nigerian Stock
Exchange) were active during the review
period. There was also paucity of sources
for long term debt instruments as only
Ghana and Nigeria continued to have
markets for corporate and long term
debts. The short-term debt stocks that
were converted into long-term debts
continued to exist in The Gambia and
Sierra Leone. Guinea was considering
the recommendations of the report of
a commissioned study on the feasibility
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The total outstanding treasury bond
in the WAMZ was USD45.9 billion,
representing a year-on-year increase
of 22.6 percent relative to 1.5 percent
in the corresponding preceding period.
Apart from The Gambia, holdings
increased in all the member countries
assessed. Nigeria and Ghana dominated
the market segment, accounting for 68.9
and 30.5 percent, respectively. Sierra
Leone recorded an increase in holdings
of 167 percent, to USD66.73 million in
the review period
The yield on treasury bonds trended
downwards, shedding 4.49 percentage
points to 14.36 percent, having previously
increased by 2.98 percentage points

the International Finance Corporation
(IFC) and the National Aviation Handling
Company Plc (NAHCO), issued fixedrate bonds with varying maturities,
totaling USD147.8 million. This brought
the total outstanding corporate bond
holding in the zone to USD1, 372.2 million
in the review period, and compared with
the previous year’s level, represented a
shortfall of 4.86 percent. The high cost
of private sector borrowing coupled
with the preference for government
securities accounted for the low activity
in this market segment.

Figure 2.8: Treasury Bond Yields (%)

2.3.3 The Market for Equities

Figure 2.8: Treasury Bond Yields(%)

Market Capitalization shot up, and turnover
increased substantially

WAMZ

Figure 2.9: Market Capitalization (USD Million)
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Figure 2.9: Market Capitalization ($M)
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2.3.2 The Market for Corporate
Bonds
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The zone witnessed an upsurge in
activities on the floors of the operational
Despite new issues, outstanding stock declined
securities exchanges, as both markets
were mostly bullish during the review
Nigeria remained the only country with period. The Ghana Stock Exchange
corporate bonds in the review period, as (GSE) recorded an all-time-high
this instrument had previously been issued performance in its 23 year history, with
(and completely liquidated) in Ghana. the GSE-Composite Index growing
It is pertinent to note that a few Over- by 78 percent in the review period.
The- Counter (OTC) type transactions Market Capitalization (MktCap) in the
took place in some member countries WAMZ increased by 33.9 percent to
of the WAMZ. Five companies, including USD15.1 billion in the review period,
The FMDQ-OTC PLC is a licensed self-regulatory OTC Exchange with a keen focus on money
market and government securities. The Platform is responsible for market governance, compliance
and development, as well as data services, to ensure market integrity, liquidity, transparency and
reliability. The Platform standardizes OTC transactions in Nigeria.
8
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between 2011 and 2012. The decline
was attributed to the zone-wide high
level of banking sector liquidity, and the
establishment of the Financial Markets
Dealers Quotations Over-The-Counter
Plc (FMDQ-OTC PLC)8 platform. Sierra
Leone recorded the most significant
decline in yield of 14 percentage points,
to 6 percent, with Nigeria coming a
distant second, shedding 4.07 percentage
points to 12.43 percent. Yields increased
marginally in Ghana by 0.1 percentage
points to 23 percent, but remained stable
in The Gambia at 16 percent.

11
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a marked improvement from the
preceding reporting period, when it
grew by 23 percent. The development
was driven mainly by the performance
on The Nigerian Stock Exchange (NSE),
where year-on-year MktCap increased
by 45.6 percent (34.8 percent in the
preceding year), accounting for over 79
percent of the zone-wide MktCap. This
development came on the backdrop
of the improved corporate earnings
by blue chip companies and increased
portfolio investments, as well as the
implementation of the Transformation
Agenda of the Federal Government
of Nigeria, including the privatization
of the power sector and the Subsidy
Re-Investment and Empowerment
Programme
(SURE-P)9,
which
bolstered capital investment.. However,
with foreign portfolio investments
representing almost 51 percent of
equities traded on the NSE during the
review period, there is a renewed need
for the Central Bank of Nigeria (CBN)
to strengthen its foreign portfolio funds
movement monitoring mechanism to
ensure the maintenance of financial
system stability.

to USD236.11 million, and 50 percent to
USD4, 134.37 million on the NSE), the
NSE accounted for 94.6 percent of the
total.
Figure 2.10: Market Turnover (USD Million)
Figure 2.10: Market Turnover ($M))
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The conditions responsible for the
performance in the NSE’s Market
Turnover were same as those for
MktCap, in addition to the deployment of
Scriptless Securities Settlement System
(S4), for the facilitation of a straightthrough process for securities trading and
settlement. In Ghana, it was on account
of the excellent results posted by the
listed companies, and the participation
of the of the 2nd Tier Private Pension
Fund Managers’ 10 in the market. Despite
the NSE’s dominance, the percentage
contribution of the GSE increased by
There was an overwhelming increase in 2.7 percentage points, to 5.4 percent,
market turnover in the review period, compared to its performance in 2012.
as the index rose by 96.9 percent, to
USD43.7 billion, compared to 29.9
percent in the preceding year. Although
the performance was better on a yearon-year basis on the GSE (298 percent,
The SURE-P is the vehicle for the investment of the funds saved from the near complete removal of
subsidy on petroleum products in Nigeria
10
This Scheme empowers Private Pension Funds Managers to invest a certain percentage of their
portfolio in equities.
11
UEMOA, which is the first monetary union in West Africa, consisting of all the francophone
countries, except Guinea, is the acronym for Union Economique et Monetaire l’Ouest Afrique.
9

regulators. This development came on
the back drop of the inauguration of the
West African Capital Markets Integration
The integration of the three Securities Council (WACMIC) on January 18,
Exchanges in the WAMZ (GSE, NSE 2013, by the President of the ECOWAS
and Sierra Leone Stock Exchange- Commission, in Abuja Nigeria. The
SLSE), and that in the UEMOA11 Council is responsible for spear-heading
zone (Bourse Regionale des Valuers the integration programme of capital
Mobilieres-BRVM), received a boost markets in West Africa, and comprises
with the adoption and approval of the of the heads of the Securities Exchanges
framework for the implementation and Statutory Regulators in member
of Phase 1(Sponsored Access) of the countries with operational securities
integration programme, on April 1, 2014. exchanges. Central banks in countries
Member exchanges are to commence without exchanges are accorded
implementation once the agreements observer memberships.
(Sponsored Access applications) are
approved by their respective statutory

Box 2.2 Recent Developments in the Nigerian Capital Market





Development of a Capital Market Blueprint by the Securities and Exchange (SEC),
including the establishment of the following committees
 Capital Market Master Plan Committee
 Capital Market Literacy Master Plan Committee
 Non-Interest Capital Market and Products Master Plan Committee
Review of minimum capital requirements to NGN300 million for registered market
operators to enhance operational and loss absorbing capacity
Establishment of the Financial Markets Dealers Quotations Over the Counter Plc

Source: Central Bank of Nigeria, Securities and Exchange Commission, Nigeria

FINANCIAL STABILITY REPORT

2.4 West African Capital Markets
Integration
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BANKING SECTOR STABILITY
CHAPTER THREE
3.1 General Condition of the Banking
System and Macro Prudential
Outlook
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presents a major risk to the solvency
of banks. Nonetheless, the continued
improvement in the regulatory and
supervisory environment, as countries
The performance of the banking take steps to adopt international financial
system in the WAMZ remained robust standards (RBS, Basel II & III and IFRS)
during 2013 resulting in the general coupled with strengthened corporate
improvement in financial soundness governance is expected to reinforce
and the expansion in key balance sheet financial stability in the Zone.
indicators such as credit, deposits and
assets. The expansion in banks’ balance 3.2 Asset Accounts
sheet including the increase in credit
An overall expansion in the asset portfolio
was due to tavourable macroeconomic
developments, especially robust real Figure 3.1: Asset Growth Rate
GDP growth and declining inflation.
Liquidity of the banking industry also
remained strong even though the asset
quality deteriorated on account of
losses recorded by some banks. Both
profitability and the ability of banks to
absorb losses remained strong. However,
the recent spate of depreciation of the
domestic currencies in some member
countries’ underscores the rise in foreign
currency risks that may adversely affect
banks’ balance sheet in the future.
Lending rates remained high, although
the zone-wide net interest rate spread The asset base of the banking industry
in the WAMZ grew by 10.8 percent in
narrowed.
December 2013 US$ 169.80 billion,
Sound macroeconomic policies and compared to 7.1 and 2.1 percent in
sustained real economic growth would December 2012 and 2011, respectively.
support the expansion in banking activities The growth in the asset across the
and strengthen financial stability across Zone was on account of the increase in
the Zone in the medium-term. However, productive assets, funded mainly by the
the deterioration in asset quality, rise in deposit mobilization. However,
evidenced by high non-performing loans, in The Gambia bank assets declined by

1.8 percent due to the depreciation of
the Gambian dalasi but increased by 19.3
percent in local currency units.

3.2.2 Productive Assets

3.2.1 Foreign Currency Assets

Figure 3.3: Productive Assets /Total Assets

The portfolio of productive assets increased but
continued to be dominated by credits

Foreign currency assets decreased

The ratio of productive assets
(investments and credit) as a percentage
of total assets rose to 61.6 percent in
The share of foreign currency assets to December 2013 compared with 60.2
total assets in the WAMZ, decreased to and 57.2 percent in December 2012 and
36.8 percent in December 2013 from 2011, respectively. The overall expansion
38.1 percent in 2012. Foreign currency in the portfolio was on account of strong
assets declined in all countries, indicating growth credit in most member countries
a fall in foreign ownership of domestic and the rise in investments by banks on
bank assets. However, in The Gambia account of the favorable macroeconomic
and Ghana, foreign currency assets as environment. In addition, the productive
a percentage of total assets increased assets portfolio increased in all countries,
marginally, from 42.2 and 24.5 percent, except The Gambia and Sierra Leone
in December 2012, to 42.8 and 25.2 where credit growth slowed.
percent, respectively, in December 2013.
Figure 3.4: Composition of Productive Assets (December,
The development was underpinned by
2013)
an increase in the preference for foreign
assets triggered by foreign exchange
Figure 3.4: Composition of Productive
pressures.
Assets, December 2013
100
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Figure 3.2: Asset in foreign currency/Total Assets
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In terms of composition, the productive
assets portfolio continued to be
dominated by credit, although it declined
to 59.6 percent in 2013, from 64.2
percent in 2012. On the other hand,
the share of investment in the portfolio
increased to 40.4 percent in December
2013, from 35.8 percent in December
2012. The reallocation of the productive
assets portfolio continued to favor
investments particularly in The Gambia
and Sierra Leone, where banks have
reduced credit on account of high lending
risks. Nonetheless, credit remained
larger than investment in Ghana, Guinea,
Liberia and Nigeria.
3.2.3 Bank Credit
Credit expansion continued

Credit to “Other Activities” comprised
of commerce and financial services,
mining and quarrying, and household
sub-sectors continued to account for
the bulk of bank credit. However, its
share as a percentage of total credit
decreased to 60.8 percent in December
2013 from 74.4 percent in December
2012. On the other hand, credit to
agriculture, manufacturing as well as
transport, storage and communication
increased respectively to 6.2, 14.3 and
13.5 percent in 2013, from 4.4, 7.4 and
8.6 percent in 2013. The share of credit
to Electricity, Water and Gas sectors
remained unchanged at 5.4 percent
during review period.
Figure 3.6: Sectoral Allocation of Total Bank Credit in the

Figure 3.5: Growth Rate of Total Bank Credit (%)

WAMZ (%)

In 2013, total bank credit in the WAMZ
grew by 20.5 percent to US$ 76.0 billion,
from US$ 60.2 billion in 2012 (with
6.2 percent growth). Overall, credit
expanded across the Zone, reflecting
the stable macroeconomic conditions
and banks’ renewed optimism to lend.
However, in The Gambia and Sierra
Leone high lending risk precipitated the
unwillingness of banks to lend and the
consequent reduction in bank credit.

The overall composition of credit in terms
of public and private sectors also changed
during the review period. Of the overall
credit, the share to the government
increased to 11.3 percent, from 7.5
percent in December 2012. Credit to
government rose in all countries except
Ghana, and Nigeria (see Table 3.1).

Tableau 3.1: Composition du crédit bancaire de la ZMAO

The Gambia
Ghana
Guinea
Liberia
Nigeria
Sierra Leone
WAMZ

Dec-11
Dec-12
Dec-13
Government (%) Private (%) Government (%) Private (%) Government (%) Private (%)

14.9
2.1
2.2
0.3
7.3
7.8
5.8

85.1
97.9
97.8
99.7
92.7
92.2
94.2

11.4
12.9
2.0
0.1
7.8
10.5
7.5

88.6
87.1
98.0
99.1
92.2
89.5
92.4

13.4
8.9
2.8
13.2
7.6
21.6
11.3

88.6
91.1
97.2
86.8
92.4
78.4
88.8

Source: WAMZ Member States and WAMI Staff Estimates

3.3 Liability Accounts

Figure 3.8: Growth Rate of Total Deposit (%)

The growth rate of bank liabilities accelerated as
total deposits expanded
Figure 3.7: Growth Rate of Total Bank Liability (%)
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The overall growth of bank liabilities
increased by 10.4 percent, to US$
167.2 billion in 2013 compared with an
increase of 7.4 percent in 2012. Bank
liabilities grew in all countries, except
The Gambia where it declined by 1.8
percent in US dollar terms, on account
of the depreciation of the dalasi. The
overall growth in bank liabilities was
largely on account of strong deposits
growth across the Zone.

Total deposits of the banking system grew
by 13.7 percent to US$ 119.8 billion in
2013 as against a growth of 42.9 percent
in 2012. Deposits expanded across Zone
on account of aggressive efforts by banks
and regulatory authorities to deepen
financial intermediation. The robust
growth of bank deposits , indicative
of a surge in savings mobilization and
financial intermediation , reinforces the
need to continue to pursue financial
inclusion. However, deposits declined in
The Gambia as a result of the fall in both
time and demand deposits, reflecting
a slowdown in the pace of savings
mobilization by banks.

3.4 Equity
Zone-wide equity levels increased
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Figure 3.9: Growth Rate of Commercial Bank Equity (%)
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Foreign currency deposits as a
percentage of total deposit declined
marginally to 37.3 percent during 2013
from 38.1 percent in 2012. The overall
decline in the ratio was driven largely by
Sierra Leone, where it declined to 38.5
percent in 2013 from 45.7 percent in
2012 due mainly to policy measures that
discourage the use of foreign currency
locally. The ratio also declined marginally
in Liberia and The Gambia. However,
foreign currency deposits increased in
Ghana, Guinea and Nigeria, suggesting
an increase depositors’ preference for
foreign currency.
Figure 3.11: Net Open Position in Foreign Currency to

The zone-wide equity levels of Capital (%)
commercial banks increased by 8.0
percent to US$ 19.5 billion in 2013
compared to US$ 18.1 billion in 2012
(when it increased by 8.4 percent).
Equity generally grew across the Zone,
underpinned by the rise in bank reserves
as well as increases in minimum capital
requirement/paid up capital. However,
in The Gambia it declined due to
losses registered by some banks which
impacted adversely on their respective
capital positions.
The overall exposure to foreign currency
as measured by the “net open position
3.5 Sensitivity to Market Risk
(NOP) in foreign currency to capital”
rose to 9.1 percent in 2013, from 5.5
3.5.1 Foreign Exchange Exposure
percent in December 2012, indicating a
Exposure to foreign currency risk increased
rise in foreign currency exposure across
Figure 3.10: Deposit in Foreign Currency/Total Deposits
the Zone. The development reflected
(%)
the prominence of foreign exchange
risks on banks’ balance sheet, particularly
in the light of recent depreciation in
some member countries’ (The Gambia
and Ghana) currencies.
However,
NOP remained within prudential limits
despite the increase. Moreover, the
decline in foreign currency deposits
counterbalanced the increased NOP,

and indicated that foreign exchange
exposure across the Zone remained
contained and unlikely to impair the bank
balance sheets. However, there is need
to continue to strengthen asset/liability
management in banks to mitigate any
potential risks.

Figure 3.13: Bank Foreign Liabilities to Capital (%)

Figure 3.12: Foreign Exchange Trading Gains/Losses to

The ratio of foreign liabilities12 to bank
capital indicated that foreign financing of
banks remained high in all countries with
the exception of The Gambia and Liberia.
The ratio was over 100 percent in Ghana
and Nigeria and in excess 200 percent in
Guinea and Sierra Leone. This indicates
that limited funding opportunities,
especially for trade financing, led to
increased level of foreign liabilities. When
The gains from foreign currency trading
combined with the recent exchange rate
in the WAMZ, improved to 7.3 percent
depreciation across the Zone, it could
of gross incomes in December 2013
adversely affect the balance sheets of
from 5.9 percent December 2012.
banks. The ratio of foreign liabilities to
Foreign exchange trading incomes
capital remained under 100 percent
increased mainly in Nigeria and Sierra
in The Gambia and Liberia during the
Leone, but remained strong in the other
review period, indicating limited foreign
countries, even though it declined during
financing.
the review period. The strengthening of
prudential standards relating to foreign 3.5.2 Interest Rate Risk
exchange in some member countries
increased gains and minimized losses. Figure 3.14: Interest Spread (%)
On the other hand, the decline in trading
incomes in Ghana and Liberia was on
account of exchange losses recorded by
some banks in these countries.

12

Foreign bank liabilities relates mainly to trade credit than bond issuance.
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3.6 Financial Soundness Analysis
3.6.1 Capitalization
Capital levels decreased
Figure 3.15: Average Capital of the Banking Industry
(USD Million)
Figure 3.15: Average Capital of the Banking
Industry
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Capital levels generally declined during
the review period. The average capital
of banks for the WAMZ fell to US$
778.5 million, from US$ 811.8 million
in 2012. The decrease was explained by
losses recorded by some banks in The
Gambia, Guinea and Nigeria. In Nigeria,
the average bank capital declined to
US$ 700.2 million in 2013 from US$
734.2 million a year earlier while in
The Gambia and Guinea it fell to US$
6.7 and 8.0 million from US$ 6.8 and
8.4 million in 2012, respectively. The
decline in capital levels prompted more
provisioning to cover losses recorded by
banks particularly in Guinea and Nigeria.
Figure 3.16: Percentage of Banks with Capital Greater
than Average

Figure 3.16: Percentage of Banks with Capital
Greater than Average

Percent
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The average net interest rate spread
declined to 13.6 percent during 2013
from 15.3 percent in 2012, reflecting
the reduction in lending rates in The
Gambia and Sierra Leone. On the other
hand, the interest rate spread increased
in Ghana, Guinea and Nigeria on account
of high lending rates, and thus drove
the profitability of banks. In Liberia, net
interest rate spread remained unchanged
at 11.0 percent as lending and savings
rate remained sticky. Generally, high
lending rates due to inflation and lending
risks continue to account for high interest
rate spread in most countries. However,
the interest rate spread is expected to
decline in the coming years as inflation
continue to decline to single digit in most
member countries (The Gambia, Liberia,
Nigeria and Sierra Leone). On the other
hand, expected reduction in Treasury bill
rates (banks’ main investment assets)
could pose severe risks to revenue and
profits given that banks’ investment
portfolios are dominated by Government
Securities. This could however compel
banks to diversify their portfolios.

90.0
80.0
70.0
60.0
50.0
40.0
30.0
20.0
10.0
-

Dec-11
Dec-12
Dec-13

The Ghana Guinea Liberia Nigeria Sierra
Gambia
Leone

The percentage of banks whose capital
levels were equal to (or more than)
the average of the banking industry
generally increased. However, in Ghana
it dropped to 37.0 from 50.0 percent
in 2012, indicating an increase in
capital concentration with fewer banks
accounting for the bulk of the industry’s
capital. This underscored the need to
strengthen surveillance of systemically
important banks.

Dec-13

Percent

30.0
(or 15 percent in Sierra Leone). The
25.0
average CAR increased Guinea,
20.0
Liberia and Sierra Leone due to
15.0
increases in capital levels. This
10.0
indicates an improvement in the loss
5.0
3.6.2 Solvencyabsorption capacity of banks. increased
significantly to 40.0, from
0.0
Although the average CAR declined 14.3 percent
2012
onLiberia
account
of the
The in
Ghana
Guinea
Nigeria Sierra
The Gambia, Ghana and Nigeria
Gambia
Leone
3.6.2.1 Capitalin
Adequacy
Ratio
(Loss
general
rise
in
capital
adequacy.
(due to growing risky assets), it
Absorption Capacity)
remained robust (above 15 percent).
The overall level of the zone-wide CAR
suggests
that the capacity
of with
banksCAR
to absorb
Figure
3.18: Percentage
of Banks
Greaterlosses
than
The loss absorption remained
capacityrobust.
remained strong
Average

Percent

Figure 3.18: Percentage of Banks with CAR
greater then Average
Dec-11
Dec-12
Dec-13

The Ghana Guinea Liberia Nigeria Sierra
Gambia
Leone

Overall, the general decline in the
percentage of banks with CAR less than
industry average suggests a weakening in
the capitalization of banks even though
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all banks met the minimum CAR.
Figure 3.19: Average Equity/Assets (%)

Figure 3.19:Average Equity/Assets
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The percentage of banks with CAR
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During the review
all to
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average generally declined although
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countries.
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percent in
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to 40.0,
from
14.3 percent in 2012 on account of
Leone).
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The Gambia, Guinea, Liberia and Sierra
Leone, suggesting that the underling
capitalization of banks was gradually
diminishing. However, in Ghana and
Nigeria, the ratio increased to 14.7
and 11.7
percent in 2013 from 7.0 and
Figure 3.19:Average Equity/Assets
Dec-11
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Dec-12
Dec-13
of 14.0
strong
growth
in
equity
levels.
12.0
10.0
Nonetheless,
the
overall
decline
in
8.0
6.0
average
equity to total assets stresses
4.0
the 2.0
need to inject more capital to match
asset- growth, particularly risky assets.
WAMZ

Sierra
Leone

Nigeria

Liberia

Ghana

The
Gambia

Guinea

Figure 3.21: NPLs/Gross Loans (%)
3.6.3 Asset Quality (Credit Risk Analysis)
Asset quality deteriorated

Figure 3.20: Provisions - NPL/Capital
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well as the acquisition of toxic bank
assets by the Asset Management
Corporation of Nigeria (AMCON). .
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Figure 3.20: Provisions-NPL/Capital (%)

The zone-wide ratio of NPLs to gross
loans (asset quality) deteriorated from
12.5 in 2012 to 13.0 percent in 2013.
This was mainly on account of the rise in
NPLs in The Gambia, Guinea and Sierra
Leone. On the other hand, NPLs declined
in Ghana, Liberia and Nigeria. In Nigeria,
NPLs remained below 5.0 percent,
underpinned by sound risk management
in banks as well as the acquisition of toxic
bank assets by the Asset Management
Corporation of Nigeria (AMCON).
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Agriculture continued to record the lowest NPLs, mainly because it receives the lowest share of
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WAMZ

Sierra
Leone

Nigeria

Liberia

Guinea

3.6.4.1 Return on Assets
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Figure 3.23: Return on Assets (%)
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Figure 3.22: Return on Assets
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commercial bank equity.

Figure 3.25: Leverage (Total Assets/Equity)
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Risk appetite, as measured by the ratio of
RWA to total assets declined marginally
to 53.7 percent, from 54.8 percent 2012.
This was on account of the reduction in
41 | PSierra
age
risky assets in The Gambia and
Leone following the contraction in bank
credit. The ratio however increased in
all other countries on account of strong
credit growth and consequent swell
in risky assets. With an overall RWA to
total assets of 53.7 percent, the riskiness
in the lending environment in the zone
remained moderate.
3.6.7 Liquidity
Overall liquidity of the banking system remained
robust

During the review period, the ratio of
core liquid assets to total assets increased
to 35.4 percent, from 31.8 percent

banking system remained robust

Figure 3.27: Core Liquid Assets/Total Assets (%)
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seek profit maximizing opportunities.
3.6.8 Financial Margins
Efficiency of resource utilization improved even
though performance of productive assets declined
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2012. The ratio increased in all countries
except Liberia and Nigeria.
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During the review period, the ratio of
net interest margin to gross income
declined to 44.4 percent, from 57.6
percent in December 2012. This was
mainly on account of the decline in gross
incomes and net margins in Guinea
and Sierra Leone. This development
indicated a slump in the performance
of productive assets (investment and
credit) due partly to the fall in the return
on banks’ investment and the rise in
non-performing assets. The ratio of net
interest margin to gross income however
increased in The Gambia, Ghana, Liberia
and Nigeria on account of strong growth
in gross incomes.
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Box 3.1: Stress Test of Nigerian Banks
of Results

The stress test conducted at end-December 2013 evaluated the key risks in banking
industry balance sheet and the stability of the financial system. The results showed that
the banking industry was adjudged as being stable and resilient to most of the shocks
even at severe shock scenarios.
Credit Risk
Generally, the resilience of the banking industry to credit risk sustained an upward trend
as the industry CAR stood at 12.42 per cent after a shock of 200 per cent rise in NPLs
was applied. Similarly, large banks and medium-sized banks were less vulnerable to
general credit risks as their CAR fell from 17.64 per cent to 12.21 per cent and 17.03
to 11.45 per cent, respectively. However, the CAR for the small banks deteriorated to
5.56 per cent (below the required minimum of 10.0 per cent) from 18.33 per cent. This
indicated that about N89.15 billion would be required to raise their CAR to 10.0 per
cent. Under this scenario, 15 banks maintained CARs above 10.0 per cent, 5 banks had
CARs between 5.0 and 10.0 per cent and 3 banks had less than 5 per cent CAR.

Liquidity Risk

Interest Rate Risk
The results of the test on the net position of interest-sensitive instruments in relation
to capital impairment, ROA and ROE, revealed that the banking industry was stable as its
position declined marginally, despite applying the most severe shocks
Exchange Rate Risk
The industry showed modest resilience to exchange rate risk as CAR deteriorated
marginally after a 50 per cent exchange rate appreciation shock was induced, with a 15
per cent hedging cover. After the shock, 4 banks had CARs below the 10 per cent minimum
prudential requirement. However, counterparty risk due to exchange rate depreciation was
significant, as the industry, large, medium and small banks CAR deteriorated to 12.23, 11.07,
13.54 and 14.12 per cent, respectively when 30 per cent of the total foreign exchange loan
exposure was assumed lost. Assuming a 50 per cent counterparty loss due to exchange rate
depreciation, the industry, large, medium and small banks CAR fell to 7.34, 6.64, 8.12 and
8.47 per cent, respectively
FX Trading Risk
The banking industry showed resilience to FX trading risk, as pre-shock ROA and ROE
only changed marginally after a 100 per cent decline in FX trading income was assumed.
This was largely due to the small proportion of FX trading income to gross income.
Source: CBN
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Liquidity risk was moderate as the impact of a 10 per cent run on the banking industry
resulted in the liquidity ratio falling to 31.24 per cent (above the threshold of 30 per cent)
from 51.02 per cent. Large banks followed the same trajectory as their liquidity ratio
deteriorated to 30.07 per cent from 50.75 per cent. The medium and small banks showed
more resilience as their liquidity ratios were 36.00 and 42.12 per cent, from 62.30 and
74.43 per cent, respectively.
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3.7 Cross Border Banking
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In 2013, twelve Nigerian banks had 68
operating units in 27 jurisdictions globally.
They comprised 60 full-fledged banks
(subsidiaries), 6 representative offices,
a branch and a regulated investment
banking outfit. Within the WAMZ, there
were six Nigerian banks with twentyone operating units.
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In pursuance of its mandate to promote
financial stability in the Zone through
supervisory cooperation, the CSWAMZ
held three statutory meetings during the

review period. The meetings continued
to focus on the attainment of its key
objectives including the enhancement of
supervisory cooperation, harmonization
of supervisory practices, promotion of
financial stability and capacity building.
In addition, fourteen (14) Nigerian bank
subsidiaries were jointly examined by
the CBN and other members of the
CSWAMZ during 2013. Joint examination
reports were issued to the examined
banks to help them identify potential
risks as well as measures required to
mitigate them.

Box 3.2: Other Key Cross-border Banking Developments in Nigeria
•

During 2013, the CBN finalized agreements on the establishment of a College of
Supervisors for the banking subsidiaries of Ecobank Transnational Incorporated (ETI)
which is to be chaired by the Central Bank of West African States (BCEAO) and a
College of Supervisors for United Bank of Africa to be chaired by the CBN.

•

The CBN signed 15 memoranda of understanding (MoUs) with other foreign
bank regulators in 2013. The MoUs facilitated information sharing, consolidated
supervision and joint examinations across jurisdictions

Source: CBN

NON-BANK FINANCIAL INSTITUTIONS
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sector. Despite significant improvements
in insurance markets across the zone,
insurance penetration (gross premiums
as a percentage of GDP) remained low,
below 2.0 percent in all countries.
The number of insurance and reinsurance
companies as well as brokers, agents and
loss adjusters increased in most countries
reflecting an overall increase in insurance
activities. In The Gambia, insurance
companies increased to thirteen (13)
as at end-December 2013 from twelve
(12) in 2012, following the licensing of
Enterprise Life Assurance Company
(ELAC Gambia Ltd). The number of
brokers and agents also expanded to
nine (9) and sixty-eight (68), respectively,
from seven (7) brokers and thirteen
(13) agents in the previous period. The
number of branches stood at twentyseven (27), and the coverage spanned
across the six administrative regions of
the country. Nine (9) of the twelve (12)
insurance companies underwrite general
business (non-life business), two (2)
undertake wholly life insurers, and one
(1) operated as composite insurance.

The total number of insurance
companies in Ghana increased by three
(3), to forty-six (46) in 2013. Nineteen
percent, to 34.9 million. Overall, robust (19) companies operated life insurance;
46 | P a g e
growth in premiums was underpinned
by twenty-five (25) underwrites general
favorable macroeconomic developments business (non-life) and two (2) operated
as well as reform measures undertaken in reinsurance businesses. A total of sixtymost countries to deepen the insurance one (61) insurance brokerage firms
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were operational during 2013. Guinea
licensed two (2) insurance companies
in the review period, bringing the total
number of operators to ten (10). The
industry had a distribution network of 54
brokers and 38 agents. In June 2013, the
Central Bank of Liberia (CBL) granted
licenses to eighteen (18) of the twenty
six (26) insurance companies that met
the requirements of the Insurance Sector
Reform Roadmap (IRRM) and published
their names in an official gazette as
legitimate insurance companies.

In Nigeria, the number of insurance and
reinsurance companies stood at fiftyseven (57) and two (2), respectively,
unchanged from the 2012 level. The
number of insurance agents and brokers
however increased from 2250 and
579 in 2012, to 2900 and 596 in 2013,
respectively. The Sierra Leone Insurance
Commission (SLICOM) licensed one
insurance company and two brokers
during the review period, bringing the
total number of companies and brokers
to 12 and 11, respectively.

Box 4.1: Recent Insurance Reforms in the WAMZ
Ghana
The National Insurance Commission (NIC) initiated several projects to improve both
efficiency and depth of the industry:
•
•
•
•

Risk Based Supervision (RBS) implementation commenced on 2 pilot sites, and is
scheduled to be expanded in April, 2014.
NIC circulated the draft RBS supervisory framework to all stakeholders’ for comments
The review of the Insurance Act continue with a draft bill submitted to Cabinet
Insurance companies are expected to be IFRS compliant,

•

Prudential reporting was extended beyond Management Accounts to include 5 key
areas of returns, namely; solvency, financial position, operating results, operational
efficiency and corporate governance

•

NIC no premium no cover’ model to enhance insurance companies’ ability to settle
clams, and introduced a micro-insurance scheme to take care of the informal sector
small businesses

Guinea
One Insurance company, which was under temporary administration, received a total of
GNF 6 billion from the government for recapitalization
Liberia
The CBL continued with the implementation of first phase of the Insurance Reform Road
Map (IRRM) to address the challenges of inadequate capital, weak corporate governance,
inadequate reinsurance, poor risk management. The main focus of this first phase was to

bring all existing insurance companies into compliance with the present capital and other
prudential requirements as outlined below:
Minimum existing required capital of US$450 thousand;
Effective Board and Management oversight;
Adequate risk management; and
Adequate and current reinsurance cover.

CBL drafted a new Insurance Act and relevant prudential with technical assistance from
the First Initiative/world Bank
Nigeria
The National Insurance Commission (NAICOM) undertook the following reforms:
•

Issuance of guidelines on micro-insurance operations and the inauguration of the
micro-insurance steering Committee

•

The divestment of banks from three insurance companies in pursuance of the New
Bank Model

•

The merger of four insurance companies (AIICO Insurance Ltd, NSIA insurance Ltd,
Custodian and Allied Insurance Plc and Great Nigeria Insurance Plc)

•

Submission of IFRS compliant accounts by insurance companies

•

NIACOM signed a MoU with the National Association of Insurance Commissioners of
the Unites States of America.

•

Settlement of 61 disputes between insurance companies and customers totaling
N2.24billion

Sierra Leone
The Sierra Leone Insurance Commission (SLICOM) is reviewing the Insurance Act of 2000
to improve compliance with the Insurance Core Principles as well as to the raise minimum
capital requirements to match the growth of the insurance sector.
SLICOM established a public compliant bureau to address customer and complaints and
boost the confidence levels of the general public. The Commission also recently reviewed
the policies of all insurance products to improve claims handling and underwriting as well
as enhance transparency.
Source: CBL, NIC, NAICOM and SLICOM
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4.2 Pension

FINANCIAL STABILITY REPORT

Sponsored Provident Fund, Group
Personal Pension, and Personal Pension
Pension funds are emerging as major Schemes, were registered as at endplayers in the financial sector in the December, 2013. However, the pension
WAMZ, particularly in Ghana, Nigeria scheme continued to be challenged
and Sierra Leone. Member States by the government’s indebtedness to
continued to undertake key activities the scheme, inadequate capacity at the
to improve the depth and efficiency of National Pensions Regulatory Authority
the pension industry during the review (NPRA) as well as apathy of the informal
period.
sector to the scheme.
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In The Gambia, there were four (4)
pension funds administered by the
Social Security and Housing Finance
Corporation
(SSHFC),
a
semiautonomous
government
agency.
These include the National Provident
Fund (NPF) with 5283 institutions and
104,297 members; Federated Pension
Scheme (FPS) with 65 institutions and
6197 members; and Industrial Injuries
Compensation Fund (IICF) for Civil
Service (with one (1) institution and
17,669 members), and Local Area
Councils (with 5 institutions and 1591
members).
In Ghana, the pension industry grew
markedly as the total assets increased
steadily to US$ 474.1 million in 201213
, from US$ 411 million in 2011. The
total number of contributors and
employee registration also increased
to 1.478 million and 37,000, from 1.39
million and 32,000 in 2011. In terms of
institutions and structures, there were
46 Pension Funds Managers (PFMs),
15 Pension Funds Custodians (PFCs),
and 24 Private Corporate Trustee
Schemes. A total of 218 schemes,
including Master Trust Occupational,
Master Trust Provident Fund, Employee
Sponsored Occupational, Employee
13

Data for 2013 was unavailable.

The number of licensed pension
fund custodians (PFCs) and pension
fund administrators (PFAs) in Nigeria
remained unchanged at four (4) and 24,
same as in 2012. The National Pension
Commission (PENCOM) of Nigeria
launched a three-year strategic plan
during 2013. PENCOM, in collaboration
with VALTEC Limited, developed robust
risk management analysis software,
which became operational in 2013. It
also established a joint committee with
the International Monetary Fund (IMF)
to develop investment outlets for its
fund, and collaborated with NAICOM
to provide guidelines on employing an
annuity strategy as an alternative.
In Sierra Leone, the social security
scheme continued to expand in terms of
membership, contributions, and assets
portfolio. The total insured population
increased by 6.6 percent to 203,469
in 2013, and contribution income rose
by 24.3 percent, to US$ 56.1 million in
2013. The total investment portfolio rose
by 26.8 percent, from US$ 127.7 million
in 2012. However, return on investment
remained weak, as average return
declined to 2.5 percent, from 5.6 percent
in 2012, while real return was negative
(-5.7 percent in 2013). Administrative

December 2013, seven (7) PMBs met
the requirement for national license;
thirty-three (33) met State licensing
requirements; four (4) were subsumed in
a merger and acquisition arrangements;
13 applied for conversion to OFIs with
lower capital requirements; while 25
were unable to meet the re-capitalization
deadline. Furthermore, the number of
Development Finance Institutions (DFIs)
under the supervisory purview of the
4.3 Other Financial Institutions CBN, increased to 6, compared to 5
(OFIs) 14
at end-December 2012. The increase
resulted from the re-emergence, in
Institutions including securities and October 2013 of the National Economic
brokerage companies, mortgage finance Reconstruction Fund (NERFUND).
companies, mutual fund, development
finance companies, which are prevalent Following the appointment of a new
in Ghana and Nigeria, were yet to be management team, the process of
established in the other WAMZ countries. restructuring and recapitalizing the fund
The OFIs continued to play a key role in as well as recovery of loans commenced.
the financial sector in Ghana and Nigeria, The total assets of the six (6) DFIs
where they are sometimes large and increased by 31.3 percent to US$ 3.6
sophisticated. Securities brokerage was billion (N586.7 billion), from US$ 3.8
done over the counter in The Gambia, billion (N446.9 billion) as at end- 2012.
Guinea and Liberia due to the lack of an In addition, the number of operating
official stock market. In Sierra Leone, finance companies (FCs) reduced to
the stock market was established in 61 in December 2013, from 65 in
2007 and there were three (3) securities December 2012. This was due to the
brokerage companies.
voluntary liquidation of two (2) FCs and
discontinuation of business by two (2)
In Nigeria, total assets of primary others, while one (1) was sealed up and
mortgage banks (PMBs) increased by was being investigated by the Economic
34.7 percent, to US$ 3.1 billion as at and Financial Crimes Commission.
end-December 2013, from US$ 2.3 However, one (1) new FC was licensed
billion as at end-2012. This was on in the period. Total asset of FCs increased
account of intensive regulatory reforms to US$ 654.6 million (N103.1 billion) as
undertaken by the CBN. The prescribed at end-December 2013, from US$ 493.3
minimum capital of PMBs was raised (N78.3 billion) as at end-December
to N2.5 billion or US$ 15.7 million (for 2012, representing a growth of 31.7 per
State license) and N5 billion or US$ 31.4 cent.
million (for National license). As at endOFIs include Securities and Brokerage Companies, Finance House, Development Financial
Institutions(DFIs), Mortgage Finance Institutions (MFs), Foreign Exchange Bureaus (FB), Discount
Houses (DHs) and Leasing Companies.
14
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expense also remained high, amounting
to 21.3 percent of contribution income
in 2013. Weak investment earnings and
rising indebtedness of public sector,
especially “sub-vented institutions”
constituted significant challenges to the
viability of the scheme. During 2013,
total indebtedness of both public and
private institutions amounted to US$ 7.5
million.
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countries continued to implement policy
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measures that were aimed at increasing
access to finance. These measures
included the development of national
payments systems and guidelines for the
operations of microfinance institutions
(MFIs). The level of financial inclusion
however remained low across the Zone
as shown in figure 4.3. The financial
inclusion index measured by bank branch
penetration and credit to the private
sector remained largely unchanged
across the Zone (generally below 0.3).
This reflects the slow pace in the growth
of private sector credit and bank branch
penetration on account of the structural
bottlenecks in the domestic economies.
Key indices of financial inclusion including
bank penetration and bank usage also
remained unchanged compared to
2012. The development underscored
the need for deeper reforms that would
substantially enhance access to finance.

Box 4.2 Recent Microfinance Reforms in Selected WAMZ Countries

•

The Government established a National Agency for Microfinance including a fund GNF
130 billion (US$ 18.6 million) to support income-generating activities for women and
youth.

•

The Government with the support of development partners undertook a diagnostic
study of the sub-sector which covered the regulations, supply and demand for financial
services.

•

The Government developed and adopted a national strategy for Inclusive Finance in
Guinea

Liberia
CBL commenced the process of establishing a national apex organisation for Village Savings
and Loan Associations (VSLAs) in the country. Over 400 VSLAs have now been identified
nationally and the Microfinance Unit has completed the structures at the village, district
and county levels.
CBL received a grant from the UN Capital Development Fund (UNCDF) Micro Lead
Program to undertake a 5-year project in collaboration with World Council of Credit
Union (WOCCU), aimed at developing professional credit unions. Under that project, four
regional professional credit unions are been constructed in Bomi, Nimba, Grand Gedeh and
Bassa Counties.
Nigeria
In 2013, the CBN implemented the second phase of the Microfinance Certification
Programme (MCP), which was designed to bridge skills gap in the microfinance industry.
Source: Central Banks of Guinea, Liberia and Nigeria
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FINANCIAL POLICY AND INFRASTRUCTURE
CHAPTER FIVE
5.1 Financial Regulation, Supervision
and Reporting
Member states continued to strengthen
and implement laws for the establishment
and regulation of banks and non-bank
financial institutions, as well as carry
out reforms in the capital markets and
payments system. Additionally, member
states continued to demonstrate
commitment towards the strengthening
of prudential norms by focusing more on
macro-prudential supervision.
36

Sierra Leone took a step forward in the
implementation of the automated offsite bank examination technology, by
taking delivery of the oracle database,
upon which the V-RegCoss technology
would sit. Upon completion, it would
bring to four, the number of countries in
the zone that undertake automated offsite bank supervision, as the technology
is already operational in The Gambia,
Ghana and Nigeria15. During the period
under review, Guinea and Liberia made
efforts towards securing funding for the
technology. Both countries, having failed
to secure funding from development
partners, were considering internal
financing.
The College of Supervisors of the West
African Monetary Zone (CSWAMZ)
continued to play its role in the promotion
of a sound, vibrant, robust and stable
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financial system in the WAMZ. As a result,
member central banks continued to
demonstrate commitment towards the
institutionalization of sound corporate
governance principles, as well as the
implementation of Risk Based Supervision
(RBS), Basel Core Principle (BCPs),
Basels II and III, and the International
Financial Reporting Standard (IFRS)
in all deposit money banks operating
within their jurisdiction. Specifically,
Ghana Guinea, Liberia and Nigeria had
fully adopted RBS, while The Gambia
and Sierra Leone were making progress
towards its implementation. Ghana
would commence the implementation
of Basels II and III upon completion
of the review of its Banking Act, while
Nigeria, following the engagement of an
international consultant to support its
implementation, had issued Guidance
Notes to the DMBs.
Fourteen subsidiaries of Nigerian banks
operating within the zone were jointly
examined by the host central banks and
the CBN. Additionally, four Nigerian
bank subsidiaries were earmarked for
joint examination with the Commission
Bancaire16 in 2014.
5.2 Financial Integrity (Intelligence/
Surveillance)
Member countries continued
implement
measures
aimed

to
at

Ghana and Nigeria uses a different provider for their technology, which is called electronic Financial
Analysis Surveillance System (eFASS)
16
Commission Bancaire is the Apex Regulator for the UEMOA banking industry
15

of outstanding credits increasing by 55.9
percent to USD34.5 billion. Three PCBs
were operational in the review period
in Nigeria, and continued to provide
credit information to clients, with the
number of credit records increasing to
21.9 million, from 19.7 million in the
preceding year. The progress recorded
notwithstanding, the problems of low
public awareness, absence of unique
identifier, inadequacy of skills, as well as
lack of an efficient information sharing
mechanism continued to persist.
5.4 Developments
System

in

Payments

The
WAMZ
Payments
System
Development projects in The Gambia,
Guinea, Liberia and Sierra Leone, as
well as the continuous upgrading in
Ghana and Nigeria, recorded significant
progress in the review period. The
System continued to run smoothly in
The Gambia and Sierra Leone, while
5.3 Accessibility of Credit Information implementation was on-going in Guinea
and Liberia. The project is expected to
Access to credit information continued be completed by end-December, 2014.
to improve in the review period.
Private Credit Bureaux PCBs) operated In pursuance of the Payments System
alongside the Credit Management Vision 2020, the CBN deployed a new
System of central banks in some member Real Time Gross Settlement (RTGS)
countries. The Credit Risk Management system to interface with the Scriptless
System (CRMS) of the CBN continued Securities Settlement System (S4) and
to complement the process of credit facilitate simultaneous delivery versus
risk management in the banking industry, payment to mitigate settlement risks. The
processing 161 requests/complaints on Bank also extended the cash-less policy,
customers’ credit records. The number earlier launched in Lagos, to five additional
of registered borrowers in the CRMS States and the Federal capital, and
database increased by 10.3 percent, to licensed 10 additional Payment Terminal
95, 347 in the review period. The total Service Providers (PTSPs), bringing its
number of outstanding credits rose by number to 16, and commenced the
8.2 percent, to 33, 452, with the value development of a biometric solution to
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enhancing financial integrity in the zone.
Consequently,
they
demonstrated
strong commitment towards combating
money laundering and the financing
of terrorism. The CBN circulated the
United Nations Consolidated List of
Persons/Entities involved in terrorism
financing or terrorist activities to financial
institutions under its regulatory purview
for appropriate actions. The Bank also
strengthened processes, regulations
and supervisory policies on Anti Money
Laundering and Countering the Financing
of Terrorism (AML/CFT), which led to
the delisting of Nigeria from the ‘grey
list’ by the Financial Action Task Force, in
October, 2013. In the Gambia, the review
of the Money Laundering Act 2003 was
concluded with the final enactment of
the AMT/CFT Act 2012. The Act was
implemented during the review period.
The BSL set up an independent Financial
Intelligence Unit (FIU) during the review
period.
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address the challenges of the absence of
a unique identifier in the Nigerian banking
industry. Additionally, the Bank adopted
the use of mobile money and issued
the Guidelines for the Operation and
Regulation of Agent Banking, to further
promote financial inclusion. Although the
volume and value of interbank transfers
on the platform of the Nigerian Interbank

Settlement System (NIBSS), declined in
the review period, there was an upsurge
in the NIBSS Instant Payment (NIP) and
NIBSS Electronic Funds Transfer (NEFT)
platforms. Increases were also recorded
in transactions consummated through
electronic cards, Automated Teller
Machines (ATMs), Mobile Payments and
Point of Sale (POS) terminals.

Box 5.1 Recent Development in Payments System Infrastructure in Nigeria
•

Hosted a maiden 2-day International Conference on Payments System with over
one thousand participants/stakeholders from across the globe.

•

Revised and Launched the Payments System Vision 2020 Strategy document that
will provide the policy direction for the Bank in the payments space in the next
five years.

•

Assessment of the Nigerian Payments System Market Infrastructure against the
current 24 BIS/IOSCO core Principles for Financial Market Infrastructure (PFMI).

•

Identified the following new initiatives to deepen e-payment adoption in the next
phase of the PSV2020 Project:

•
•
•
•
•
•
•
•
•
•
•

Agriculture
Smart cities
Transportation
Education
E- payments
Hotels & entertainment
Health
Bill Presentment
Issued the following guidelines:
Revised RTGS Rules and Regulations
Clearing House sanctions
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Source: Central Bank of Nigeria

CONCLUSION: AN OVERALL ASSESSMENT
CHAPTER SIX

T

he financial system remained safe
and sound during 2013, evidenced
by the general improvement
in financial soundness indicators and
robust growth of bank balance sheets.
Total assets of the financial system of
the WAMZ (including banks, insurance
companies, OFIs and MFIs) expanded
significantly on account of favorable
macroeconomic developments; robust
economic growth and declining inflation.
The expansion in bank balance sheets
was funded largely by strong growth in
deposits and the increase in equity levels
following the elevation of minimum paidup capital in some countries. Bank credit
also expanded in all countries except
The Gambia and Sierra Leone, where
it declined on account of the increased
lending risks. The ability of banks to
absorb losses remained strong with all
countries reporting CAR above the 10
and 15 percent minimum. In addition,
the overall liquidity ratio increased and
remained above the 30 percent minimum
in all countries. Profitability improved
in all countries except Liberia where
return on asset and equity remained
negative due to limited earnings options
for banks. However, overall asset quality
deteriorated as NPLs generally remained
above the 10 percent tolerable limit.
NPLs were nonetheless contained within
single digits in Nigeria and Guinea. On the
other hand, financial markets remained
vibrant on account of strong performance
of the GSE and NSE as well as the rise
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in outstanding government securities.
Insurance markets also recorded strong
growth in gross premiums. The volume
of interbank transactions however
declined slightly during the review
period due the marginal fall in interbank
bank rates arising from excess liquidity in
banks.
Although the financial system generally
remained sound, some risks to stability lie
underneath. The overall operating cost
of banks remained high even though it
declined during the review period. While
the decrease reflects an improvement
in the efficiency of resource utilization
there is need to sustain the reduction
in bank overheads through targeted
policies to reduce staff and administrative
expenses. Furthermore, banks’ exposure
to foreign currency increased during
the review period due mainly to the
depreciation of the Ghanaian Cedi and
Gambian dalasi. This, in addition to the
rise in NOP threatens the balance sheets
of banks. The development stresses
the need for The Gambia and Ghana to
improve macroeconomic management
by enhancing monetary and fiscal policy
and coordination. On the other hand,
the reduction in interest margins and
the yield of treasury bills could constrain
the growth of profits and emphasize
the need for deposit money banks to
enhance profit opportunities especially
through financial innovation.
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Overall, the deterioration in asset
quality including the prevalence of high
NPLs in most countries could erode the
capital of banks and represented the
biggest risk to stability during the review
period. This underscores the need for
countries to adopt bold and proactive
policies, such as the introduction of new
prudential guidelines/regulations which
spell out robust principles for credit
administration and overall credit risk
management in order to significantly
improve credit underwriting standards
in deposit money banks. In addition,
banks should improve their institutional
and corporate governance systems to
accelerate the recovery of bad loans
from delinquent borrowers. The
ongoing reforms of setting up fast-track
commercial courts across the Zone
if sustained and combined with the
establishment of robust asset recovery
mechanism in deposit money banks
could significant reduce NPLs.

new MFIs and the continuation of reforms
to improve microfinance credit delivery.
Pension funds also remained vibrant in
supporting the intermediation of long
term funds. However, financial inclusion
remained low both in terms of usage
and outreach of financial products and
institutions. This implies that the recent
reforms to promote financial inclusion
such as the introduction of mobile
payments, extension of microcredit
and development in payments systems
should be broadened and deepened.
In addition, new reforms such as
establishing more financial institutions
in rural areas, developing new financial
products specifically targeted at the
poor and large informal sector as well
as massive financial literacy campaigns
should be introduced across the Zone.

Overall, member countries should
continue to strengthen the financial
system architecture to enhance financial
stability through the development of
The depth and liquidity of the financial national payments system, adoption
system continued to be improved by of international financial standards
robust growth of NBFIs. The assets of (IFRS, RBS and Basel II) to improve the
insurance companies and OFIs (including regulatory and supervisory framework
Securities Brokerage Companies, DFI and the promotion of financial integrity
and FHs among others) expanded by improving the AML/CFT regime.
significantly during 2013 on account of
favorable macroeconomic developments
and new regulatory reforms. The assets
of MFIs also grew remarkably due to the
expansion in microcredit, the entry of

Basel II: A 2004 accord among national
bank supervisory authorities (the Basel
Committee on Banking Supervision) that
revised the Committee’s 1988 adequacy
standards with regard to bank capital
for credit risk and introduced capital
requirements for operational risk. Basel
II made the capital requirement more
sensitive to variations in the riskiness of
the bank’s assets. Basel II also revised
its recommended supervision processes
and increased disclosure by banks.
Pillar 1 of the Basel Accord covers the
minimum capital adequacy standards for
banks; Pillar 2 focuses on enhancing the
supervisory review process; and Pillar
3 encourages market discipline through
increased quantitative and qualitative
disclosure of banks’ risk exposures and
capital adequacy.
Basel III: A comprehensive set of reform
measures introduced in the aftermath
of the global financial crisis to improve
the banking sector’s ability to absorb
financial and economic shocks, enhance
banks’ risk management and governance,
and increase banks’ transparency and
disclosure. These measures revise the
existing definition of regulatory capital
under the Basel Accord, enhance capital
adequacy standards, and introduce,
for the first time, minimum liquidity
adequacy standards for banks. See also
Capital adequacy ratio (CAR).

objective is to enhance understanding of
key supervisory issues and improve the
quality of banking supervision worldwide.
The BCBS also develops guidelines and
supervisory standards in various areas,
including the international standards on
capital adequacy, the Core Principles
for Effective Banking Supervision, and
the Concordat on cross-border banking
supervision.
Capital Adequacy Ratio (CAR):
measures the equity capital of banking
institutions expressed as a percentage
of weighted of risky assets (assumed risk
level). It is used to protect depositors,
by strengthening the ability of banks to
absorb short and long-term losses, and
to provide for unexpected losses. The
Basel Committee on Banking Supervision
recommends 8 percent for banks that
operate internationally but smaller banks
in developing countries may require a
higher percentage.
Core liquid assets to total assets:
gives an indication of the level of
liquidity required to meet expected and
unexpected demand for cash.
Core liquid assets to short term
liabilities: measures liquidity mismatch
of assets and liabilities to show the
extent by which banks can meet shortterm obligations.

Credit risk: The risk that a party to a
financial contract will incur a financial
Basel Committee on Banking loss because a counterpart is unable or
Supervision (BCBS): A committee unwilling to meet its obligations.
of banking supervisory authorities that
provides a forum for regular cooperation Financial intermediation margin:
on banking supervisory matters. Its measured as the ratio of net interest
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margin to gross income, it shows the
performance of productive assets (credit
and investment) in relation to total
earnings. In other words, it reveals the
efficiency of banks’ decision making.

may increase the risk of bankruptcy if
banks are unable to make payments on
debt, but it may also increase return
on equity” and the tax associated with
borrowing.

Index of Financial Inclusion (IFI):
measures access to financial services by
incorporating information on several
aspects, such as bank penetration,
availability and usage of the financial
system. The advantage of the IFI is that it
is easy to compute and allows for crosscountry comparism. It is computed using
the following formula:

Liquidity: defined as the amount of
bank’s asset adjusted for risk. It shows
the exposure to risks in terms of the level
of loan losses that the bank is willing to
accept without running into difficulties.

Leverage: is defined as total assets
divided by equity, and measures the
degree to which the banking system is
utilizing borrowed money. High leverage

Net Open Position (NOP): shows
the net short and long positions of
each currency other than the reporting
country’s currency and the net long

Liquidity risk: The risk that increases
in assets cannot be funded or obligations
met as they come due, without incurring
unacceptable losses. Market liquidity risk
(W1 – D1)² + (W2 – D2)²)/√N is the risk that asset positions that are
normally traded in reasonable size with
Where; W1 = Weight attached to first little price impact can only be transacted
dimension (banking penetration)
at a substantial premium/discount, if at
all. Funding liquidity risk is the risk that
D1 = Banking penetration (No of bank solvent counterparties have difficulty
branches/1000 inhabitants)
borrowing immediate means of payment
to meet liabilities falling due.
W2 = Weight attached to second
dimension (usage of financial services)
Member Central Banks: refers to
central banks of WAMZ countries.
D2 = Share of private sector credits in
GDP
Member States: refers to countries
of the WAMZ, namely: The Gambia,
N = Number of dimensions
Ghana, Guinea, Liberia, Nigeria, and
Sierra Leone.
W is given any weight between 0 and
1 based on the importance of the National Switch: is a common platform
dimension. The decision rule states that through which all banks interconnect
financial inclusion is high, medium and their Automated Teller Machines (ATMs)
low when the IFI > 0.5, 0.3 < IFI < 0.5, and Points of Sale (POS) with other
and IFI ≤ 0.3, respectively. 		
financial products.

Productive assets: implies interest
earning or income generating assets of
banks. For the purpose of this report
productive assets are typically the
investments held by banks and credit
extended by banks.

Provisions Coverage: is defined as the
amount that is set aside to cater for bad
Net interest spread: defined as the loans expressed as a proportion of total
nominal average difference between capital.
borrowing and lending rates, without
compensating for the differences the Return on Assets (ROA): measures
amount of earnings and borrowed funds. the performance of banks in terms of
average total assets. It indicates a bank’s
Non-interest expense to gross capacity to use all its resources (real and
income: measures the size of financial) to generate income in a period.
administrative expenses in gross income.
It shows the efficiency of bank’s use of Return on Equity (ROE): measures the
performance of banks in terms of own
resources.
funds and reflects the return obtained
Non-performing Loans (NPLs): Loans from shareholders’ contribution.
for which the contractual payments are
delinquent, usually defined as being
overdue for more than a certain number
of days (e.g., more than 30 or 60 or
90 days). In Member States, a loan is
overdue after 90. Prudential regulation
in Member States consider single digit
NPLs as the acceptable level for banks.
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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.

43

APPENDIX
FINANCIAL STABILITY REPORT

APPENDIX I: SELECTED BANK INDICATORS
A.
Total Assets of the Banking System in the WAMZ (Million US $)

Country
The Gambia
Ghana
Guinea
Liberia
Nigeria
Sierra Leone
WAMZ

Dec-11

Dec-12

Dec-13

583.4
13,453.0

661.0
14,224.5

648.8
16,440.8

1,536.0
712.4
113,762.5

1,428.0
763.6
135,409.0

1,637.0
839.6
149,282.6

681.3

843.9

993.8

130,728.6

153,330.0

169,842.6

B.
Total Bank Credit in the WAMZ (Million US$)
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Country
The Gambia
Ghana
Guinea
Liberia
Nigeria
Sierra Leone

Dec-11

Dec-12

Dec-13

181.0
6,037.7
445.0
223.0
47,853.6
244.9

190.5
6,800.6
430.0
260.7
52,344.5
265.5

157.8
7,747.0
568.0
311.8
63,642.1
252.1

WAMZ

54,985.2

60,291.8

72,678.8

C.
Total Liabilities of the Banking System in the WAMZ (Million US$)
2011

Dec-12

Dec-13

575.4

661.0

648.8

Ghana

12,273.0

12,510.2

14,004.5

Guinea

1,536.0

1,428.0

1,637.0

Liberia

609.2

665.6

729.8

Nigeria

113,762.5

135,409.3

149,282.6

681.3

834.9

993.8

129,437.3

151,509.0

167,296.5

Country

The Gambia

Sierra Leone
WAMZ

D.

The Gambia
Ghana
Guinea
Liberia
Nigeria
Sierra Leone
WAMZ

435.5
10,323.2
1,164.0
494.0
80,327.4
526.1
93,270.2

459.7
10,226.2
1,083.0
531.5
92,398.7
652.8
105,351.9

Dec-13

379.1
10,605.3
1,261.0
584.6
106,145.6
790.1
119,765.7

E.

Banking Capitalization Indicators, December 2013

Country

The Gambia
Ghana
Guinea
Liberia
Nigeria
Sierra Leone

Minimum Capital
(US$ Million)

Average Capital
(US$ Million)

Number of
Banks with
Capital Greater
or Equal to
Average

5.2
40.8
7.2
10.0
165.2
4.2

6.7
41.0
8.0
12.2
700.2
10.4

4.0
10.0
4.0
4.0
10.0
6.0

% of Banks with
Capital Greater
or Equal to
Average

30.8
37.0
26.7
44.4
41.7
46.2

F.

Capital Adequacy Indicators (in Percentages), December 2013

Country

The Gambia
Ghana
Guinea
Liberia
Nigeria
Sierra Leone

Regulated
Capital Adequacy
Ratio (CAR)

10.0
10.0
10.0
10.0
10.0
15.0

Average CAR

28.0
18.5
27.6
24.8
17.2
30.1

Banks with
CAR Greater
or Equal to
Average

46.2
48.1
40.0
55.6
54.2
61.5

Average
Equity/Total
Assets

14.0
14.7
4.9
13.1
11.7
13.5
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Total Deposits of the Banking System in the WAMZ (Million US$)
2011
Dec-12

Country
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Country

Provisions - NPL/Capital
Dec-11

Dec-12

Dec-13

The Gambia

14.7

10.5

44.0

Ghana

35.3

40.7

47.1

Guinea

3.0

10.3

20.6

Liberia

45.0

60.0

44.4

Nigeria

14.8

6.1

3.5

Sierra Leone

21.4

21.1

31.7

WAMZ

22.4

24.8

31.9

Country

NPLs/Gross Loans
Dec-11

Dec-12

Dec-13

12.6
14.2
2.8
20.8
4.9
15.1
11.7

16.5
13.2
1.9
24.9
3.5
14.7
12.5

20.0
12.0
5.3
14.8
3.2
22.4
13.0

Return On Assets
Dec-11

Dec-12

Dec-13

0.2
3.7
2.5

2.2
4.8
3.0

2.0
6.2
2.2

Liberia

(0.7)

(0.1)

(0.5)

Nigeria

0.2

0.8

2.3

Sierra Leone

3.8

3.7

2.1

WAMZ

1.6

2.4

2.4

H.

The Gambia
Ghana
Guinea
Liberia
Nigeria
Sierra Leone
WAMZ
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I.
Country

The Gambia
Ghana
Guinea

Return On Equity
Dec-11

Dec-12

Dec-13

0.2

12.5

30.9

Ghana

19.7

25.7

30.9

Guinea

30.9

22.0

18.5

Liberia

(4.7)

(0.5)

(3.8)

Nigeria

1.9

7.8

19.8

Sierra Leone

15.6

17.4

9.9

WAMZ

10.6

14.2

17.7

The Gambia

K.
Country

Risk Appetite RWA/Total Assets
Dec-11

Dec-12

Dec-13

The Gambia
Ghana

63.0
68.8

44.1
67.6

28.0
67.8

Guinea
Liberia

43.7
46.9

64.6
46.6

69.9
53.9

Nigeria
Sierra Leone

58.6
51.9

58.8
46.9

60.9
41.6

WAMZ

55.5

54.8

53.7

L.
Country

Leverage: Total Asset/Equity (# of times)
Dec-11

Dec-12

Dec-13

The Gambia

6.3

6.7

6.5

Ghana

7.3

12.6

6.8

Guinea

12.3

8.8

9.1

Liberia

6.9

7.1

7.6

Nigeria

78.5

8.9

8.9

6.8

6.7

7.4

19.7

8.5

7.7

Sierra Leone
WAMZ
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M.
Core Liquid Asset/Short term Liabilities
Country

Dec-11

Dec-12

Dec-13

The Gambia

68.1

81.5

70.0

Ghana

46.9

77.3

108.3

Guinea

78.3

66.4

75.6

Liberia

65.3

44.4

55.5

Nigeria

25.7

28.9

25.2

6.9

6.5

9.4

58.2

50.8

57.3

Dec-11

Dec-12

Dec-13

The Gambia

43.7

51.9

76.0

Ghana

37.2

38.7

41.0

Guinea

42.3

38.0

40.2

Liberia

33.0

31.9

25.2

Nigeria

36.5

24.7

22.2

5.8

5.6

8.1

33.1

31.8

35.4
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Sierra Leone
WAMZ

N.
Core Liquid Assets/Total Asset
Country
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Sierra Leone
WAMZ

O.
Equity Levels (US$ Million)
Country

2011

Dec-12

Dec-13

The Gambia

98.4

107.4

79.9

Ghana

1,065.1

2,101.4

2,419.6

Guinea

125.0

163.0

228.0

Liberia

103.4

107.9

109.8

Nigeria

16,316.6

15,447.0

16,527.8

100.6

124.6

134.7

17,809.1

18,051.3

19,499.8

Sierra Leone
WAMZ

APPENDIX II: SELECTED FINANCIAL MARKET DATA
A.
Dec-11

Dec-12

Dec-13

42.8

72.45

76.85

Ghana

13,114.90

5,411.45

5,166.08

Guinea

64.9

116

44.4

Nigeria

67,228.50

92,062.52

37,776.33

Sierra Leone

19,470.00

10.08

10.86

WAMZ

99,921.10

97,672.50

43,074.52

The Gambia

B.
Treasury Bill Holdings in the WAMZ (US$ Million)
Dec-11

Dec-12

Dec-13

192.87

342.89

324.6

Ghana

2,740.43

7,905.14

12,449.90

Guinea

407.64

272.34

298.4

Liberia

Nil

Nil

327.5

Nigeria

10,911.00

13,365.20

16,210.67

218.44

293

111.49

14,469.94

19,384.62

29,722.56

The Gambia

Sierra Leone
WAMZ
C.

Treasury Bond Holdings in the WAMZ (US$ Million)
Dec-11

Dec-12

Dec-13

187.7

170.4

168.7

Ghana

3,647.20

10,727.38

14,012.35

Nigeria

33,030.00

26,514.16

31,636.04

24.9

25

66.73

36,889.80

37,436.94

45,883.82

The Gambia

Sierra Leone
WAMZ
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Interbank Transactions in the WAMZ (US$ Million)
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D.
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Average Interbank Rate in the WAMZ (%)
Dec-11

Dec-12

Dec-13

The Gambia

9.35

10.9

15.81

Ghana

12.5

17.11

16.34

Guinea

22

22

10

Nigeria

12.13

11.73

10.86

Sierra Leone

22.69

18.49

3.22

WAMZ

15.73

15.22

11.25

E.
Average Treasury Bill Yields (91 Days) in the WAMZ (%)

50

Dec-11

Dec-12

Dec-13

The Gambia

8.07

9.7

15.85

Ghana

10.66

23.12

19.22

Guinea

12.67

14.5

15.7

Liberia

Nil

3

2.42

Nigeria

11.15

14.25

12.57

Sierra Leone

23.6

19.3

5.37

WAMZ

13.18

13.95

11.85

F.
Average Treasury Bond Yield in the WAMZ (%)
Dec-11

Dec-12

Dec-13

14.5

16

16

Ghana

14

22.9

23

Nigeria

15

16.5

12.43

Sierra Leone

20

20

6

15.87

18.85

14.36

The Gambia

WAMZ

G.

Dec-11

Dec-12

Dec-13

Guinea

48

252

170.5

Nigeria

15,530

8,670

12,340

23.3

22.5

25.83

15,601.30

8,944.50

12,536.33

Sierra Leone
WAMZ
H.

Foreign Exchange Transactions on the Interbank Platform (US$ Million)
Dec-11

Dec-12

Dec-13

The Gambia

151.97

200.56

223.4

Ghana

643.89

1,098.50

1,240

Liberia

67.5

77.9

85.5

Nigeria

1,350

1,470

3,968.50

WAMZ

2,145.86

2,769.06

3,968.50

I.
Market Capitalization in the WAMZ (US$ Million)
Dec-11

Dec-12

Dec-13

Ghana

30,536.80

30,457

31,045

Nigeria

61,114.90

82,386

120,000

WAMZ

91,651.70

112,843

151,045.00

J.
Market (Equity) Turnover in the WAMZ (US$ Million)
Dec-11

Dec-12

Dec-13

Ghana

47

59.18

236.11

Nigeria

1,661.07

2,160.27

4,134.37

WAMZ

1,708.07

2,219.45

4,370.48

FINANCIAL STABILITY REPORT

Foreign Exchange Transactions on the Dutch Auction Platform (US$ Million)
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APPENDIX III: SELECTED MACROECONOMIC INDICATORS 		
IN THE WAMZ
2005

2006

2007

2008

2009

2010

2011

2012

2013

Output and prices

Real GDP growth (%)
Nominal GDP ($mil)
Inflation Rate (end of Period)

6.3
6.0
6.3
6.2
6.4
7.7
8.2
6.8
7.0
113,075.7 160,036.0 215,237.6 221,631.9 199,531.0 234,146.1 284,399.7 311,639.5 328,014.1
13.4
11.5
8.2
14.4
13.4
12.3
11.2
11.6
9.0

Money and credit

Money Supply (M2+) growth (% change)
Velocity (Nom. GDP/M2+)

17.7
4.6

52.0
4.3

52.2
3.8

37.2
2.8

4.5
2.4

8.9
2.6

11.6
2.9

15.4
2.7

2.4
2.8

External sector

Gross International Reserves ($mil)
Gross International Reserves (in months of import)

30,479.3 44,918.5 54,634.4 55,541.5 46,452.0 38,082.1 39,808.6 50,678.5 50,091.6
10.0
12.2
11.4
11.1
13.9
7.0
5.7
7.0
7.3

Governments Fiscal operations

Tax Revenue ( % of GDP)
Salary mass/Total tax revenue

19.6

15.3

11.2

16.9

12.0

12.3

13.0

13.1

12.0

21.1

22.7

34.7

25.3

35.6

41.2

41.2

38.9

43.1

Public Investments from domestic receipts

38.3

-7.8

31.1

24.1

35.5

24.8

19.8

16.2

18.0

Captital Expenditures / Total Expenditures

19.4
42.6
1.1
1.7

19.1
28.2
-3.8
-3.3

15.4
25.3
0.8
1.3

14.1
31.8
1.0
1.4

21.8
22.7
3.3
3.8

12.9
28.8
5.9
6.3

12.5
24.9
2.8
3.2

11.1
24.3
2.9
3.2

12.5
21.5
3.4
3.6

Expenditure (% of GDP)
Fiscal Balance includ. Grants ( % of GDP)**
Fiscal Balance excl.Grants ( % of GDP)**
Source: WAMZ Authorities and WAMI Staff
(**) (+) means deficit and (-)means surplus

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

