
Select WEST AFRICA
Loan Market Overview

April 2018



2

Contents

Macro Overview

Loan Market

About EMFC
Services to Borrowers
Services to Lenders



3

Macro Overview

Region

 The slump in commodity prices since 2014 has had an adverse impact on sovereign
credit risk across Africa, with many countries seeing rating downgrades

 Improvements in growth prospects, adoption of policy reforms in some countries
and structural adjustments in others suggest that a turning point has been reached,
with stabilisation and improvement in sovereign risk expected in 2018

 The World Economic Forum forecasts GDP growth in Sub-Saharan Africa to rise
from 2.7% in 2017 to 3.3% in 2018 and to 3.5% by 2019

 In Western Africa, GDP growth is expected at >6% per annum in the medium term,
owing to continued strong domestic demand

Source: IMF Country Report No. 16/96, Mar 2016
World Economic Forum

Sub-Saharan Africa 
Average (3.575

Global Competitiveness Index (2017-18)
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Macro Overview

Benin

 GDP growth estimated by IMF at 6.0% for 2018 and 6.3% for 2019 (2017: 5.6%)

 Recent macroeconomic conditions favourable for financial stability, but financial
sector remains under-developed, with limited ability to support private sector credit

 Capitalisation of banks has increased, but persistently high NPLs indicate structural
problems, limiting the role of commercial banks in funding the private sector

- Benin reports 20.3% NPLs to total credits as at end-June 2017
- microfinance sector has shown growth in loans and deposits, albeit there are

still a large number of unauthorised microfinance institutions
 BOAD has lent US$165m to private sector, incl. US$14m to Marriott Cotonou in 2017

Sources: IMF Country Report No. 18/01 (Jan 2018)
Competitiveness Index Report (2017-18), World Economic Forum 

Most problematic factors for doing business Historic Real GDP Growth (% pa)

2017 2018 2019

Population (m) 11.1 11.4 11.7

GDP Growth (% pa) 5.6% 6.0% 6.3%

CPI Growth (Avg; % pa) 2.8% 2.2% 3.2%

Export Growth (% pa) 16.0% 14.4% 13.0%

Import Growth (% pa) 18.7% 8.4% 8.3%

PFI Loans (% of GDP) 3.3% 2.7% 2.5%

Selected IMF Forecasts
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Macro Overview

Burkina Faso

 Real GDP growth 6.3% in 2017 (2016: 5.9%), forecasted to reach 6.9% in 2019

 Cotton sector employs ~20% of labour force and accounts for ~12% of exports
- key sector retains access to credit through Input and Price Stabilisation Funds
- country also introduced a new credit bureau during 2017

 Private sector credit 28.5% of GDP in 2017, expected to increase to 29.1% by 2019

 Burkinabè affiliates of large regional banks continue to be active and profitable
- albeit partly attributed to their investment in other WAEMU* sovereign bonds

 Bank loans still focusing on larger borrowers; limited access to bank debt for SMEs

Sources: IMF Country Report No. 17/222, Jul 2017
IMF Regional Economic Outlook, Oct 2017; S&P
Competitiveness Index Report (2017-18), World Economic Forum 

Ease of Doing Business

S&P

24 Nov 2017

B / Stable

2017 2018 2019

Population (m) 18.9 19.5 20.0

GDP Growth (% pa) 6.3% 6.5% 6.9%

CPI Growth (Avg; % pa) 1.7% 1.9% 2.2%

Export Growth (% pa) 9.0% 8.0% 8.0%

Prv Sctr Credit Grwth (%) 8.9% 10.1% 9.5%

Selected IMF and S&P Forecasts

*West African Economic and Monetary Union

Private Credit Growth (% pa)



Macro Overview

Cabo Verde

 GDP growth expected at average of 3.6% over next 3 years (up from 1.5% in 2015)

 Economic growth prospects are favourable and country has strong institutions
- several new hotel and casino projects expanding tourist capacity significantly

 Private sector still moderately leveraged at ~60% of GDP but NPLs are high at 15.5%
- two major banks control 70% of all banking assets, lending mainly to real estate
- environment reflects banks’ strong risk aversion and few bankable projects
- diversification difficult as only two major bankable sectors (tourism and fishing)
- with few exceptions, decline in FDI has been noticeable in past 3 years

 According to the IMF, Cabo Verde continues to lag in financial market development

S&P

2 Mar 2018

B / Stable

Fitch

6 Mar 2018

B / Stable

Most problematic factors for doing business

Sources: IMF Country Report No. 17/222, Jul 2017
IMF Regional Economic Outlook, Oct 2017; S&P
Competitiveness Index Report (2017-18), World Economic Forum 

Private Sector Credit Growth Non-Performing Loan Trends
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Macro Overview

Côte d‘ Ivoire

 GDP growth estimated by Focus Economics at 6.8% in 2018 and 6.4% in 2019
- as harvests in West Africa have been favourable, in 2017 the annual price of

cocoa fell for the first time in five years; price decline was >40% on prior year

 IMF approved US$ 224.8m in credit programmes and disbursed US$ 134m in 2017
- government is implementing an ambitious job policy, particularly for youths

 In June 2017, Côte d‘ Ivoire issued a 16-year US$-bond, with principal repayments
over 3 years, pls an 8-year €-bond, the latter being a first among frontier markets

 Banking credit to the economy also expanded strongly at ~20% during H1 2017,
however, IMF projects credit growth to the economy will decelerate in 2018-19

Sources: IMF Country Report No. 17/372, Dec 2017
IMF Regional Economic Outlook - SSA Oct 2017
Focus Economics; Economist Intelligence Unit; Fitch; Moody’s

Moody’s

5 Dec 2017

Ba3 / Stable

Fitch

7 Feb 2018

B+ / Stable

Real GDP Growth (% pa) Credit to the Economy Non-Performing Loans



Ghana

 GDP growth estimated by Focus Economics at 6.8% in 2018 and 6.0% in 2019

 Economy has an elevated public debt burden and high NPLs in the banking sector

 As part of the government’s commitment to rebalancing the country’s finances,
multiple public sector reforms have been planned for 2018

 Central bank cut benchmark interest rate by 500 bps from Nov 2016 to Aug 2017,
following the downward trend in core inflation

 Asset quality in the banking sector has continued to deteriorate, growth in credit to
private sector declined and spread between lending and deposit rates increased

- access to affordable credit continues to be a persistent, long-term problem
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Macro Overview

Sources: IMF Country Report No. 17/262, Sep 2017
Focus Economics; Economist Intelligence Unit; Fitch S&P; Moody’s
Competitiveness Index Report (2017-18), World Economic Forum 

Moody’s

16 Feb 2018

B3 / Stable

S&P

6 Oct 2017

B- / Positive

Fitch

15 Sep 2017

B / Stable

Most problematic factors for doing business Non-Performing Loans / Total Loans GDP Growth (% pa)
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Macro Overview

Nigeria

 GDP growth recently picking up, but recovery remains challenging (2.1% in 2018)
- economic activity expanded by 1.4% year-on-year in Q3 2017, the second

consecutive quarter of positive growth after five quarters of recession, driven
by recovering oil production and agriculture

 Moody’s downgrade of 8 Nigerian banks in Nov 2017 primarily driven by weaker
capacity of government to provide support to banks

- moreover, banks' significant holdings of government securities, which generally
exceed 100% of their core capital, links their credit profile to that of government

 Difficulties in accessing financing and high inflation continue to be a problem; in
2017 Nigeria’s largest banks reduced new lending (GTB by 10%; FBN 5%; Zenith 4%)

Sources: IMF Press Release 22 Dec 2017
Economist Intelligence Unit; S&P; Moody’s
Competitiveness Index Report (2017-18), World Economic Forum 

SSA: Contributions to GDP Growth

Moody’s

4 Dec 2017

B2 / Stable

S&P

16 Nov 2017

B / Stable

Most problematic factors for doing business GDP Growth (% pa)
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Macro Overview

Senegal

 GDP growth forecast at 6-7% for 2017-20 on the back of higher capital investments
- non-agricultural growth was 5.6% in H1 2017, mainly driven by tertiary sector

 Economic activity boosted by growing credit to private sector (up 12.4% mid-2017)

 Modification to law on credit bureaus is underway, requiring banks to provide
credit histories of potential borrowers

 Judicial reforms incl. setting up of commercial courts is planned for 2019
- this will facilitate role of collateral in the credit-creating process
- above reforms should greatly improve access to credit for SMEs

 Compact with Africa could also play financing role to promote private sector growth

Sources: IMF Country Report No. 18/8, Jan 2018
Economist Intelligence Unit; S&P; Moody’s
Competitiveness Index Report (2017-18), World Economic Forum

Moody’s

1 Nov 2017

Ba3 / Stable

S&P

15 Dec 2017

B+ / Stable

GDP Growth (% pa)Most problematic factors for doing business Credit to Private Sector (% pa)



11

Macro Overview

Sierra Leone

 Country has shown remarkable resilience in overcoming twin shocks of the iron ore
price / export collapse and the Ebola virus epidemic

 GDP growth estimated to have slowed to 5.6% in 2017, from 6.3% in 2016, mainly
due to reduced activity in non-mining sector; mid-term GDP growth forecast at 7%

 Inflation expected to have fallen to 12% by end-2017, further declining to 9.5% in
2018 and narrowing by about 0.5% each year thereafter

 In June 2017, IMF approved a US$ 224.2m 3-year ECF loan for Sierra Leone

 Establishment of civil registry and financial sector reforms, including the move
toward risk-based supervision, should help increase credit to private sector

Sources: IMF Country Report No. 17/154, Jun 2017
Economist Intelligence Unit
Competitiveness Index Report (2017-18), World Economic Forum

Most problematic factors for doing business Credit to Private Sector (% pa)Real, Non-Iron Ore GDP Growth (% pa)
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Macro Overview

Togo

 Economic activity expanded at a moderate pace of 4.8% in 2017 (2018e: 5.0%)
- exceptionally strong rainfall boosting agriculture and diversified export base

 Private sector credit expanded rapidly in H1 2016 and somewhat stabilised in 2017

 Payment delays by government have disrupted cash flow and liquidity of (private
sector) suppliers and contractors, slowing down economic growth and employment

- at end-2016, central government’s arrears were estimated at 12.3% of GDP

 Ambitious programme of infrastructure capex in roads, airport and deep-sea port
- Togo’s strong transportation sector taking advantage of the east-west coastal

corridor as well as servicing landlocked neighbors to the north

Sources: IMF Country Report No. 17/379, Dec 2017
IMF Regional Economic Outlook - SSA Oct 2017

Real GDP and real GDP per capita (% pa) GDP and Private Credit Forecasts (% pa)Credits from and Deposits to 
Commercial Banks (CFAF bn)
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Loan Market

Persistent Challenges

Sources: “Bankers Without Borders” World Bank, Jan 2018

 In recent years there have been significant
withdrawals from Sub-Saharan Africa by several
European and American lenders; no outside
bank has really come in to replace them

 Regulations such as Basle III and tighter anti-
money laundering rules have caused lenders to
reduce risk, especially in smaller, riskier markets

 Traditional financial service providers have
overly avoided taking risks in financing SMEs
and innovative firms (eg. in ICT sector)

 According to the World Bank, African firms are
typically 19% less likely to have a bank loan

 Smaller enterprises are 30% less likely to obtain
bank loans than large ones and medium-sized
enterprises are 13% less likely

 According to a survey by KPMG/EDC, two-thirds
of banks had rejected over 50% of loan
applications submitted by SMEs

Proportion of working capital financed by banks in 
selected African countries 2015 or most recent year



Loan Market

Lack of Access to Finance

 Approximately 30% of West Africa’s SMEs operate in the formal sector1

 Formal SMEs contribute up to 45% of total employment and up to 33% of GDP in 
emerging economies, yet 50% of formal SMEs do not have access to formal credit2

 World Bank Enterprise Surveys reports when SMEs can access loans, they typically 
face very high interest rates (of >20% pa) and onerous collateral requirements
– collateral required averaging at 50% of the loan value in advanced economies, 

124% in emerging markets and 157% in sub-Saharan Africa3

– an example below from Ethiopia is echoed all across the African continent

1 “Financial Inclusion in Africa” African Development Bank, 2013
2 www.worldbank.org/en/topic/financialsector/brief/smes-finance
3 Era Dabla-Norris et al., Distinguishing constraints on financial inclusion and their impact on GDP, TFP, and inequality, NBER working paper number 20821, January 2015
4 “SME Finance in Ethiopia” HESPI, Feb 2016

Medium Sized-Enterprises Surveyed in Ethiopia (2014)4
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Loan Market

West African Landscape

 More so than Eastern or Southern Africa, West Africa has experienced a contraction
in bank lending during the past 12-18 months:

- fuelled by the challenges faced in transitioning markets from their prior
resource dependence to more diversified economies

- constrained by large NPL portfolios held by the region’s traditional bank lenders

 Where lending is extended, West African borrowers are facing:
- excessive interest rates of > 20% per annum
- short tenors (1-3 years) with amortization starting nearly immediately
- over-collateralization with onerous security demands on owners and directors

 During 2016-17, the Sub-Sahara African loan market halved to approx. US$ 5 billion
in volume, as commercial banks pulled back from lending

- Nigeria fell to <20% of total loan volumes during the year (historically >40%)
- Ghana’s banks more focused on strengthening their own balance sheets in time

for regulatory deadline of end-2018

 Most often, only blue-chip borrowers in West Africa able to access adequate capital
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Loan Market

Silver Lining

 Challenges faced by traditional lenders pose immense opportunity for non
traditional lenders such as Development Finance Institutions and private debt funds

 Positive market sentiment attracting such lenders include:
- strong growth projected in West Africa’s household spending
- increased consumption driven by labour demographics and urbanisation

 Development Finance Institutions can extend 5-7 year loans at just 5-7% per annum

 Private debt funds represent an alternative to bank lending, offering bespoke loan
structures (senior, junior / mezzanine) that fit the specific needs of a borrower

- offer loans at ~14% per annum, with very back-ended amortization after year 2

 West African borrowers demonstrating the below can absolutely access funding:
- significant portion of recurring revenues / long-term client contracts
- some revenues in US$ / € / £ (this is not always necessary, but it helps)
- positive and growing EBITDA upwards of US$ 4 million for the past 3 years
- new funding need of at least US$ 15-20 million, predominately for capex
- strong corporate governance and reputable auditors are a must
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Loan Market

Lender Landscape

 A summary of traditional and non-traditional lenders and loan structures is below:

Lender Type Commercial Banks DFIs / Multilaterals Private Debt funds Family Offices

Loan Structure RCF / Snr Term Loan Senior Term Loan Junior Term Loan Loan Notes

Use of Proceeds No major restriction Capital investments No major restriction Any purpose

Availability ~12 months 12 - 24 months ~ 6 months All drawn on day 1

Drawdown Several tranches during availability period Few tranches In one lump sum

Repayment Amortising from end of availability period Amortising & Bullet (incl. prepay penalties)

Tenor Up to 5 years 5 - 7 years 5 - 7 years Up to 3½ years

Security Share pledge, DSRA, fixed and floating charge over all assets of the borrower group

Due Diligence Info Memo, model + detailed tax, financial and commercial DD Detailed Info Memo

Involvement Hands-on, staying close to operations Board observer none

Covenants Quarterly testing of financial covenants (eg. leverage, debt-equity) none

Interest Rate can be up to 30% ~ 5-7% 12% - 15% incl. PIK* 12% - 15%

Up-front Fees 2% - 3% ~ 1.5% 2% - 3% ~ 4%

Equity Kicker none none Typically warrants none

Timetable 5-6 months 6-9 months 4-5 months 2-3 months
*PIK: Pay-In-Kind interest (accruing to maturity)
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Loan Market

Sources: Debtwire; Thomson Reuters; Bank of Ghana Statistical Bulletin, October 
2016;*2017 Ghana Budget Statement and Economic Policy
Note: EMFC does not disclose pricing of its clients

Pricing

 Pricing comps are not readily
available in the private loan market

 Reports on Ghana indicate lending
interest rates as high as 31% pa for
some (SME) borrowers

 Selected West African loan pricings
for the past 12 months are below:

Ghana Interest and Lending Rates (% pa)

Sector Loan Curr Loan Size (US$m) Leverage Tenor Interest Rate Country

FI - Commercial bank USD 85 1.3x 7 L + 5.75% Nigeria
Industrial - Agri-Processing USD 62 0.7x 3 L + 5.75% Nigeria
FI - Commercial bank USD 25 1.5x 5 L + 6.1% Ghana
Mining - Gold USD 25 1.6x 5 L + 8.0% Ghana
FI - Commercial bank USD 15 1.3x 7 L + 5.0% Nigeria
Industrial - Agri-Processing GHS 16 4.4x 4 29.0% Ghana
Industrial - Aluminium GHS 15 >10x 6 27.5% Ghana
Industrial - Oil products GHS 12 0.5x 3 26.5% Ghana
Conglomerate NGN 300 <3x 7 9.4% Nigeria
FI - Commercial bank NGN 35 3.9x 5 7.0% Nigeria
Industrial - Oil and gas NGN 33 0.5x 7 19.5% Nigeria
Industrial - Cement NGN 30 1.2x 3 8.5% Nigeria
Industrial - Agri-Processing NGN 22 2.5x 7 10.0% Nigeria
Industrial - Agri-Processing NGN 11 0.7x 1 19.5% Nigeria
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30+
COUNTRIES
FUNDED

2

4

6 8

12

10
AVERAGE NO.

MONTHS
SAVED

WEEKS TO
INDICATIVE
TERM SHEETS827 MLAS

MANDATED

30% IN FEES

100% IN PERSONNEL

> 50% IN TIME

OVER 100
COMPANIES
FUNDED WITH DEBT

RAISED SINCE 2013
$3.6bnAVG. FEE

SAVED
PER LOAN$1m

EMFC PARTNERS

DIRECTORS

ANALYSTS

Loan Execution Support for resource-constrained companies
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Services to Borrowers

Loan Execution Support

 EMFC has significant experience in raising debt for African borrowers; we can help
you identify the optimal loan structure and preferred lender(s) prior to any decision

 Issuing a competitive Request For Proposal is the most effective way to identify all
potential loan structures and price ranges that are available to you from lenders

 We are also happy to monitor your loan financing throughout its tenor

1

Due Diligence 
& Bankable

Business Plan

Management 
meetings with

Lender(s)

Request For 
Proposal issued to 

Prospective Lenders 

Negotiate Lender 
Mandate Letter & 
Loan Term Sheet

Negotiate and Agree 
Loan Facility 

Documentation

Lender Due Diligence 
& Credit Approval

3 5 7

2 4

Collection of 
CPs & Loan 
Drawdown

6

Month 1 Month 2 Month 3 Month 4 Month 5

Market Sounding

Month 6



Borrower Due Diligence

 ‘Slow-to-respond’ companies cause deal fatigue and bottle-necks for busy credit
teams; EMFC helps lenders save time by:

- building a detailed financial model to the highest standard
- creating the deal data room according to your specifications
- collecting all due diligence material to expedite your credit process
- delivering a top-quality Information Memorandum, even for the smallest loan

 EMFC is a complementary resource to credit, structuring and syndications teams

About EMFC
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Services to Lenders

1. Deliver detailed DD list to borrower
2. Credit analysis of historic financials
3. Create template and begin 

modelling of financial projections
4. DD on the market, competitive 

landscape and sector prospects

Week 1

5. Site visit at Borrower’s HQ:
• Interview senior management
• Complete DD questionnaire
• Financial modelling sessions 

incl. benchmarking to peers
6. Populate the virtual Data Room

Week 2

10. Page-turn Info Memo and agree 
base case model with Borrower

11. Obtain Borrower’s sign-off on 
model and IM (rep & warranty)

12. Deliver final outputs to the Lender

Week 4Week 3

7. Write ~100-page Info Memo
8. Agree financial model’s sensitivities 

with Lender
9. Deliver detailed financial model for 

Lender’s & Borrower’s feedback



Confidentiality & Disclaimer
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This document was prepared exclusively for the benefit of the person(s) to whom it is presented by EMFC
Loan Syndications LLP, EMFC Loans Limited and/or Structuring & Syndications Ltd, each trading separately
under the common brand name “EMFC.” Ms. Sophie Papasavva is the only person authorised to execute any
agreement on behalf of any EMFC entity. This document is not to be used or intended to be used by, or
distributed or published to, any other party without the prior written consent of EMFC. While every care has
been taken in compiling this document, no representation, warranty or undertaking (expressed or implied)
is given and neither responsibility nor liability is accepted by EMFC, its partners or its employees and agents
as to the accuracy or relevance of the information contained herein. EMFC, its partners or its employees and
agents shall not be held liable for the use and / or reliance upon the opinions, estimates and findings
contained herein that may be changed at any time without notice. Should anything contained herein
contribute to the acquisition of a financial product or investment, the following must be noted: there are
intrinsic risks involved in transacting in any product; no guarantee may be provided for the investment value
in a product; any forecasts based on hypothetical data are not guaranteed and are for illustrative purposes
only; returns may vary as a result of their dependence on the performance of underlying assets and other
variable market factors and past performances are not necessarily indicative of future performances. EMFC
is not regulated by the Financial Conduct Authority. Any transactor that is not an eligible counterparty as
defined in the Financial Conduct Authority Handbook, must note that unless an independent financial needs
analysis has been conducted to assess the appropriateness of any product, investment or structure to its
circumstances, there may be limitations on the appropriateness of any information provided by EMFC and
careful consideration must be given to the implications of entering into any transaction, with or without the
assistance of an investment professional. EMFC does not, and will not accept to, provide regulated activities
in relation to specified investments as defined in the Financial Conduct Authority Handbook; such regulated
activities include arranging deals in investments such as shares and debentures, managing investments,
safeguarding and administering investments, advising on investments.



Paternoster House  •  65 St. Paul’s Churchyard  •  London  •  EC4M 8AB  •  England  •  info@emfc-loans.com

www.emfc-loans.com
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