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RETHINKING THE ROLE OF BANKS

AND OF NATIONAL AND SUB-REGIONAL

DEVELOPMENT FINANCE INSTITUTIONS

IN AFRICA
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PART 1: ERDAY

PART 2: ODAY

PART 3: TOMORROW
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Two separate Worlds

5 Short term VS. Medrum/Long term lending
Loans extended to projects vs. to debtors

Culture shock: who wins ?

DefinitionS of a “bank”
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« loans make deposits »
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VAl DE\/EL OPMENT « BANK »
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The Cr|S|s

ll\/lacroeconomlc |mbalances

| IFInancial Sectors matter
gBanks must be regulated

/DB must mobilize deposits
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Simamen® | Banking Regulations
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=lZone Franc Countries

=ISub-Saharan Non Zone-Franc
Countries

=IMorocco & Tunisia
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Terminology’!. ..

Reference: Banking Law

“Developwk”

“Development Finance Institution”

“Bank”

“Financial Company”
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Zone Fran€ {. .

“Development Banks”“had to be tfansformed INto
banks -or disappear

In fact, two cateqgories of banks:

— Commercially oriented

— Development oriented (BGD, BNDA, BRS)

Sub-Regional DBs left: BOAD, BDEAC

Development of two Regional Financial Markets
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Sub- Saharan Non ZF

gl Instltutlons (— non- banks) Ieft to operate
unregulated in many countries

Non-bank “Development Corporations” play
an important role in Southern Africa

Vibrant Financial markets

The case of DFCU (Uganda)

=l The case of South Afrlca
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Morocca & Ténisiay

I\/Iorocg'c-);:m'l"{hreeﬂ DBs: (1) Was tféhsfdrmed INto
a bank (i) was absorbed (lii) Is In the process
of being absorbed

| ) Tunisia: DBs (i) disappeared or (ii) were
absorbed by commercial banks or (iii) were
transformed into banks

Both countries: vibrant Financial markets

Both countries: Financial Services companies
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Financing Needs

Housing, Renewable Energy, Rural banking,
cottage enterprises, etc.,...

Domains where there are:

— Specific Risks (short term and long term)

— High break-even point for any investment

“Market Failures”
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Financing Dévelopment

Not an issue of “long term” vs. “short term”

Not an issue of “they want to finance” vs.
“they do not want to finance”

Markets will not solve all problems

From a financial point of view: specific risks
that demand specific mixes of tailor-made
responses (if any)
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Adopt a Hel isti cPer spective

We need 3 (not 2) categories of financings in
Africa

1. Bank Financings
2. Market Financings

3. Specific Financings for Development

We have 3 (not 1) delivery channels

1. Banks (commercial and development-focused)
2. Non Banks (DFIs)
3. Markets
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Develop DellveryCharl nel #1 (Banks)

g/Banks can finance development

=/Help banks lengthen maturities (A/L
management) and underwrite LMT risks

JRevisit Banking Laws and Regulations

=IDisseminate Best Practices of African
development-oriented banks
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Develop DellveryChaQ nel #2 (DFIs)

Give DFls the legitimacy they deserve

Establish standard DFI regulations and
mission statements

Establish DFI Monitoring Agencies

Disseminate Best Practices on DFI
management
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Organise NatlonaIFfD_Co ordinations

Orgahize National FfD Rdund ables

=lGet all Financial Sector actors agree on
a FfD Charter

=|Establish National FfD Action Plans

slEstablish Sub-Regional FfD Action Plans
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