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Outlook of African

Banking Sector
African Banks Outperform World
Banking Industry

By Ochieng Oloo

Background
The African Banking Sector is booming. The banking sector has
overcome the perennial problem of low penetration levels that
characterized it in the past and has been consistently growing from
strength to strength. Africa’s undisputed rapid economic growth
since the beginning of this century has greatly boosted the sector,
which continues to register impressive results every year, with
profits abounding.

Examples of individual success stories in the African Banking
Sector abound across the continent. The exponential growth of the
Equity Group in Kenya from a small rural based building society in
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the 1990’s, to its current position Africa Economic Outlook 2016 Selected Results

as one of the top five tier I banks in Real GDP Growth 2015

Kenya and a major regional player Eastern Africa 6.3%
with global brand recognition is a Sub-Saharan Africa (excl South Africa) 4.1%
case in point. Africa 3.6%
. . World 3.1%
Africa Economic Outlook _ ’
According the African Economic Euro Zone Countries 1.5%
Outlook 2016, the continent’s Source: African Economic Outlook 2016
economic performance remained
steady in 2015 in spite of global Overview of the African Banking Sector 2015 - Selected Results
turbulence and regional shocks. Assets (US $ Billions) % of Regional GDP No. of Banks
Growth in real GDP is estimated at Northern Africa 5104
3.6%, higher than the global figure ’
0,
of 3.1% and 1.5% for the euro zone. Western Africa 168 31% 211
Africa retained its position as the Eastern Africa 62 31% 200
world’s second fastest growing Central Africa 20 19% 69
economy after East Asia. Southern Africa 459 79% 176
In 2015, the Sub-Saharan Africa 1,280 781

(excluding South Africa) economy

grew at the rate of 4.1% which is .
higher than the continental rate. Africa’s Top 100 Banks 2016 Selected Results

The Eastern Africa economy led _ Aggregate Total Year on Year Growth m

with a growth rate of 6.3%. Growth Assets $1.3tn 5.30% 2.20%
in Northern, Western and Central PBT $27bn 10.32%
Africa was above 3%, while Southern
Africa registered a growth rate of
2.2%.

The African Economy is
expected to grow at a modest 3.7% in Global Banking Industry - Return on Capital by Region (2015)
2017, depending on the strength of Africa 28.03
the global economy and a recovery

Capital 28.03%
Source: www.thebankerdatabase.com

Asia - Pacific 16.05
in commodity prices.

Northern Africa leads the Central and Eastern Europe 513
African Banking Sector with 45% Western Europe 761
of the assets held, followed by Middle East 1418
Southern Africa with 36%, Western North America 16.03
Africa with 13%, Eastern Africa with Central America, South America and Caribbean 22.41
5% and finally Central Africa holding Source: www.thebankerdatabase.com
1% of the total assets held by the
sector.

“African Banks Outperform

World Banking Industry”
The 2016 rankings of African
banks all point at a continent on
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the rise. Africa’s top 100 banks have
recorded very impressive results

by all measure. Taken aggregately,
total assets have topped S1.3trillion
with a year on year growth rate of
5.3%. Return on assets was 2.2%

for the top 100 banks while year on
year growth in PBT stood at a very
healthy 10.32%. Total PBT for the
top 100 reached S$27bn and return
capital was a staggering 28.03%, up

from the 25% in the 2015 results.

Return on Capital

The African Banking Industry
registered the highest returns for
investors, recording an impressive
28.03% return on capital in 2015,
followed by the Central America,
South America and Caribbean region
at 22.4% and the Asia — Pacific
region which recorded returns of
16.05%.

Capital Growth

Union National Bank of Egypt
recorded the highest capital growth
in 2015 with a very impressive
80.44% but Nigerian Banks
dominated the African Banking
Industry with four of their banks
featuring in the top 10 list.

Asset Growth

Egyptian and Nigerian banks
dominated the industry in 2015 in
terms of asset growth, with five and
three of their institutions featuring
in the top ten respectively. Kenyan
banks take up the remaining two
slots.

PBT Growth
Union Bank of Nigeria recorded
the highest PBT growth in 2015

African Banking Sector - Top 10 Banks by Capital Growth (2015)

[Rank [Bank | Country| % Change | Capital T

1 Union National Bank of Egypt Egypt 80.44

2 State Bank of Mauritius Mauritius 54.63 720
3 Diamond Bank Nigeria 51.28 1191
4 Ecobank Transnational Togo 4773 3,090
5 Barclays Bank of Botswana Botswana 38.80 149
6 Union National Bank of Nigeria Nigeria 37.39 406
7 Diamond Trust Bank of Kenya Kenya 31.79 334
8 Citibank Nigeria Nigeria 31.55 302
9 Afreximbank Egypt 30.07 919
10 Sterling Bank Nigeria Nigeria 29.68 448

Source: www.thebankerdatabase.com

African Banking Sector - Top 10 Banks by Asset Growth (2015)

[Rank |Bank | Country | % Change | Assets ($million

1 Union National Bank of Egypt Egypt 37.60 1,339
2 NBK Egypt Egypt 32.02 3,878
3 Commercial Bank of Africa Kenya 28.99 2,182
4 Afreximbank Egypt 25.12 5,453
5 QNB Alahli Bank Egypt 23.65 14,471
6 Diamond Bank Nigeria 23.64 11,541
7 Skye Bank Nigeria 23.64 8,484
8 First Bank of Nigeria Nigeria 23.63 24,666
9 CIB Egypt Egypt 2294 20,142
10 Diamond Trust Bank Kenya Kenya 21.15 2,337

Source: www.thebankerdatabase.com

African Banking Sector - Top 10 Banks by PBT Growth (2015)

Rank_[Bank | Country| %Change ST

1 Union Bank of Nigeria Nigeria 614.18

2 Ecobank Nigeria Nigeria 164.37 171
3 Ecobank Transnational Togo 132.79 517
4 HSBC Bank Egypt Egypt 75.84 353
5 Barclays Bank Mauritius Mauritius 72.20 32
6 Bank Extrerieure dAlgerie Algeria 71.98 460
7 Bank of Khartoum Sudan 67.52 47
8 Fidelity Bank Nigeria 66.95 93
9 Stanbic IBTC Holdings Nigeria 58.13 239
10 Union Bank of Egypt Egypt 57.09 18

Source: www.thebankerdatabase.com
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with a very impressive 614.18% and
established their domination of the
industry with Ecobank Nigeria and
Ecobank Transnational taking up the
second and third spots in the top ten.

Looking to the Future of the
African Banking Sector

Domestic banks will dominate their
geographical areas

The African Banking Sector has
seen major changes over the past
decade. Major local players have
emerged, in most cases pushing out
and replacing the large international
multi-national banks that previously
dominated the landscape. The
major domestic players have simply
outperformed the international banks,
making major inroads in terms of
market share and profitability. The
trend is to be expected, as it in line
with what has already taken place in
developed economies such as the US,
UK, Germany, France, China & Brazil
where the largest local banks are
domestic.

Globaly, banks are under
pressure to boost capital ratios and
increase liquidity. This, together with
more stringent domestic banking
regulations, has seen the exit of
many international banks which have
responded by cutting trade and credit
lines to Africa and some cases stopped
their expansion plans or simply exited
the scene by selling off their African
operations. The recent exit of Barclays
Bank Plc from Africa is a case in point.

Banks will expand regionally

The rapid growth of national
or domestic banks has seen them
eye neighbouring territories in their
expansion plans, in most cases rushing
in to fill the gap left by the exiting

Southern Africa
36%

Central Africa
1%

Eastern Africa
5%

Total Banking Assets Distribution by Region

Western Africa
13%

international banks that previously
dominated the banking industry in the
less developed economies.

Kenyan banks have expanded into
the neighbouring countries and have
to the most part come to dominate
Eastern Africa banking sector with
operations in Uganda, Tanzania,
Rwanda and South Sudan. The KCB
Group, Equity Group and DTB Group
are case examples of local or national
banks that have expanded their
operations and become regional banks.

Nigerian banks which have up
to recent times concentrated their
operations in Western Africa, becoming
the dominant players in the process
have since the beginning of the decade
turned their eyes south, expanding
their operations to Sub-Saharan Africa.
They have made their presence felt in
Eastern Africa, with Ecobank Kenya
being the most visible.

This expansionist trend will
continue for the foreseeable future,
with the North African banks
beginning to eye Sub-Saharan Africa
as well. The African Banking Sector
will be characterized by local “home
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grown” banks that have expanded their
operations across the continent.

Banks will become leaner but larger
African banks are under pressure
from domestic regulators to increase
their capital ratios and improve on
efficiency and profitability. Banks are
being encouraged make their services
more accessible to the populace
and at the same time become more
inclusive and provide the much needed
financing for large scale infrastructural
and developmental projects being
undertaken by their nations.
Going by what has transpired
in other more developed markets,
the African Banking Sector will in
the future be more inclusive, with
mobile banking playing a pivotal role
in providing banking services to the
majority at a much lower cost than is
currently the case. The banking sector
will be characterized by a small number
of large domestic and regional players
and in the process many smaller banks
will cease to exist through mergers and
acquisitions.



Banks will embrace technology

Internet and mobile banking
have completely transformed
the face of the banking industry
worldwide and will drive all
future growth in the developing
economies. In Africa, mobile
banking is playing a very crucial
role in providing services to the
previously unbanked and raising
penetration levels that could not
have been achieved by the more
traditional banking models.

In Kenya, the Mpesa product
which works with the support
of the banking industry started
relatively simply as a payment
service but with time has evolved
into a fully-fledged micro banking
model that provides its subscribers
with money transfer services
through the Mpesa platform and
access to credit and saving facilities
through the Mshwari platform.
There are currently close to 20
million subscribers to this product
in Kenya alone, proving the endless
possibilities of mobile banking in
increasing penetration levels on the
continent. Wari, a rapidly growing
mobile transaction company based
in Senegal is providing a similar
service in West Africa.

Banks will be forced to innovate

As in any industry, innovation
will be a key to future growth for
the African Banking Industry. The
Agency Banking Model is a perfect
example of an innovation within the
African Banking Industry that has
transformed the face of banking on
the continent. This model allows
banks to expand their operations
at a fraction of the cost of opening
new branches. Automated Banking
is another innovation that has

changed the way that people do their
banking, with ATM machines that offer
cash withdrawals and deposits reducing
the need for physical visits to the
bank. These two innovations have been
beneficial to both the banks and their
customers, reducing operational costs
for the banks while making banking
more convenient for the customer.

To survive and compete effectively
in a fast changing world, African Banks
will have to continuously innovate.

In Conclusion

The state of the African Banking
Sector is both a symptom of the
continent’s economic health, as well
as its foundation. Evaluating the sector
can give an indication of the state of
the economy and a failing banking
sector can bring down the entire
economy with it, as was the case during
the banking crisis of 2008.

A vibrant banking sector is an
indication of economic health, which
is what all of the economic indicators
are currently pointing to. As we meet
here today, a “Private Equity in Africa”
summit is taking place in London,
where international fund managers
and investments banks are meeting
to discuss how to take advantage of
the estimated S 9 billion dollars that
has been raised in private equity over
the last two years for investment in
the across the continent. Despite
what the “naysayers” would like us to
believe, Africa is rising. It is the next
destination for global investment and
the African Banking Sector needs to
position itself to not only take full
advantage of the expected capital
inflows, but help transform our great
and beautiful continent and help us
attain our rightful place in the global
economy.
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