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FOREWORD
Ghana’s financial sector has been undergoing extensive restructuring and transformation during the
last two decades as an integral part of a comprehensive growth agenda. A more diversified financial sector
began to emerge under the first generation Financial Sector Adjustment Programs (FINSAP I and II) of the
1980s. The reforms focused on the restructuring of distressed banks, improving the regulatory and supervisory
framework, and promoting non-bank financial institutions. These reforms consequently resulted in the
transformation of a financial sector regime characterised by official controls to a market-based regime. The
period also witnessed the commencement of the development of an organised capital market with the
establishment of the Ghana Stock Exchange in 1990 and an increase in the number of non-bank financial
institutions among others.
In spite of the positive results of these reforms, there still remained the need to broaden and deepen
the financial system. Government, as part of its continued commitment to develop the sector, commenced the
implementation of a five year Financial Sector Strategic Plan (FINSSP 1) in 2003. The broad objective of FINSSP
I was to support the Government to perform its role as a facilitator of economic development through the
financial sector reform programs. This was aimed at strengthening the governance and competitiveness of the
financial sector to strongly perform its intermediation role to support the real sector growth. The specific
weaknesses which were targeted for reform under FINSSP I included high interest rates, poor access to
finance by small and medium scale enterprises (SMEs) and inadequate financial innovation. FINSSP I outlined
clear policy measures to promote efficient savings mobilization, ensure a stronger and more facilitative
regulatory regime and enhance the competitiveness of Ghana’s financial institutions within a regional and global
setting, among others. It is estimated that about 80 per cent of these recommendations had been implemented
by 2008.
Even though substantive successes have been accomplished under FINSSP I, there still persist
considerable challenges. To consolidate the gains from FINSSP I and address outstanding and emerging new
challenges including regulatory issues arising from the recent global financial crisis, the Government has
prepared a second phase of the FINSSP for implementation starting 2012 which recently received Cabinet
approval.
Financial Sector Strategic Plan II (FINSSP II) will serve as the blueprint for Ghana’s financial sector
development and will be implemented over a five-year period 2012 – 2016. I urge all implementing agencies
and industry players to support the implementation of these policy recommendations to achieve the vision of a
financial sector that is stable and efficient in the mobilization and allocation of funds, fully integrated with the
global financial system and supported by a regulatory and supervisory system that promotes a high degree of
confidence.

Hon. Dr Kwabena Duffuor
Minister
Ministry of Finance and Economic Planning
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EXECUTIVE SUMMARY
ES 1.0 BACKGROUND
Ghana’s financial sector has undergone extensive reforms over the last two decades. As part of the
Financial Sector Adjustment Programs (FINSAP I and II) implemented from the late 1980s through the mid1990s, Ghana’s financial sector, then dominated by state-owned banks and the allocation and pricing of credit
by government, was gradually liberalized. FINSAP I and II focused on restructuring of financially-distressed
banks, improving the regulatory and supervisory framework, and promoting Non-Bank Financial Institutions
(NBFIs). Results associated with the FINSAPs include the privatization of the banking sector and increased
competition resulting from the licensing of several new banks. A more diversified financial sector began to
emerge with the establishment of non-bank financial institutions such as leasing companies, mortgage finance
companies, finance houses and savings and loans companies. A more organized capital market also began to
develop with the establishment of the Ghana Stock Exchange (GSE) in 1990 with associated institutions such as
investment dealers, investment advisors and collective investment schemes.
In spite of these positive results, by the end of FINSAP I and II, it was generally felt that a lot more
remained to be done to deepen and broaden the financial sector. Identified problems included high and
uncertain interest rates, poor access to credit by Small and Medium Scale Enterprises (SMEs), lack of a longterm debt market, limited secondary market for debt and equity instruments, inadequate financial innovation,
regulatory inefficiencies, outdated laws such as the company and bankruptcy laws, and the inefficiency of
registries of documents supporting financial intermediation.
In the early 2000s, the Government developed the Financial Sector Strategic Plan (FINSSP) to address
these weaknesses in the financial sector. FINSSP, now called FINSSP I, was adopted in 2003 for
implementation through 2008. It contained 98 recommendations for reforming and strengthening the financial
sector. As at the end of 2008, an estimated 80% of the recommendations of FINSSP I had been implemented.
An impact assessment of FINSSP I conducted by PriceWaterhouseCoopers (PWC) showed positive results.
This document is Ghana’s Financial Sector Strategic Plan II (FINSSP II) to serve as the blueprint for
Ghana’s financial sector development to be implemented over a five-year period 2012 – 2016. The document
has been finalized after extensive consultation with the regulatory agencies, financial institutions and other
public and private sector stakeholders.

ES 2.0 THE FINANCIAL SECTOR IN GHANA
Since the extensive reforms of the financial sector, the sector has seen rapid development in terms of
growth in the number and variety of financial institutions. The following main actors were in place in the
Ghanaian financial sector as at December 31, 2010:
·
·
·
·
·
·

Capital Market : A stock exchange with 35 listed companies, stock brokerage companies,
investment advisors, collective investment schemes
Banks (26)
Rural and Community Banks (135)
Insurance Companies: Life insurance companies (17) , Non-life insurance companies (23),
Reinsurance companies (2)
Pension Funds and Provident Funds
Non-bank financial institutions: Finance Houses (22), Leasing and Leasing & Finance Companies
(4), Venture Capital Funds (5), Export Development and Investment Funds (1), Mortgage Finance
Companies (1), Savings and Loan Companies (19), Credit Unions(500 approximately)

x

·

Microfinance Institutions: Financial NGOs (40), Susu Companies (300) and registered Individual
Susu Collectors (1,500)

The Banking Industry
The main financial institutions in the economy are the banks. They are the main mobilizers of funds,
providers of risk management services and financiers of medium- and large-scale enterprises and government.
It is through them that finance makes its major contribution to sustained economic growth, development and
stability in the country. The banking industry is regulated by the Central Bank (i.e. the Bank of Ghana).
Banks also play an important role in ensuring an efficient and effective payment system and transaction
processing. While playing the foregoing role, the banking industry is also the medium through which monetary
policy is implemented by the Central Bank. The effectiveness and efficiency with which the Central Bank is able
to implement monetary policy depends on the character of the banking industry. In this respect, the banking
system in Ghana has been less than effective in the transmission of monetary policy as reflected in muted
response of banks to changes in the policy rate of the Bank of Ghana, especially when it involves a lowering of
lending rates.
Ghana’s banking industry is dominated by universal banks whose share of the total banking assets is
90%. The industry has seen rapid growth over the years. Features of this rapid growth include the following:
·
·
·

The number of banks has increased from 16 to 26 in the last decade alone (2000-2010);
Total shareholders capital for the industry has almost tripled in the last four years (2007 – 2010)
The banking industry is profitable and the return on equity is high.

Rural and Community Banks
In addition to the main banks, as at the end of 2010, 135 Rural and Community Banks (RCBs) also
existed in the country. Some of them have existed since the 1970s. Their agencies number about 560 and are
spread across the country. RCBs account for roughly 4 percent of the total assets of the Ghanaian banking
sector. RCBs are a positive intervention in providing the needed banking services in the rural areas. They
complement the services of the main banks. The majority of them are small. RCBs are generally owned by
members of the community in which they operate and cannot have clients beyond a certain catchment area.
To ensure that no single individual controls RCBs, individual ownership is limited to 30 percent of paid up
capital.
The Securities Industry
While banks only provide loans (i.e. debt capital) to firms for investment, the securities industry
enables firms to acquire equity and debt capital to finance their operations. In so doing, the securities industry
helps businesses to achieve appropriate mix of debt and equity capital. The Ghana Stock Exchange has been
operating since 1990 and as at December 2010 had 35 listed companies with total market capitalization of
GH¢20.2 billion.
The Insurance Industry
The insurance industry is another growing sub-sector of the Ghanaian financial sector. As at the end
of 2010, the industry was made up of 23 Non-Life insurance companies, 17 Life insurance companies and 2
Reinsurance companies. The bulk of the business is in non-life insurance. The insurance industry in Ghana is
regulated by the National Insurance Commission (NIC).
The Pension Industry
The Social Security and National Insurance Trust (SSNIT) is the state pension scheme in Ghana.
Besides SSNIT, a few private pension schemes sponsored by employers exist. The current pension law
provides for a three-tier system as follows:
1.
2.
3.

Tier 1: Mandatory defined benefit public social security scheme administered by SSNIT
Tier 2: Mandatory defined contribution and privately-managed occupational pension scheme
Tier 3: Voluntary occupational and personal private pension scheme.

The informal sector falls under Tier 3. The pension industry in Ghana is regulated by the National
Pensions Regulatory Authority (NPRA).
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Non-Banking Financial Institutions
Non-Bank Financial Institutions (NBFIs) have increased the breath and diversity of Ghana’s financial
sector in recent times. NBFIs include finance houses, mortgage finance companies, leasing and hire purchase
companies, venture capital and private equity funds and credit unions. Some state-sponsored development
finance companies such as Eximguaranty Company, Export Finance Company, Export Development and
Investment Funds and Venture Capital Trust Fund are also NBFIs. NBFIs in Ghana generally serve the informal
sector, which constitutes about 80% of the Ghanaian economy. Total assets of the NBFIs in the country at the
end of 2010 amounted to 5.6% of the total assets of banking and non-bank financial institutions.
Technically, NBFIs include savings and Loan companies. However, they are regulated as banking
intuitions by the central bank. They are licensed to accept deposits and make loans but with lower capital
requirements and are restricted to domestic financial transactions only. The savings and loan companies
normally cater to the lower end of the market including the informal sector. At the end of 2010, there were
19 Savings and Loan companies.
Micro-Finance Institutions
Microfinance institutions (MFIs) are institutions whose core business is the delivery of microfinance
services. In Ghana many of the NBFIs mentioned above are MFIs. They comprise: 1) Susu Collectors and
Companies, 2) Financial NGOs, 3) Micro-insurance companies, 4) Micro-leasing Companies, and 5) Microfinance units of the main stream banks. Savings and Loans Companies, Rural and Community Banks, and Credit
Unions are also active providers of microfinance services.
MFIs provide services to the informal, semi-formal and formal sectors of the economy, using
approaches different from those of the mainstream finance institutions. Their services are targeted to very
small (micro) enterprises and poor households who live and work in the neighbourhoods in which they
operate.
Although in 2010, about 1,500 Susu collectors were registered with the BOG and the Ghana
Cooperatives Susu Collectors Association (GCSCA), it was estimated that even in 2007, there were more than
4000 Susu collectors in Ghana mobilizing savings of about GH¢230 million at any point in time. Services range
from individual freelance Susu collectors serving a handful of clients to large agencies that serve close to
10,000 clients. In recent years many Susu companies that provide Susu services have been established. The
Susu companies have been intermediating as small savings and loan companies.
Susu members have a networking and self-monitoring body called the Ghana Cooperative Susu
Collectors Association (GCSCA). The GCSCA was established in 1994 and comprised individual freelance Susu
collectors, until 2006, when registered enterprises and companies were admitted into membership.

KEY CHALLENGES
The Banking Industry
Two of the major factors that have hampered Ghana’s aspirations for faster economic development
during the past three decades are: 1) the banking system and 2) the savings culture. The Ghanaian banking
industry is concentrated. However, the degree of concentration has been declining over the years. Based on
the high percent of assets owned by the few largest banks even now, it has been suggested that the Ghanaian
banking industry is oligopolistic, implying the ability of banks in the country to set high interest rates.
The weaknesses of the banking industry in Ghana include:
·
·
·
·
·

Low banking depth
Low ratio of private sector credit to GDP
Low access to banking, especially by SMEs and the informal sector
High lending rates
Negative real deposit rates.

Challenges and specific issues of concern include:
·

Bringing down the high lending rates: The spread between borrowing and lending rates in Ghana
has remained very wide for a long time. This wide spread between borrowing and lending rates
is one of the key factors that have hampered Ghana’s aspirations for faster economic
development. Reforms in Ghana’s financial sector have not led to significant restructuring, thus
leaving the sector incapable of leading private sector development.
xii

·
·
·
·
·

Increasing access to banking, especially by SMEs and the informal sector
Achieving growth of the banking industry and economy by improving the banking system’s ability
to intermediate funds. This includes building the information infrastructure (credit bureaux,
address system, identification cards) and addressing the negative real deposit interest rates
Building regulatory capacity
Reducing financial illiteracy among the general public
Enhancing cross-country regulation of banks.

Rural and Community Banks
Constraints to the growth of RCBs include lack of information and communication technology
infrastructure, inadequate internal controls, and lack of capacity by the ARB Apex Bank to supervise RCBs.
Issues confronting RCBs include lack of business activity in some of the rural areas which impedes the
mobilization of funds and lending. As a result, some RCBs are not profitable and therefore not sustainable.
Calls for mergers as a way to attain sustainability have been made.
Poverty and lack of education are also problems associated with the rural areas and these inhibit the
deepening of financial intermediation. Members of rural bank Boards of Directors are mainly appointed at the
local level (with the local chief being the most eligible candidate). They therefore do not necessarily possess
the skills and competences required for these roles. This presents a serious governance issue.
The Securities Industry
The key challenges of the securities industry are:
·
·
·
·
·

Weak regulatory capacity. The SEC needs more accountants, lawyers, economists, finance
experts, etc. Poor remuneration has made the SEC an unattractive destination for these
professionals.
Persistent underfunding of the SEC
Inadequate training and capacity development
Outdated securities industry law
Undercapitalized market operators

The capital of many market operators is small. Higher capital will enable them carry out more market
activities such as firm commitment underwriting and to act as market makers.
The investment management industry in Ghana is relatively new. Investment management funds in
Ghana consist of funds managed by SSNIT, provident and endowment funds, collective investment schemes
such as unit trusts, mutual funds and privately managed funds including funds managed under Tier 2 and Tier 3
of the recently promulgated pension law. The SEC licenses and regulates the fund management industry.
Currently, the GSE is not integrated with any other market. Discussions among the three ECOWAS
exchanges (Ghana, Nigeria and the BRVM) about integrating the exchanges are converging to a single market
whereby brokers on the various exchanges who meet additional requirements can trade on all three
ECOWAS exchanges.
The Bond Market
Worldwide, the bond market is an important segment of the capital market which provides
borrowers with long-term capital. To the investor, bonds provide a relatively more secured investment
compared to equity. Yet in Ghana, there is currently only one publicly traded corporate bond listed on the
GSE. A number of Government 3-year and 5-year bonds are outstanding, and government continues to issue
the same periodically. All government bonds are publicly traded, but in all cases hardly any secondary trading
takes place.
The immediate concerns for the bond market are: i) promoting issue of corporate bonds, and ii)
increasing secondary trading in both corporate and government bonds.
The Money Market
The money market involves debt instruments with maturity of one year or less. Money market
instruments in Ghana include: the interbank market, Treasury Bills, repurchase agreements, commercial paper
and bankers acceptances. Although the interbank and Treasury Bill markets are active, there is virtually no
activity in private sector money market instruments such as commercial paper. Developing and broadening the
money market can help lay the groundwork for subsequent issues of medium- and long-term debt instruments.
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Insurance Industry
Insurance market penetration in Ghana is low. Identified challenges include:
·
·
·
·

Increasing the capacity of insurers to do more of all classes of business.
Enhancing relationships with customers
Moving towards risk-based supervision
Enhancing the solvency of insurers (capital adequacy, liabilities relative to assets and capital,
investment income, etc)

The Pension Industry
The potential impact of the new pensions regime on Ghana’s financial sector is huge. The challenges include
funding needs of the nascent NPRA and restructuring SSNIT to make it more efficient and self-sustaining.
Payment and Settlement System
The Ghana Interbank Payments and Settlement System (GhIPSS) includes: 1) The National Switch (the
Common Platform), 2) Biometric Smart Card, 3) Cheque Clearing, 4) Codeline Cheque Truncation, 5) Real
Time Gross Settlement System (RTGS), and, 6) Automated Clearing House (ACH). The system provides
Ghana with an efficient, robust and modern payment system infrastructure.
The GhIPSS has the potential to significantly reduce the usage of cash for business transactions and
extend services to the unbanked and underbanked segments of the population.
The key challenges are:
·
·

Expanding use of e-Zwich
Educating the public.

Development Financing
Development finance involves government sponsored institutional arrangements for providing debt
and equity financing to critical sectors of the economy. There are no pure development finance companies
operating in Ghana presently. Banks that started as purely development finance companies currently operating
in Ghana are the Agricultural Development Bank and the National Investment Bank. However, they have all
been licensed as universal banks and operate as such.
As mentioned earlier, there are a number of non-bank development finance institutions such as
Eximguaranty Company, Export Finance Company, Export Development and Investment Fund and Venture
Capital Trust Fund. However, government has not articulated a clear vision for these institutions and funding is
erratic. In addition, there are critical sectors such as housing and agriculture that are unable to access
appropriate financing from the banking system and therefore require some development finance solutions.
Credit Unions
Credit Unions in Ghana are currently regulated by the Co-operative Societies Decree 1968. This law
governs 17 co-operative bodies of which the credit unions are only one. The main challenge is the lack of laws
specific to credit unions.
Leasing Companies
Financial institutions in Ghana dedicated to leasing started with the Ghana Leasing Co. Ltd in 1991.
Before then, there was no independent financial institution focusing solely on leasing. Leasing that has
developed in some African countries, including Ghana, often were jump-started with assistance from the
International Finance Corporation (IFC) and other donors. Ghana has four independent leasing companies and
many of the universal banks also have leasing units. The challenges facing the industry include:
·
·

High cost of funds
Unavailability of medium- to long-term funds.

Venture Capital and Private Equity Funds
Ghana’s nascent venture capital and private equity funds industry is operated by a few funds. The
private equity funds in Ghana are owned by local or foreign institutional and individual investors. Generally
speaking, local investors do not find investment in venture capital and equity funds attractive because of their
short investment horizon and liquidity needs. As a result, Venture Capital and Equity Funds are mostly set up

xiv

by international development finance institutions such as IFC and Netherlands Development Finance Company
(FMO). Commercially-minded foreign investors with large funds have not been attracted into the Ghana
venture capital and equity funds market yet.
To promote a vibrant venture capital industry that provides equity and quasi-equity funding to SMEs,
the Government in 2004 set up the Venture Capital Trust Fund (VCTF). The Government’s vision in setting up
the VCTF was to promote a venture capital industry by providing matching funds to private sector venture
companies and generous tax incentives. The VCTF has been successful in jump starting five new venture capital
finance companies in Ghana.
The major challenge is that the initial source of funds earmarked for the VCTF (i.e. 25% of the
National Reconstruction Levy for two years) no longer exists and the VCTF has used up its initial endowment.
There is a need for government to review the mandate the VCTF and take a firm decision on its future course.
Micro-Finance Institutions
Challenges of microfinance institutions include:
·
·
·
·

Pervasively weak institutional capacities
Weak ownership and governance
Financial sustainability
Plethora of government programs that are subsidized.

Susu Collectors and Companies
The main challenge faced by the Susu collectors and Susu companies is the lack of a regulatory
framework for the subsector and poor investor protection.
Financial Non-Governmental Organizations (FNGOs)
Financial Non-Governmental Organisations (FNGOs) are micro finance providers that provide micro
credit to the very small entrepreneurs on a non-profit basis. Apart from credit, FNGOs provide economic
services such as development of income generating activities, and social support services (such as gender-based
and faith-based services) to their clients. FNGOs play an important role in financial intermediation among
those unable to meet the requirements of the formal banks in accessing financial services. Their services are
tailor-made to fit the business needs of clients and prospective clients.
The challenges facing FNGOs include:
·
·

Complying with stringent legal and regulatory requirements
Balancing between their social mission of outreach to the poor and the need to achieve financial
stability.

Money Lenders Association
Money lenders are found all over Ghana. Some of them are members of the Ghana Money Lenders
Association. Money lenders come under the Borrowers and Lenders Act, 2008 (Act 773). Although there is a
Money Lenders Association, the subsector lacks a clear regulatory framework and supervision.
Anti-Money Laundering and Counter Terrorism Financing
The Financial Intelligence Centre (FIC) is a corporate body established by the provisions in the AntiMoney Laundering Act, 2008 (Act 749). The objects of the centre include assisting in the identification of
proceeds of unlawful activity and the combat of money laundering activities. Countering terrorism financing is
another activity under the FIC.
The accountable institutions that the Act provides for includes banks, non-bank financial institutions,
insurance companies, securities and brokerage firms, car dealers, dealers in precious metals and precious
stones and Real estate developers.
The challenges are:
·
·

Finalization of the National strategy for Countering of Money Laundering and Financing of
Terrorism.
Budgetary allocation for the setting up of FIC, including adequate office accommodation, public
education, computer hardware and software, appropriate staffing and logistics.

xv

ES 3.0 VISION FOR THE FINANCIAL SECTOR
The FINSSP II vision for the Ghanaian financial sector does not change much from the vision
expressed in FINSSP I in broad terms. In FINSSP II however, the objectives are to consolidate, deepen and
expand the gains made in implementing FINSSP I.

The Vision
The vision of FINSSP II is:
A financial sector that is stable and efficient in the mobilization and allocation of funds, fully integrated with
the global financial system and supported by a regulatory and supervisory system that promotes a high degree of
confidence.
FINSSP II is designed to translate this vision into reality.
Objectives and Strategic Initiatives
To realize the above vision, the six key objectives that were identified in FINSSP I remain valid under
FINSSP II and will be pursued. To achieve each objective, a number of strategic initiatives that have been
designed to facilitate achievement of the objective are indicated.
The key objectives of FINSSP II and the strategic initiatives are the following:
1. Objective 1: To be the preferred source of finance for domestic companies
Strategic Initiatives:
1.1.
1.2.
1.3.
1.4.

Enhancing the efficiency of the fund-raising process
Facilitating the environment for the development of venture capital and private equity industry
Developing a bond market with a strong corporate bond component
Developing the mortgage finance market to ensure that Ghana achieves a higher rate of home
ownership
1.5. Supporting improved secondary market liquidity
1.6. Facilitating the environment for development financing to support SMEs in critical sectors particularly
agriculture and agribusiness.
2. Objective 2: To promote efficient savings mobilization
Strategic initiatives:
2.1
2.2
2.3

Enhancing vehicles to mobilize informal sector savings.
Providing a framework for insurance and pensions industries to mobilize and invest long-term funds
Promoting sound corporate governance to boost investor confidence

3. Objective 3: To enhance the competitiveness of Ghana’s financial institutions within a
regional and global setting
Strategic initiatives:
3.1
3.2
3.3
3.4

Establishing standards of practice within the financial sector that are internationally accepted.
Reducing dependence on donor flows in favour of a market-based sovereign access to offshore
financing.
Pursuing possibilities for creating an International Financial Services Centre in Ghana
Restructuring the Ghana Stock Exchange to be regionally competitive and operated with a
commercial orientation.

4. Objective 4: To ensure a stronger and more facilitative regulatory regime
Strategic Initiatives
4.1. Developing structures for a stronger enforcement of regulations
4.2. Establishing regulatory parity between financial institutions conducting similar market activities
4.3. Fostering constructive competition through a carefully managed deregulation of services and
products
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4.4. Assisting regulatory agencies to establish structures that promote financial innovation
4.5. Assisting in mediation of disputes
4.6. Developing structures for stronger international regulation and collaboration.
5. Objective 5: To achieve a diversified domestic financial sector within a competitive
environment
Strategic Initiatives:
5.1
5.2
5.3
5.4

Broadening and deepening the range of financial instruments and services
Developing more effective rural and micro financial services
Promoting a derivatives industry to manage financial risk
Enhancing the payment system.

6. Objective 6: To promote education, public awareness, capacity-building and financial literacy
Strategic Initiatives:
6.1. Increasing the knowledge of public officials in respect of the financial sector
6.2. Creating awareness and increasing the knowledge of the general public
6.3. Increasing the technical capacity of players in the financial sector.

ES 4.0 RECOMMENDATIONS
The recommendations of FINSSP II have been formulated in response to the issues and challenges
facing the financial sector as well as the vision, objectives and strategic initiatives set out in Chapter 3.

The Securities Industry
·
·
·
·
·

Recommendation 1: The SEC should set itself a medium- to long-term objective of becoming
financially self-sufficient.
Recommendation 2: SEC should complete and submit amendments to the Securities Industry
Law to the Minister of Finance and Economic Planning for onward submission to Cabinet and
Parliament.
Recommendation 3: The Securities Industry Law should be amended to define derivatives as
financial securities and thus allow their trading in Ghana
Recommendation 4: The Ministry of Finance and Economic Planning should facilitate the
establishment of a commodities exchange and a warehouse receipt system
Recommendation 5: SEC should be supported to build the capacity of market participants

Ghana Stock Exchange
·
·
·
·
·

Recommendation 6: Government should make listing on the Ghana Stock Exchange
mandatory for regulated companies in banking, insurance, telecommunications, mining and energy
sectors.
Recommendation 7:
a. MOFEP should facilitate the establishment of an SME Market under the supervision of the
Ghana Stock Exchange
The SEC/GSE should agree on maximum fees that companies that wish to list would pay for Initial
Public Offer (IPO).
Recommendation 8: Security Market Regulators in Ghana, Nigeria and Cote d’Ivoire should
agree on harmonized rules and a regulatory framework and a detailed action plan for market
integration. Ghana should initiate government-to-government discussions and involvement.
Recommendation 9: Government should remove the distortions in the taxation of investment
income by applying the same tax rates to dividends and interest income.
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The Bond Market
·
·
·
·

·

·
·

Recommendation 10: The Ministry of Finance and Economic Planning and the Bank of Ghana
should build up PDs’ technical capacity in respect of the understanding and pricing of fixed
income securities
Recommendation 11: The enabling statutes for statutory bodies should be amended to clarify
their corporate status as potential borrowers in the debt market.
Recommendation 12: Government should establish a framework within which Metropolitans,
Municipals, Districts and Assemblies (MMDAs) can access the capital market
Recommendation 13: The Ghana Stock Exchange should operate a common trading screen
for the trading of all government securities listed on the Exchange. The GSE should establish a
seamless interface between the GSE Automated Trading System and the Central Securities
Depository of the Bank of Ghana
Recommendation 14: More consistency and transparency is required in the conduct of the
public debt issuance program and central bank’s open market operations. Specifically,
a. Auction volumes should be kept as stable as possible and any unusual amounts, and the
rationale for them, should be known to the market well in advance;
b. Government should consistently issue benchmark government bonds.
c. An annual auction calendar should be published at the beginning of each year.
Recommendation 15: The SEC and GSE, backed by the Government, should embark on an
extensive programme of educating officers of listed companies and non-listed companies about
the concept of bond financing of corporate activities.
Recommendation 16: Bank of Ghana should establish a proprietary trading desk independent
of the OMO desk which should quote firm bid and ask prices just like all other dealers in the
market to kick-off secondary trading of government securities.

The Money Market
·

Recommendation 17: SEC should recommend to the Minister of Finance and Economic
Planning the expansion of the definition of securities under the Securities Industry Law to include
Commercial Paper and similar money market instruments.

Investment Dealers
·

Recommendation 18: SEC and GSE should require Investment Dealers/LDMs to have an
enhanced capacity to undertake more market activities such as firm commitment underwriting.
They must also install adequate level of state-of-the-art-technology.

The Pension Industry
·

·
·

Recommendation 19: Ensure that the pensions industry develops and contributes substantially
to mobilization and supply of long-term funds, government strategy must be to get the NPRA off
the ground and running in the shortest possible time. In this respect, there should be sufficient
budgetary allocation for setting up the new NPRA secretariat including adequate office
accommodation, computer hardware and software and staffing the NPRA appropriately.
Recommendation 20: Resource NPRA sufficiently to educate the general public, trustees, fund
managers and custodians on the provisions of the new pension regime.
Recommendation 21: Continue with the ongoing restructuring of SSNIT in the following
ways:
a. Getting rid of non-performing assets on SSNIT’s balance sheet to improve the return to total
assets
b. Reducing the operational cost of running the SSNIT
c. Installing a modern IT system for managing pensions under its purview.
d. Improving the returns on its investment portfolio.

The Insurance Industry
·

Recommendation 22:
a. The industry, spearheaded by the NIC, should undertake to enhance insurance activity,
principally by researching customer needs and developing products to meet such needs
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·

·
·
·
·
·
·
·

·
·

b. Develop and promote customer protection programmes to win the confidence of the
customer
Recommendation 23:
a. NIC should expedite action on migration to risk-based capital in line with best practice and
should be encouraged.
b. Amend the minimum capital requirement to the Ghana cedi equivalent of US$5 million.
c. Ensure regular actuarial assessment of individual life company risks and exposure and adjust
required capital upwards to US$5 million.
Recommendation 24: NIC should focus attention on raising the solvency level of the industry.
Recommendation 25: Government should work with the NIC and the Insurers Association
towards chartering the Actuarial Society of Ghana and assisting them to obtain accreditation
from the International Association of Actuaries.
Recommendation 26: NIC should continue with efforts to support underwriting of agricultural
insurance
Recommendation 27: NIC should finalize required revisions to the Insurance Act identified by
the industry and present these for passage into law.
Recommendation 28: The Ghana Insurers Association’s pool of insurers to whom oil and gas
insurance requests are directed should be formalized with NIC backing. The pool should have a
formal secretariat staffed by experienced and knowledgeable persons and funded by members.
Recommendation 29: NIC should intensify efforts to develop collaborative relationships with
regional insurance supervisors
Recommendation 30: Government should encourage the ECOWAS Secretariat to forward
the Harmonized Compensation Convention for Victims of Motor Accidents within the West
African sub-Region to Ghana’s Parliament as a matter of urgency to ensure equity in
compensation for Ghanaians injured in road accidents
Recommendation 31: NIC should facilitate the development and adoption of a market conduct
agreement by the Ghana Insurers Association and insurance brokers.
Recommendation 32: Government should support NIC and the Ghana Insurers Association to
educate the public on claims requirements.

The Banking Industry
·
·

·
·

·
·

Recommendation 33: The Bank of Ghana should address problems in the law on
nondisclosure of client information which is inhibiting the information collection efforts of credit
bureaux.
Recommendation 34:
a. Government should continue to support efforts aimed at building a good credit information
infrastructure
b. Bank of Ghana should promote better enforcement of creditor and debtor rights.
Recommendation 35: Government should provide continuous financial education for the
members of the judiciary and the bar.
Recommendation 36:
a. Bank of Ghana should have an appropriate institutional set up that will investigate
oligopolistic or monopolistic behaviours and unfair trade practices among the banks to
ensure that interest rates and fees are set competitively.
b. The BoG should be equipped with capacity necessary to undertake the tasks through
technical assistance.
c. BoG should annually report on whether any oligopolistic or monopolistic behaviours and
unfair trade practices were found among the banks.
d. The Ministry of Finance and Economic Planning, Bank of Ghana and the Attorney-General’s
Department should spearhead drafting of anti-monopoly and unfair trade practices legislation
in banking with penalties to deter such practices.
e. The BoG should undertake research and establish a transparent method for calculating bank
base rates and also monitor how banks compute their base rates.
Recommendation 37: The Bank of Ghana should periodically publish real deposit and real
lending rates. The public should be advised about the meaning of negative real deposit rates.
Recommendation 38: The Bank of Ghana should prohibit ad valorem fees. Instead, maximum
fees per transaction should be indicated based on best practices and market conditions.
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·
·
·
·

Recommendation 39: Banks and other financial institutions should be assisted with
institutional capacity-building.
Recommendation 40: The capacity of Bank of Ghana’s Banking Supervisory Department
should be enhanced.
Recommendation 41: Government should give its full support to implementation of risk-based
banking supervision
Recommendation 42: Undertake a feasibility study to establish the viability of deposit
insurance.

Payment and Settlement Systems
·
·
·

·

Recommendation 43: Government should adopt the policy of paying salaries by way of eZwich. GhIPSS should continue to educate the general public and government officials about the
advantages of e-Zwich.
Recommendation 44: Government should move to process most of its payments via e-Zwich
accounts and receive payments via e-Zwich.
Recommendation 45:
a. Government and the BoG should assist GhIPSS to intensify efforts to enlist the co-operation
of informal sector groups in using the e-Zwich card.
b. Government should support GhIPPS with financial assistance to educate the public and to
effect a change in people’s attitude to embrace the e-Zwich.
Recommendation 46: Amend the Bills of Exchange Act, 1961 (Act 55) to reflect modern
trends in payment systems.

Anti-Money Laundering and Counter Terrorist Financing
·
·

Recommendation 47: Government should ensure that the National Strategy for the
Countering of Money Laundering and Financing of Terrorism alongside the Action Plan are
finalized and operationalized.
Recommendation 48: There should be sufficient budgetary allocation for completing the
setting up of the Financial Intelligence Center (FIC), including adequate office accommodation,
public education, appropriate staffing and logistics.

Rural and Community Banks (RCBs)
·

·
·

Recommendation 49:
a.

Government should support the internal audit unit of the ARB Apex Bank with capacity
building while RCBs contribute to meeting the operational cost of the internal audit work.
b. ARB Apex Bank should take up the training of internal audit staff employed by RCBs to
ensure they can perform well.
Recommendation 50: Review the original concept of RCBs as unit banks to allow them to
merge into more viable units. The BoG should provide technical advice in this regard.
Recommendation 51: Review and enhance the corporate governance structures ( rules
regarding shareholding, voting, board structure, appointment of directors, skill set of board
members, tenure of directors, etc) of RCBs.

Savings and Loans Companies
·

Recommendation 52: BoG should be prepared to engage Savings & Loans companies that are
able to grow their capital to levels between the capital requirements of savings and loans
companies (GH¢7 million) and banks (GH¢ 60 million) with request for additional services to
their clients (such as direct cheque clearing and international money transfer).

Credit Unions
·

Recommendation 53: Promulgate a specific credit union law to address regulatory issues of
concern to credit unions.
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Micro-Finance
·
·

·
·

Recommendation 54: The Banking Supervision of BoG should set up a microfinance unit.
Recommendation 55:
a. Regulations for public disclosure and transparency in the operations of microfinance
institutions should be enhanced to help protect consumers and build confidence in their
operations.
b. GHAMFIN should promote the traditional principles of microfinance as well as international
best practices for consumer protection.
Recommendation 56: Government should support GHAMFIN to develop and implement
industry standards.
Recommendation 57: GHAMFIN should be supported to enhance its capacity to:
a. Promote and build capacities of microfinance institutions in social performance management.
b. Monitor and publish performance benchmarking of the microfinance institutions sector.
c. Develop and manage database of all microfinance institutions
d. Set up and manage a central resource centre for microfinance literature publications and
other documentations.

Susu
·
·
·
·
·

Recommendation 58: A specific legislative instrument to regulate microfinance institutions
including Susu companies should be put in place.
Recommendation 59: Bank of Ghana should enforce the prohibition of lending by Susu
Collectors.
Recommendation 60: BoG should work with the Susu collectors association to ensure that
Susu collectors undergo training in record keeping before being allowed to practice their trade.
Recommendation 61: Susu companies should be treated as savings and loans companies for
regulatory purposes.
Recommendation 62: GCSCA should be supported to build its structures and its capacity as
well as the capacities of its members.

Money Lenders
·

Recommendation 63: BoG, in consultation with the Association of Money Lenders should
establish a regulatory framework for supervision and monitoring of money lenders.

Development Financing
Agriculture
·

·

Recommendation 64: As far as possible the Agricultural Development and Investment Fund
announced by Government should be channelled through existing financial institutions.
Government should draw up operational guidelines for banks to access such funds and enter into
a balanced risk-sharing agreement that provides appropriate incentives to banks to tap the fund.
Recommendation 65: MOFEP - FSD should work with the Ministry of Food and Agriculture to
promote the development and implementation of policies that support a continuous flow of
credit to the agricultural sector.

Housing Finance
·
·
·

Recommendation 66: Government should facilitate the supply of home loans (mortgages) by
establishing a mortgage guarantee scheme for low to middle income buyers buying multiple unit
and single unit residential accommodation.
Recommendation 67: Reduce the transaction costs by eliminating stamp duties on the
registration of titles for residential homes in the affordable price range.
Recommendation 68: Issue housing bonds (minimum 10-year maturity) to provide a financing
facility that could be tapped by financial institutions for long-term funds for mortgage lending.
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The Venture Capital Trust Fund
·

Recommendation 69: The Government should undertake a strategic review of the Venture
Capital Trust Fund with a view to confirming its mandate and establishing a permanent source of
funding.

Eximguaranty Co. Ltd.
·

Recommendation 70
a. Government should devise sustainable means of funding the Eximguaranty Company
b. There should be a mechanism in place to get banks to pass on risks mitigated by
Eximguaranty Company to their customers through lower interest rates.

Corporate Governance
·
·
·

Recommendation 71: Ghana should develop a holistic Corporate Governance Code for
licensed financial institutions, public companies above a certain size and listed companies.
Recommendation 72: Regulatory agencies in cooperation with industry associations and the
Institute of Directors should develop and run mandatory certified programmes for members of
board directors of financial institutions.
Recommendation 73: Educate shareholders and other stakeholders about their rights.

General Legal and Regulatory Framework for the Financial Market
·

·
·
·

Recommendation 74: Establish a Financial Services Board comprising the heads of Bank of
Ghana, National Insurance Commission, the Securities and Exchange Commission and the
National Pensions Regulatory Authority and chaired by the Minister of Finance and Economic
Planning to serve as a forum for coordinating regulatory integration and consistency in the
financial sector. MOFEP - FSD should provide secretariat support.
Recommendation 75: Enhance the human and institutional capacity of regulators for
supervision and enforcement as globalization continues to roll on.
Recommendation 76: Cross-border regulatory collaboration should be pursued by all the
regulatory agencies
Recommendation 77: The comprehensive roadmap for the implementation of an International
Financial Services Centre (IFSC) in Ghana should be updated and implemented within
internationally accepted prudential norms.

The Bank of Ghana
·

Recommendation 78: The BoG should improve the transparency of its operations by
extending its pre-programmed dates for its Monetary Policy Committee meetings to other
important economic data such as balance of payments information.

The Ministry of Finance and Economic Planning
·
·
·

Recommendation 79: Ensure that the Financial Sector Division has the organizational
structure, human and material capacity to have access to financial sector data, conduct research
and high level analysis and advise on best practice
Recommendation 80: Ensure that the Debt Management Division has the human and material
capacity to have access to financial sector data, conduct research and high level analysis and
advise on best practice
Recommendation 81:
a. The Financial Sector Division of MOFEP should draw up a five-year strategic plan to guide its
future development.
b. The Debt Management Division of MOFEP should draw up a five-year strategic plan to guide
its future development.

Ombudsman for the Financial Sector
·

Recommendation 82: An independent ombudsman for the financial sector should be
institutionalized.
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Training and Professional Development
·

·

Recommendation 83: Cooperation between industry training organizations should be
expanded and duplication should be avoided. In the longer term, efforts should be made to
consolidate financial sector professional training under a single administrative structure – a
Financial Training Institute - to cater for entire financial industry and affiliated with established
universities. Government support to training institutions should be conditional on efforts towards
integration.
Recommendation 84: Continuous professional education should be made a requirement for
the licensing of industry professionals.

Financial Literacy and Public Awareness
·

·

·
·

Recommendation 85:
a. Upgrade the National Strategy for Financial Literacy and Consumer Protection in the
Microfinance Sector document Into a National Financial Sector document and Implement.
b. Regulatory agencies, industry associations and operators in the financial sector should plug
into the National Strategy for Consumer Education and establish consumer education
programmes.
Recommendation 86: Regulatory agencies and the Ministry of Finance and Economic Planning
should continue with the Annual Financial Literacy Week in cooperation with industry
associations and financial institutions to raise awareness of the range of products and services
available to consumers to help them better understand and manage their finances.
Recommendation 87: MOFEP should institute an annual Parliamentary Forum on the financial
sector to enable Parliamentarians to interact with regulators, market operators and policymakers.
Recommendation 88: An Annual Financial Sector Conference should be promoted by the
MOFEP, regulators and industry players to highlight and deliberate on financial sector policy
issues.

ES 5.0 IMPLEMENTATION FRAMEWORK
Implementation and Monitoring
Reporting to the Minister of Finance, the Financial Sector Division of MOFEP will constitute the
project implementation secretariat with responsibility for overseeing and coordinating the overall
implementation of FINSSP II. The implementation of FINSSP II will require interaction among several agencies,
particularly the regulatory agencies and other Ministries, Departments and Agencies.
The Financial Sector Division (FSD) will continually advise the Minister of Finance and Economic
Planning on, inter alia, the following:
·
·
·
·
·
·
·
·

New and potential developments in the financial sector locally, regionally and globally and their
potential implications for Ghana’s financial sector,
Independent external views on the progress of the implementation of FINSSP II,
Means to promote and facilitate smooth implementation of FINSSP II,
Areas where it may be necessary to revise FINSSP II and its recommendations to reflect evolving
market developments;
Coordinating the implementation of recommendations, including liaising with other implementing
agencies such as regulatory agencies and MDAs;
Identifying and managing the resolution of issues which may arise in the course of
implementation;
Undertaking the monitoring of progress and performance assessment based on specific
performance measures;
Coordinating the communication program for the FINSSP II.
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Performance Monitoring
The FSD will develop measurable yardsticks for monitoring and evaluation of implementation of
FINSSP II. Performance monitoring will focus on the timeliness and effectiveness of implementation. The FSD
will establish time-frames for the implementation of all recommendations. Regular reporting will facilitate
monitoring of timeliness with which implementation is being carried out.
·
·

Recommendation 89: MOFEP FSD should develop a costed project document using the
Logical Framework Analysis Methodology for FINSSP ll. It should carefully identify activities,
outputs , outcomes and impact of FINSSP ll
Recommendation 90: The Financial Sector Division of MOFEP should set up a Monitoring and
Evaluation Desk to undertake the task of monitoring and evaluating implementation of FINSSP II
recommendations

The implementation framework for FINSSP II is different from that adopted for FINSSP I and is as
follows:
·
·
·
·

The Financial Sector Division of MOFEP will coordinate and oversee the implementation of the
FINSSP II and report to the Minister of Finance and Economic Planning;
The Division will be provided with the capacity and resources to deliver its mandate. It will be
adequately staffed with personnel who have the requisite skills and competences;
Guidelines for regular performance monitoring and reporting of progress will be developed; and
A strong and effective communication program to disseminate and obtain feedback on FINSSP II
will be put in place.

Communication Program
The main objectives of the communication program are the following:
·
·
·
·

Create awareness amongst the relevant parties of the objectives and the strategic initiatives of
FINSSP II
Establish clear communication and feedback channels with all relevant interest groups
Ensure that information about FINSSP II and updates on the progress of implementation are
disseminated in a timely and consistent manner
Enhance the transparency of the implementation process and ensure the accountability of the
parties involved.

The audience for communication includes the general public, domestic and foreign investors and
intermediaries, industry associations, professional bodies and the local and international media. The
communication process will be made among other means, through the following channels:
·
·
·
·
·

Press releases and other public communiqués
A quarterly FINSSP II Newsletter
The Ministry of Finance website
Briefings, seminars, forums and conferences which are directed at targeted audiences such as
domestic and foreign investors and industry groups
Information circulars and guidance notes to the implementing agencies
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CHAPTER 1: INTRODUCTION TO
FINSSP II
1.1 BACKGROUND
Ghana’s financial sector has undergone extensive reforms over the last two decades. As part of the
Financial Sector Adjustment Programs (FINSAP I and II) implemented from the late 1980s through the mid1990s, Ghana’s financial sector, then dominated by state-owned banks with official allocation and pricing of
credit, was gradually liberalized. FINSAP I and II focused on restructuring of financially-distressed banks,
improving the regulatory and supervisory framework, and promoting non-bank financial institutions. Results
associated with the FINSAPs include the privatization of the banking sector and increased competition
resulting from the licensing of several new banks. With the follow up implementation of Non-Bank Financial
Sector Adjustment Program, a more diversified financial sector began to emerge. A money market began to
evolve with the emergence of discount houses, an active inter-bank overnight market and weekly auctions of
Treasury Bills. A more organized capital market also began to develop with the establishment of the Ghana
Stock Exchange in 1990.
In spite of these positive results, by the end of FINSAP I and II it was generally felt that more
remained to be done to deepen and broaden the financial sector. Identified problems included:
·
·
·
·
·
·
·

High and volatile interest rates
Poor access to credit by Small and Medium Scale Enterprises (SMEs)
Lack of a long-term debt market
Limited secondary market for debt and equity instruments
Inadequate financial innovation, regulatory inefficiencies
Outdated laws such as the company and bankruptcy laws
The inefficiency of registries of documents supporting financial intermediation.

In 2003, the Government adopted the Financial Sector Strategic Plan (FINSSP) to address these
weaknesses and to respond to a number of new developments, including Ghana’s entry into the Heavily
Indebted Poor Countries (HIPC) Initiative and the preparation of the medium-term development strategy –
the Ghana Poverty Reduction Strategy. FINSSP, now called FINSSP I, was adopted in 2003 for implementation
through 2008. It contained 98 recommendations for reforming and strengthening the financial sector. With the
support of the World Bank-led Economic Management Capacity Building (EMCB) Project, an estimated 80% of
the recommendations of FINSSP had been implemented as at the end of 2008.
An impact assessment of FINSSP I was conducted for the Ministry of Finance and Economic Planning
by PriceWaterhouseCoopers in 2008. The following were the major findings:
Banking Sector
The visible improvements in the country’s macroeconomic performance together with the
implementation of FINSSP I improved the financial health of the banking industry. The asset-liability structure
did not change. The share of ownership held by foreigners increased significantly over the assessment period
and may continue to do so with the enactment of the 2007 Banking Law amendment.
Various indicators of bank concentration show that the power of the biggest three banks is decreasing
gradually while competition is more evident in the market for deposits and loans. The number of banks and
their outlets has also increased markedly, making bank services available to more people and businesses. In
terms of banking sector efficiency there has been significant improvement in all the relevant indicators. In spite
of this progress, interest rate spreads still remained high with real deposit rates negative.
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Insurance Sector
The insurance industry in Ghana showed consistent progress during 2003 - 2008. This improvement
was clearly visible in the exceptional growth of the insurance industry in terms of numbers of companies and
insurance brokerages. Progress was also made in terms of premium growth for all classes of insurance making
it a broad-based growth for both the life and non-life insurance sectors.
Each of these sub-sectors witnessed double digit growth throughout the period in terms of premiums.
The insurance sector as a whole also grew in double digits in terms of assets. However, insurance density and
penetration was still low. Outside the regional capitals it was rare to find insurance companies or insurance
brokers.
Capital/Equity Markets
The listing of companies on GSE improved significantly. Market capitalization/GDP ratio showed a
mixed performance. It was still dominated by a few firms. Trading volumes and values had risen but the
turnover ratio had declined considerably. Moreover, the effort to list smaller enterprises had still not
materialized. Listing rules and guidelines were not well known by the public. The implementation of FINSSP I
had had some marginally positive impact in terms of the actual output of the GSE. It is in the infrastructure of
trading that a good foundation had been laid by FINSSP.
Money Markets
Operations of the money market had been active in the period. Shorter term securities were
favoured by the investors. There were no records of secondary market activity in the period. OMO
operations were generally considered successful.
Non-Bank Financial Institutions
Savings and loans companies, finance companies and leasing companies had experienced growth in
terms of numbers, assets, deposits and outlets over the period. Discount houses had been removed from the
system and asset share was almost of equal size between Savings and Loans companies and finance houses with
leasing companies holding about 15% asset share in 2008.
Pension Funds - SSNIT
SSNIT had maintained its strong asset base. It had performed creditably in terms of increasing the
numbers of active contributors and contributing institutions. Its return on investment had been higher than the
rate of inflation throughout the period. In terms of asset allocation, SSNIT had switched more assets to safer
fixed income securities and listed equities in contrast to the period before 2005. All the issues relating to
pension funds had been implemented or partially implemented. Even though the National Pensions Regulatory
Authority had been established by law, it had not begun operations.
Financial Deepening and Intermediation
All the usual indicators of financial deepening and intermediation such as M2/GDP ratio, number of
bank outlets per million population, stock exchange market capitalization/GDP ratio, insurance density and
penetration, credit to the private sector/GDP ratio had shown improvement over the period. The improving
level of financial deepening and intermediation had been the result of the growth and diversity of financial
institutions and services.

1.2
THE ROLE OF THE FINANCIAL SECTOR IN THE GHANAIAN
ECONOMY
As in all countries, financial sector development in Ghana is important for economic development and
poverty reduction. Financial institutions in the country are the mobilizers of funds, providers of risk
management services and financiers of individuals, enterprises and government. It is in these ways that finance
makes its contribution to economic growth, development and poverty reduction. While all financial
institutions play their respective roles in economic growth, development and poverty reduction, they do so to
varying degrees, with the mainstream financial institutions being the main players.
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1.2.1 THE BANKING INDUSTRY
The main financial institutions in the economy of Ghana are the banks. Banks dominate the economy
and are the main mobilizers of funds, providers of risk management services and financiers of medium- and
large-scale enterprises and government. It is through them that finance makes its major contribution to
sustained economic growth. The banking industry is regulated by the Central Bank (i.e. the Bank of Ghana).
A well functioning banking industry is essential for the economic development of the country. Banks
take deposits and use them to lend funds to firms, governments and individuals. Banks provide a safe place for
economic agents (firms, organizations, individuals) to save money that is not immediately needed. At the same
time, they turn around to lend the money to economic agents with less funds than they need. In this way,
banks intermediate between depositors and borrowers and transform short term deposits into longer term
loans. The efficiency and effectiveness with which the banks play this role in the country has been limited.
Essentially, many of the strategies recommended in FINSSP II under the banking sector are to enhance the
banking system’s performance in playing this role. Banks also play an important role in ensuring an efficient
and effective payment system and transaction processing.
While playing the foregoing role, the banking industry simultaneously serves as the medium through
which monetary policy is implemented by the Central Bank. By influencing interest rates charged by the banks,
money supply and other policy instruments, the Bank of Ghana influences the economy. The effectiveness and
efficiency with which the Central Bank is able to implement monetary policy depends on the character of the
banking industry. In this respect, the banking system in Ghana has not been as effective in monetary policy
transmission as evidenced by the Bank of Ghana’s concern about the banking system’s hesitancy in lowering
their lending rates in response to its lowering of the policy rate.
Banks in Ghana may now be licensed as universal banks, which allow them to operate in many finance
areas including commercial and merchant banking, development banking, leasing and mortgage financing.

1.2.2 RURAL AND COMMUNITY BANKS
In addition to the main banks, as at the end of 2010, there were 135 Rural and Community Banks. Some
of them have existed since the 1970s. Their agencies number about 560 and are spread across the country.
They account for roughly 4 percent of the total assets of the Ghanaian banking industry. RCBs are a positive
intervention in providing the needed banking services in the rural areas and the communities. They
complement the services of the main banks. While a number of RCBs have grown into the Ghana Club 100
category, the majority of them are small. RCBs are generally owned by members of the community in which
they operate and cannot have clients beyond a certain catchment area. To ensure that no single individual
controls RCBs, individual ownership is limited to 30 percent of paid up capital.

1.2.3 SAVINGS AND LOANS COMPANIES
At the end of 2010, the banking system also included 19 Savings and Loan companies, who were licensed
to accept deposits and make loans but with lower capital requirements and a restriction to domestic financial
transactions only. The savings and loan companies normally cater to the lower end of the market including the
informal sector.

1.2.4 THE SECURITIES INDUSTRY
The securities industry is another important channel for firms to raise funds. While banks only
provide loans (i.e. debt capital) to firms for investment, the securities industry enables firms to acquire equity
and long-term debt capital to finance their operations. In so doing, the securities industry helps businesses to
achieve the appropriate mix of debt and equity capital. A well functioning securities industry is important to an
economy. Ghana’s stock exchange has been operating since 1990 and has 35 listed companies with total
market capitalization of GH¢20.1 billion (US$13.5 billion) as at December 2010. The securities industry is
regulated by the Securities and Exchange Commission (SEC).

1.2.5 THE INSURANCE INDUSTRY
As of December, 2010, the insurance industry is made up of 23 non-life insurance companies, 17 life
insurance companies and two reinsurance companies. The bulk of the business is in non-life insurance. At the
end of 2010, total premiums of the Ghana insurance industry stood at GH¢458.7 million (US$311.2 million).
Non-life insurance premiums were GH¢271.6 million (US$184.3 million) and Life insurance premiums were
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GH¢187 million (US$126.9 million). The insurance industry in Ghana is regulated by the National

Insurance Commission (NIC).
1.2.6 THE PENSION INDUSTRY
The Social Security and National Insurance Trust (SSNIT) is the State pension scheme in Ghana.
Besides SSNIT, a few private pension schemes sponsored by employers exist.
The current pension law provides for a three-tier pension plan as follows:
1) Tier 1: Mandatory defined benefit public social security scheme administered by SSNIT
2) Tier 2: Mandatory defined contribution and privately-managed occupational pension scheme
3) Tier 3: Voluntary occupational and personal private pension scheme.
At the end of 2010, 900,332 employees working at 34,360 establishments were listed as contributors
to the SSNIT pension scheme. They contributed a total of GH¢576.8m million (US$391.4 million). The size of
the fund was GH¢2.98 billion (US$2.21billion). The number of pensioners was 107,312 up by 8.77% from 2009
figure of 98,658. The pension industry in Ghana is regulated by the National Pensions Regulatory Authority
(NPRA)

1.2.7 NON-BANKING INDUSTRY
Non-Bank Financial Institutions (NBFIs) include leasing companies, finance houses, savings and loan
companies and mortgage finance companies and are playing an increasing role in Ghana’s economy in recent
years. They have increased the breath and diversity of the financial sector in recent times. Some governmentsponsored development finance companies are also NBFIs. Some NBFIs take deposits, though on a limited
scale.
Savings and Loan companies are regulated as banking intuitions by the central bank as they are
licensed to accept deposits and make loans. They have lower capital requirements and are restricted to
domestic financial transactions only. The savings and loan companies normally cater to the lower end of the
market including the informal sector. As the end of 2010, there were 19 Savings and Loan companies.

1.2.8 MICRO-FINANCE INSTITUTIONS
Micro-finance institutions include savings and loans companies, credit unions, individual Susu
Collectors and Susu Companies. Other micro-finance institutions operating in the country include Financial
Non Governmental Organisations (FNGOs), micro-insurance companies and micro-leasing companies. Micro
finance units also exist in many of the main stream banks. Micro-finance institutions focus on the poor in rural
and urban areas and spearhead poverty reduction efforts. The umbrella organization for many of the
microfinance institutions in Ghana is the Ghana Microfinance Institutions Network (GHAMFIN), a network of
about 80 microfinance institutions serving over 60,000 clients as at the end of 2010.

1.3 RECENT MACRO-ECONOMIC DEVELOPMENTS
Ghana achieved a real GDP growth rate of 13.6 percent in 2011, one of the highest in the world that
year, largely on account of oil production in commercial quantities which started in December 2010. In
addition, the country’s democratic dispensation and social stability have served to boost the confidence of
investors, leading to rising investment. It is projected that oil production and strong non-oil activity would
contribute to high growth in 2012 and beyond. Inflation is projected to remain in single digits provided fiscal
and monetary policies are supportive, as the government has stated they would.
Ghana faced macro-economic challenges during the 2006 to 2009 period which could be traced in
part to government policies and record high crude oil prices. Government fiscal policies were expansionary
from 2006 through 2008. As a result, budget deficits increased, inflation and interest rates rose and the
currency depreciated.
Table 1.1 presents the year-on-year inflation rates and December exchange rates for the 2001-2011
period. The figures show that inflation used to be high and unstable. The rate of inflation rose above 18% in
2008 and remained high until late 2009, when it started falling. The rate was 15.97% in 2009 and 8.58% in both
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2010 and 2011. High inflation works against long-term investment since investors are worried about
maintaining the real purchasing power of their capital.
While the exchange rate depreciated slightly between 2002 and 2006, the rate of depreciation
increased from 2006. The depreciation against the dollar translated into only modest correction in the real
exchange rate as the depreciation was accompanied by a rise in inflation.
The volatility of the macroeconomic indicators adds to perceived risk of engaging in financial
transactions.
Table 1.1: Inflation and exchange rates, Ghana

Year
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011

Inflation %
year on year.
21.3
15.20
23.60
11.80
14.80
10.50
12.70
18.13
15.97

8.58
8.58

Exchange rate
(GH¢per US$- December)
0.7322
0.8439
0.8852
0.9051
0.9131
0.9236
0.9704
1.2141
1.4340
1.4738

1.5460

Ghana was affected by the global financial crisis in 2008/9. However, buoyant cocoa and gold prices
assisted the country ride out the crisis. In August 2009, the Minister of Finance and Economic Planning
reported to Parliament that the 2007 – 2008 global financial crisis impacted Ghana noticeably in the following
respects:
·
·
·

Reduced demand for Ghana’s exports
Lower remittances and tourism earnings
Reduced foreign capital inflows

The overall impact of these and an expansionary fiscal policy was a budget deficit of 14.5% of GDP at
the end of 2008 compared to 7.5% at the end of 2006. Ghana has been implementing adjustment policies
under IMF’s Extended Credit Facility since July 2009 which contributed to a lower fiscal deficit of 7.6% of GDP
in 2009 and 7.9% in 2010.
The economy as measured by GDP recovered in 2010, expanding by 5.9 percent after a temporary
slowdown of 4.7 percent in 2009. Exports were buoyant as were construction and service activities. Inflation
was close to 9 percent in mid-2010, down from over 19.3 percent in 2009.

Current Account and Balance of Payments
The current account deficit was 19.3% of GDP at the end of 2008, compared to 9.9% at the end of
2006. The deterioration was driven by government overspending and large increases in crude oil prices. The
2008 current account deficit was mainly financed by a drawdown of reserves, leading to a decline in the stock
of gross international reserves, by US$800 million to US$2,036 million at the end of 2008. This represented
1.8 months of import cover which is much lower than the standard recommendation of 3 months cover.
However, Ghana’s external performance has been favourable in more recent years. Total exports
grew by US$2billion in 2010, with cocoa and gold exports benefiting from high global commodity prices.
Imports also staged a strong recovery after a decline in 2009, partly reflecting capital goods imports by the oil
sector. A current account deficit of 7.2 percent of GDP in 2010 was more than financed by strong capital
inflows, including foreign direct investments in the oil sector and bond purchases by non-resident investors.
Net international reserve targets were met by wide margins, and gross reserve rose to 3.2 months of import
cover at end 2010.
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With a strong balance of payments, the cedi has traded in a relatively narrow range since mid-2009.
This, together with the lagged effects of monetary tightening in 2009 and favourable crop yields, contributed to
the decline in inflation from 19.3 percent annual rate in 2009 to about 9 percent from mid-2010.

Financing the Fiscal Gap 2009 and Beyond
The country’s 2009 fiscal financing gap was projected at US$250 million. It was expected to decline to
half that size in 2010. The government re-launched its fiscal consolidation effort in 2011. The program aimed
to reduce the deficit to 4 ½ percent of GDP in 2011 and about 2 ½ percent of GDP beyond. A portion of
Ghana’s initial oil revenues is being saved and steps are being taken to strengthen tax collection and
expenditure management. Petroleum pump prices were increased to reflect higher costs.
In general, resources for financing the deficit can be grouped into three categories:
·
·
·

External private inflows of loans
Net domestic financing in the domestic bond market (excluding borrowing from non-residents);
and
Loans and debt relief from Development Partners

The 2009 - 2011 budgets placed emphasis on:
1.
2.

Domestic financing through borrowing from deposit money banks and the general public.
Loans and debt relief from the country’s development partners with the latter (i.e. loans and debt
relief from development partners) being the main route. Facilities, arrangements and programs of the
IMF, the World Bank and other development partners contributed in closing the financial gap from
2009 to 2011, when the country started producing oil.

1.4 THE ENABLING
STRATEGIES

ENVIRONMENT

FOR

FINANCIAL

SECTOR

Financial reforms require preconditions in the wider economic, social, governance, judiciary and
political environment as well as financial literacy, without which they will be ineffective or even
counterproductive. The enabling environment is therefore important for financial sector development. The
preconditions of the financial reforms and recommendations presented in the FINSSP II document include
macro-economic stability and the strive for economic efficiency , good governance (transparency and
accountability), a strong judiciary system and political stability as well as financial literacy which in turn depends
on general literacy.

1.4.1 GHANA’S CURRENT ECONOMIC DEVELOPMENT STRATEGIES
Ghana has fashioned out a medium term development plan called the Ghana Shared Growth and
Development Agenda 2010-2013. It is aimed at addressing economic imbalances, re-stabilizing the economy
and placing it on the path of sustained accelerated growth and poverty reduction towards achieving the
Millennium Development Goals and middle-income status. It envisages:
·
·
·
·
·
·
·

Improvement and sustenance of macro-economic stability
Accelerated agricultural modernization and industrial development
Sustainable partnerships between government and private sector
Developing human resources for national development
Expanded development of productive infrastructure
Transparent and accountable governance and
Reducing poverty and income inequalities

The country’s Agricultural Finance Strategy and Action Plan, Agricultural Sector Improvement Plan,
and a related Food and Agriculture Sector Development Policy set out actions that are needed to improve the
financing available to actors in the agricultural value chains. The housing sector strategy that seeks to provide
affordable housing for both public sector and private sector employees is receiving increasing attention in
recent years. Finally, a Ghana Micro-finance Policy is a centre piece of the country’s poverty reduction
strategy.
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1.4.2 FINANCIAL SECTOR STRATEGIES FOR ECONOMIC DEVELOPMENT AND
POVERTY REDUCTION
Two policy prongs underlie the government’s financial sector strategies for economic development
and poverty reduction. They are: 1) financial sector policies for long term shared economic growth and 2)
enhanced access (inclusiveness) in the Ghanaian financial sector.
Finance for Shared Growth
To attain shared economic growth (i.e. economic growth to which the poor contribute and benefit
from) requires ensuring availability of medium to long-term financing, deepening the resource mobilization of
the banking system, ensuring that banks want to and can safely lend these resources, and enabling productive
formal sector firms to find the mix of equity and debt finance they need to grow, as well as tools for risk
management. Large scale finance is provided in general by large and influential financial firms – banks, insurance
companies, pension funds, securities markets, etc. If the provision of mainstream financial services in Ghana is
to improve as to quantity and quality, more competition and a greater presence of strong profitable and
efficient financial institutions are needed.
Shared economic growth is the surest way to a substantial and sustained reduction in poverty in the
country. From a long-term shared growth perspective, a major channel for a sustained reduction in Ghana’s
poverty is a transformational increase in the share of the population that is working in the formal sector, with
modern productive techniques and using financial resources from the formal large-scale financial institutions.
Access (Inclusiveness)
As growth-enhancing policies begin to have their effect, improving the access of low-income
households and micro-entrepreneurs to financial services should become an additional central focus of financial
sector policy in the country. This second prong should concern itself with finance for agriculture and the rural
economy, for micro and small enterprises, and for low income households.
Thus, consistent with the two policy prongs of growth and access, the most pressing needs in Ghana’s
financial sector are to:
·
·
·

increase the availability of credit
lower the cost of credit to productive enterprises
extend the reach of basic savings, payments, credit, and insurance services for low income
people, the smallholder farmers and microenterprises.

The two prongs will have overlaps, especially in areas such as agriculture. The challenges of
agricultural finance will remain central for both prongs. Scaling up high-productivity agriculture and agribusiness
will be an important part of the shared growth process in Ghana. Large-scale agricultural enterprises will
remain important customers of the main banks. However, for most farmers and rural workers, their main
point of contact with the financial sector will be at the micro-level.

1.4.3 COMPLEMENTARITIES BETWEEN GOVERNMENT’S ECONOMIC STRATEGY
AND FINANCIAL SECTOR STRATEGY
The complementarities between the economic strategies and the financial sector reforms and
recommendations of FINSSP II include the following:
1

In line with

2

Commitment to deficit and
inflation reduction
Focus on economic growth

3

Focus on poverty reduction

In line with

4

Commitment to development of
agriculture, housing and SMEs

In line with

5

Commitment to education

In line with

In line with

the commitment to: 1) lowering of high interest
rates, 2) development of the bond market.
a focus on growth of formal bank and non-bank
financial sector and the equity and bond markets.
focus on micro-finance and financial inclusiveness
(access)
financial sector reforms and recommendations
on agricultural finance, housing finance, SME
financing and micro-finance as well as growth of
main banks, respectively.
the commitment to financial literacy.
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1.5 RECENT GLOBAL DEVELOPMENTS
The global financial landscape in the decade prior to 2008 was characterized mainly by weak
regulation of financial markets and massive capital flows around the world. This was followed by the global
financial and economic crisis with dire consequences across the entire world. The source of the crisis was the
US subprime mortgage market. However, weak regulatory systems helped compound the problem across the
globe. These developments have engendered uncertainty and mistrust among market participants.
notably:

As a result of these developments, there have been drastic changes in the global economic landscape,
·
·
·
·
·
·

Market based policies now being tempered with government regulation.
Governments all over the world are using strong arms to influence economic activity
Bailouts and government takeovers of private financial institutions
Massive stimulus packages by many governments, including infrastructure spending
Executive compensation ceilings
Strengthening of the enforcement of Anti-Money Laundering Laws.

Closer home, the following developments in the financial landscape during the recent past are noted
in the context of globalization:
·

·

·
·

Increased activity in foreign direct investment (FDI) into the financial sector, notably banks and
insurance companies. In particular, a number of foreign banks and insurance companies have
established local subsidiaries that are doing business in Ghana. Many are from other African
countries – Nigeria, South Africa and Libya.
Multinational firms are listing on a number of stock exchanges across Africa and beyond. For
example, AngloGold Ashanti Ltd. is listed on the Australian, New York, Johannesburg and Ghana
stock exchanges, while Ecobank Transnational Inc. is listed on three West African exchanges
(Nigeria, Ghana and Cote d'Ivoire).
Capital markets in the regional economic communities including ECOWAS have been making
efforts to integrate their operations.
Many African countries continue to work at integrating their individual economies at sub-regional
levels: ECOWAS, East African Development Community and Southern African Development
Community. The expectation is that ultimately, these will be integrated into the continental
economy.

1.6 STRUCTURE OF FINSSP II DOCUMENT
This document is Ghana’s Financial Sector Strategic Plan II (FINSSP II) to be implemented over a fiveyear period 2012 – 2016. The key challenge is to develop a financial sector that is more efficient and effective
in mobilizing and allocating capital.
This first chapter of the document has presented the financial sector in the Ghanaian and global
economy. Chapter 2 presents an overview of the Ghanaian Financial Sector while chapter 3 presents a vision,
strategic objectives and initiatives for the sector’s growth and development. Chapter 4 presents
recommendations to be implemented by Government and its agencies. Finally, Chapter 5 presents an
implementation plan for FINSSP II.
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CHAPTER 2: THE FINANCIAL
SECTOR IN GHANA
2.1

INTRODUCTION

Since the extensive reforms of the financial sector in the late 1980s and the first half of the 1990s, the
sector has seen rapid development in terms of growth in number and variety of financial institutions. The
following institutions were in place in the Ghanaian financial sector as at the end of 2010:
Table 2.1 Types of Financial Institutions
CAPITAL MARKET
Stock Exchange
Investment Dealers
Investment Advisors
Collective Investment Schemes
Trustees
Custodians
Registrars
Securities Depositories
BANKS
Deposit Money Banks
Rural and Community Banks
INSURANCE
Life Insurance Companies
Non-Life Insurance Companies
Reinsurance Companies
NON BANK FINANCIAL INSTITUTIONS
Finance Houses
Leasing and Leasing & Finance Companies
Venture Capital Funds
Mortgage Finance Companies
Savings and Loan Companies
Credit Unions
Financial NGOs
Registered Individual Susu Collectors1

Susu Companies

NUMBER
1
22
51
24
3
9
4
2
26
135
17
23
2
22
6
5
1
19
500
40
1,500
300

1

It is estimated that there are more than 4,000 Susu collectors in Ghana. The numbers reported are
limited to those that are registered with the Bank of Ghana or GCSCA.
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2.2

THE SECURITIES INDUSTRY

The capital market has been growing over the years. As at December 2010 there were 35 listed
equities on the Ghana Stock Exchange and 115 licensed market operators and service providers as in Table 2.2

Table 2.2: Licensed Market Operators –
As at December 2010

Investment Advisers
Broker-Dealers
Collective Investment Schemes
Registrars
Custodians
Trustees
Stock Exchanges
Securities Depository

·
·
·
·

51
22
24
4
9
3
1
2

2.2.1

MARKET REGULATION

The Securities and Exchange
Commission is the apex regulator of the
capital market in Ghana. The functions of the
Commission are as set out in its enabling
Act, the Securities Industry Law, 1993
(PNDCL 333). Other relevant legislation
includes:

Securities Industry Amendment Act, Act 590 (2000)
Central Securities Depository Act, 2007 (Act 733)
Unit Trusts & Mutual Funds Regulations, L.I 1695
Securities and Exchange Commission Regulations, 2003 L.I 1728

Broadly the SEC licenses and regulates the capital market, promotes development of the securities
industry and advises the Minister of Finance and Economic Planning in matters related to the securities
industry.
In addition to approvals and licensing, a major part of the work of the SEC involves
surveillance of the market operators and enforcement of the securities industry laws. The SEC
carries out both on- and off-site surveillance of market operators. All mandatory reports are
subjected to analysis in terms of capital adequacy, client and trade documentation and relevant
disclosures. Appropriate sanctions are applied where the examination shows that there has been a
violation of any of the securities industry laws and regulations.
With the support of the Government of Ghana and development partners2 under the EMCB, the
SEC has undertaken the following activities to strengthen market regulation:
·
·
·
·
·
·
·

2

Reviewing all the Securities Industry Laws to remove any provisions that impede the
development of the capital market and include such provisions that will enhance the
development of the market, and bring it to international standards
Development of SEC Strategic plan
Facilitating the development of an Over-the Counter (OTC) market
Facilitating the development of a commodity exchange and warehouse receipt system
Acquiring an electronic surveillance system for the capital market
Facilitating the establishment of a securities institute and resource centre
Building and developing the capacity of staff and market operators to meet the ever
changing industry requirements.

. The World Bank, SECO, DFID, GIZ and USAID
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2.2.2

KEY CHALLENGES

In spite of the improvements in the securities industry over the years, there are still a number of
challenges that must be overcome if the Ghana market is to become internationally competitive. Key
challenges include:
·
·

·
·

Underfunding - The continued reliance of the SEC on government funding hinders its operations
because of persistent underfunding.
Staffing Issues – SEC has a staff of 42 to supervise a market of about 116 licensed operators and
35 issuers. Only about half of the total staff of 42 can be classified as professionals. The SEC
needs more accountants, lawyers, economists, finance experts, etc. Poor remuneration has not
made SEC an attractive destination for these professionals;
Training and Capacity Building – Regulation is a specialized area which requires not only an
academic qualification in a relevant area, but also a continuous upgrading of capacity to catch up
with market players. There must be enough funding to support training and capacity building;
The Securities Industry Laws – The SEC must seek parliamentary approval of the revised laws to
bring more efficiency in the operations of the securities market.

There are limitations and gaps in current trading activities that need to be reviewed:
1.
2.

3.

Commodities Exchange: There is no commodities exchange. Given the agricultural base of Ghana’s
economy, the SEC has conducted a feasibility study for a commodities market. SEC indicates that
the results of the study are positive for establishing a commodities exchange.
Derivatives and risk management: Some observers have lamented the absence of financial
derivatives in Ghana. The SIL does not include derivatives in the definition of securities.
Derivatives can only be bought or sold under the law if the Minister of Finance and Economic
Planning declared them as securities by notice in the gazette.
Short-selling: In short selling, securities borrowed from another party are sold to a third party with
the intention of buying identical assets back at a later date to return to the party from whom
they were borrowed. By this transaction there is no intention of actually transferring beneficial
ownership in the securities. While the SIL does not explicitly prohibit short-selling, short-selling is
not possible in Ghana because of the following sections in the Securities Industry Law:
·
·
·

81 (1), (2) and (3)
84 (1), (2)
122 (1), (2) and (3)

Worldwide, short-selling is allowed within prudential guidelines because it enhances liquidity and price
discovery.

2.2.3

THE GHANA STOCK EXCHANGE

Business on the GSE has improved since it opened its doors for trading in November 1990 with 9
listed equities and 3 LDMs. The following securities traded on the exchange as of December 2010:
·

·

Equity and quasi-equity:
o 35 equities
o Depository shares of one company
o Preference shares of one company
Bonds:
o One corporate bond (US dollar denominated) – HFC Series J Dollar
o 34 Government of Ghana 2-year bonds
o 4 Government of Ghana 3-year bonds
o 3 Government of Ghana 5-year bonds

GSE’s Automated Trading System and the Electronic Clearing and Settlement System became
operational in 2009. Earlier in November 2008, the GSE’s Depository System had become operational. Dealers
now have access to trading from the Exchange’s Trading Floor, Dealer offices, and through a secured internet
facility at any location.
The GSE Depository System is operated by GSE Securities Depository Company Limited, a whollyowned subsidiary of the Ghana Stock Exchange licensed by the Securities & Exchange Commission. The system
records, maintains and registers the transfer of securities by book-entry without any physical movement or
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endorsement of certificates. Implementation of the system has ushered in a new era of fast and efficient
delivery and settlement on the market.
While the GSE Securities Depository is the depository for all GSE traded securities, there is a second
depository in Ghana for all Government of Ghana securities called the Central Securities Depository (CSD).
This second depository used to be a unit in the bank of Ghana, in 2011 it become a wholly-owned subsidiary
of the Bank of Ghana.
GSE trades are settled electronically no more than 72 hours after transaction. As well, underlying
securities are also credited to the depository accounts of buying investors within the same period.
The GSE, Bloomberg Corporation and Reuters have entered into agreements under which real time
exchange data from the GSE is distributed globally. The GSE indicates that this is in line with its vision of
reaching out to investors globally and ensuring that timely and efficient trade information is available at all
times.
There is now a separate clearing house associated with the GSE for clearing and settlement of trades.
The clearing house guarantees settlement. The settlement bank is ECOBANK. It operates a Guarantee Fund.
GSE has received SEC approval to allow margin trading under certain conditions. This will involve
borrowing and lending. It is expected that traders wishing to borrow will be granted a credit line which must
be settled within three days.
Performance of the stock market
Market capitalization of the Ghana Stock Exchange was GH¢20.1 billion (US$13.5 billion) at the end of
December 2010. The volume traded was 303.6 million shares and the value traded was GH¢151.2 million
(US$101.8 million). Table 2.3 presents selected performance indicators of the Ghana Stock Exchange in recent
years. At 35, the number of listed companies on the GSE is small. While the GSE continues to make efforts to
increase the number, only two additional companies were listed in 2006, and another three in 2008. Although
no new companies were listed in 2009, there were many rights issues.
Table 2.3: Selected Performance Indicators of the Ghana Stock Exchange 2007 – 2010
2007

2008

2009

2010

Number of Listed Companies

32

35

35

35

Market Capitalization to GDP ratio %

9.7

11.9

9.6

11.3

Value of Traded Securities to GDP ratio %

0.4

0.5

0.2

0.3

Turnover Ratio

3.9

5.2

2.0

3.4

Source: World Bank, World Development Indicators.
Market capitalization to GDP ratio was 9.7% in 2007. It increased to 11.9% in 2008 but dropped to
9.6% in 2009. In 2010, it increased to 11.3%.
The Ghanaian Trade-GDP ratio was 0.4% in 2007. It increased to 0.5% in 2008. In 2009, it
plummeted to 0.2%. In 2010, it increased to 0.3%.
Like all stock exchanges, returns on the GSE have been volatile in recent years. As an example, the
GSE Composite Index, which is a value–weighted index of all listed shares gained 31.84% in 2007, 58.06% in
2008, but lost -46.58% in 2009 and gained 32.25% in 2010. These may be compared to changes in average
annual returns of Treasury Bills and inflation rates, which are presented in Table 2.4.
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Table 2.4: GSE All-Share Index Returns, Average 91-day Treasury Bill returns and Average Annual
Inflation Rates

2007

2008

2009

2010

GSE Composite (i.e.
ALL-Share)

31.84%

58.06%

-46.58%

32.25%

91-Day Treasury bill

9.96%

18.16%

25.45%

11.89%

Inflation

10.7%

16.5%

19.3%

10.71%

Market Integration
Currently, the GSE is not integrated with any other market. The securities companies Anglogold,
Golden Star Resources & Tullow are cross-listed on the GSE. Current plans to integrate the three ECOWAS
stock exchanges envisage a system whereby brokers on the various exchanges can trade on all three
exchanges.

2.2.4

THE BOND MARKET

After equity trading started on the GSE in 1990, Government issued a five-year bond, Ghana Stock
Exchange Commemorative Registered Stock 1995, in a bid to initiate bond trading on the GSE. Later, the
Home Finance Company, now HFC Bank Limited, issued a number of medium-term US Dollar and sterling
denominated bonds which have all matured.
A five year Medium Term Note issued by the Standard Chartered Bank (SCB) matured in 2008.
Unfortunately, no other corporate bonds have been issued. Government has however issued 3-year and 5year bonds, while 2-year bonds are issued weekly. New issues are made available frequently. In general, there
is hardly any secondary trading activity in the Government or HFC bonds listed on the GSE.
Worldwide, the bond market is an important segment of the capital market and provides borrowers
with long-term capital. To the investor, bonds provide a relatively more secure investment compared to
equity. Bearing this in mind, the immediate concerns for the bond market are to: i) promote issuance of
corporate bonds, and ii) increase secondary trading in both corporate and government bonds.

2.2.5

THE MONEY MARKET

The money market involves debt instruments with a maturity of one year or less. Money market
instruments in Ghana include:
·
·
·
·
·

the interbank market
Treasury Bills
re-purchase agreements
commercial paper
negotiable certificates of deposit

In the interbank market, banks buy and sell overnight and short-term funds among themselves to
manage their liquidity positions. It is estimated that the market averages GH¢200 million (US$140 million)
daily. Also evolving is an interbank foreign exchange market. It is estimated that on a daily basis, Ghanaian banks
sell about US$50 million worth of foreign exchange to Ghanaian companies.
The most popular money market instrument is the Treasury Bill. The value of weekly sales of
Government of Ghana Treasury Bills and Notes (up to one year) for the first six months of 2010 ranged
between GH¢110 – 208.5 million . Some secondary trading and discounting takes place among primary
dealers.

2.2.6 INVESTMENT MANAGEMENT
The investment management industry in Ghana is relatively new. Investment management funds in
Ghana consist of funds managed by SSNIT, provident and endowment funds, collective investment schemes
such as unit trusts, mutual funds and privately managed funds, including funds managed under Tier 2 and Tier 3
of the recently promulgated pension law (2008). The Securities and Exchange Commission (SEC) licenses and
regulates the fund management industry.
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2.3

THE PENSION INDUSTRY

Until the National Pensions Act, 2008 (Act 766) was promulgated, the Social Security Law, 1991,
governed pensions in Ghana. Under the old law all employers in Ghana were to contribute a mandatory 17.5%
of each employee’s salary to SSNIT, (12½% by the employer and 5% by the employee). Besides SSNIT, a few
private pension schemes sponsored by employers existed.
At the end of 2010, 900,332 employees working at 34,360 establishments were listed as contributors
to the scheme. They contributed a total of GH¢576.8 million (US$391.4 million). The size of the fund then was
GH¢2.98 billion (US$2.21 billion). The number of pensioners was 107,312. SSNIT processed benefits for
entitled persons in 42 days on average, against its own target of 21 days.
The new law increases pension contributions in the name of employees to 18.5% of employee salary,
of which the employer contributes 13% and the employee 5.5%. The provisions of the new law are:
·

·
·

2.3.1

Tier 1 Mandatory Contribution. Basic State Social Security Scheme fully funded to be
administered by SSNIT. SSNIT receives 13.5% out of 18.5% of employee salary as contributions
to pay ‘periodic’ monthly and other pension benefits such as survival and individual benefits.
SSNIT passes on 2.5% out of the 13.5% that it receives to the National Insurance Scheme, leaving
it with 11%.
Tier 2 Mandatory Contribution. Privately-managed occupational pension scheme to pay mainly
lump sum benefits (5% out of 18.5% of employee salary as contributions).
Tier3 Voluntary Occupational and Personal Pension Scheme. The Act offers tax incentives for
long-term savings that are allowed to build up. The informal sector falls under Tier 3.

TRUSTEES AND CUSTODIANS

The law provides for Trustees as managers of the Tier 2 and Tier 3 schemes. They may be assisted by
fund managers and custodians, who may be banks, insurance companies, or non-bank financial institutions.
Trustees are to provide professional indemnity to the National Pensions Regulatory Authority (NPRA), while
custodians provide performance guarantees up to the value of assets under management.
NPRA will license trustees and register fund managers and custodians for pension plans. Entities can
only play one of the three roles (trustee, fund manager or custodian) for a particular pension scheme.

2.4

INSURANCE INDUSTRY

The insurance industry in Ghana is governed under the Insurance Act, 2006 (Act 724). Under the law,
the apex regulatory body is the National Insurance Commission (NIC).
As at December 2010, the insurance industry was constituted as follows:
·
·
·
·
·
·
·

23 Non-Life companies,
17 Life companies,
2 Reinsurance companies ,
47 Broking companies,
One reinsurance broking company,
One loss adjusting company, and
4,000 (approx) tied active insurance agents.

Under Ghanaian law, no entity may undertake both life and non-life business.
Table 2.5 shows how the business of the industry has grown over time. The growth rate of total
premium income was 27.6% in 2007, 32.7 in 2008, 23.2 in 2009 and 33.0% in 2010. So far, the bulk of the
industry premiums have come from the non-life sub-sector. However, the growth rate of the life sub-sector is
much higher than that of the non-life sub-sector reflecting the much higher potential of this sub-sector. The
growth rate of non-life premiums was 23.9% in 2007, 31.6% in 2008, 18% in 2009 and 23.0 in 2010. For life
premium the growth rate was 36.1% in 2007, 35.1 in 2008, 34% in 2009 and 52% in 2010. If these trends
continue, sooner or later the life sub-sector will outperform the non-life sub-sector.
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Table 2.5: Insurance Total Industry Premiums (millions of GH¢)

2004

2005

2006

2007

2008

2009

2010

Gross
premiums

92.6

122.3

164.2

209.5

278.3

342.9

458.7

Non-life
premiums

70.3

91.1

114.6

142.0

187.0

220.7

271.6

Life
Premiums

22.3

31.2

49.6

67.5

91.2

122.2

187.0

The premium income distribution of the insurance industry by class of business shows that in 2010
the premiums were motor: GH¢123.9 million (27%) accident GH¢71.8 million (15.7%), marine GH¢13.6 (3%),
fire GH¢56.2 million (12.3%), life/health GH¢187.0 (40.7%) and other GH¢6.0 million (1.3%)
The share for the motor business has decreased over the period. There were 35.9% in 2006, 32.9% in
2007, 32.8% in 2008, 30.9% in 2009 and 27% in 2010. For life/health business the share has increased over the
years. They were 30.2% in 2006, 32.2% in 2007, 32.7% in 2008, 35.7% in 2009 and 40.7% in 2010. The figures
show that while in the earlier years motor business exceeded life/health business, the reverse was the case
towards 2010.
The insurance industry in Ghana is small relative to the banking industry. The following table
illustrates the figures for 2008, 2009 and 2010. In mature markets, the reverse is the case. That is, total assets
of insurance companies exceed
Table 2.6: Total Assets of Banks and Insurance Companies
total assets of banks.
(GH¢millions)
The Ghanaian picture
Industry
2008
2009
2010
is typical of the situation in nonmature
markets,
including
Insurance Industry
599
723
949
China. Worse, the rate of
Deposit Money Banks 10,415.7
14,058.3
17,243.7
growth of insurance assets is
lower than the rate of growth
of bank assets. The challenge for Ghana is to take steps to increase the asset base of Ghanaian insurance
companies.
For the reinsurance sub-sector, the gross premium for non-life was GH¢52.7 million at the end of
2010. The growth rate was 19.9% in 2007, 39% for 2008, 6.3% in 2009 and minus 7% for 2010. The gross
premium for life was GH¢1.68 million for 2010. The growth rate was minus 33.9% for 2007, 113.6% for 2008,
32.1% for 2009 and 9.0% for 2010.

2.5 CROSS-COUNTRY COMPARISON OF SECURITIES AND INSURANCE
INDUSTRIES IN AFRICAN AND NON-AFRICAN COUNTRIES
SECURITIES
Table 2.7 compares the Ghanaian securities industry to a selected group of African countries and
some Asian countries. In terms of number of listed domestic companies, Ghana is among the smallest listed in
the table. While not the worst performing among the African countries cited here, Ghana’s securities industry
trails behind other emerging markets.
Scores on which the Ghanaian market performs below many others in African and Asian countries
include market capitalization to GDP ratio, value of traded securities to GDP ratio (Trade-GDP) and value of
traded securities to market capitalization ratio (Turnover ratio).
The Ghanaian market capitalization to GDP ratio was 11.3% in 2010. This compared with 46% for
Kenya, 26.7% for Malawi and 278.4% for South Africa. The Ghanaian Trade-GDP ratio was 0.3% in 2010. The
ratios were 0.4% for Malawi, 3.5% for Kenya and 93.5% for South Africa.
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The Asian countries generally by far out-perform the African countries. Only South Africa had
performance indicators in the ranges of the selected Asian countries. The market capitalization as percent of
GDP was 93.5% in India, 172.6% in Malaysia and 78.8% in the Philippines. The value of stocks traded as percent
of GDP was 61.1% in India, 37.9% in Malaysia and 13.4% in the Philippines. The turnover ratio was 75.6% in
India, 27.1% in Malaysia and 22.6% in the Philippines.

Table 2.7: Selected Indicators of the Capital Markets Activities (2010)

African countries
Ghana
Botswana
Cote
D’Ivoire
Kenya
Malawi
Mauritius
Nigeria
South
Africa

Listed
Domestic
Companies

Market
Capitalization as %
of GDP

Value
of
stocks traded
as % of GDP

Turnover ratio

35
21
38

11.3
27.4
31.2

0.3
0.9
0.6

3.4
3.5
2.0

53
14
86
215
360

46.0
26.7
66.9
26.3
278.4

3.5
0.4
3.7
2.7
93.5

8.6
1.5
6.4
12.5
39.6

93.5
172.6
78.8

61.1
37.9
13.4

75.6
27.1
22.6

Asian countries
India
4987
Malaysia
957
Philippines
251
Source: World Bank website, accessed June 2010.

Table 2.8: Market Penetration (Gross
Premiums/GDP), 2008 & 2010 ( Ghana –using the real
GDP as a basis for calculation)
Country
Market
Penetration
2008
2010
Uganda
0.6%
Nigeria
0.5%
Kenya
2.5%
2.8%
South Africa
15.3%
14.8%
Ghana (Rebased GDP)
1.58%
1.89%
companies currently offer micro insurance in Ghana.

Insurance industry gross premiums
collected in Ghana in 2008 was US$200 million,
(US$244 million in 2009) compared to US$84
million for Uganda. Of the Ugandan figure, 91%
was non-life premiums. The corresponding
Ghanaian figure was 68%.
Licensed companies in Uganda are 21
(14 non-life, 6 composite, 1 life). Microinsurance products are offered by 6 insurance
companies. Ghana has licensed 23 non-life and
17 life insurance companies. Four insurance

That the insurance market penetration in Ghana, defined as Gross Premiums as percent of GDP is
low is indicated in Table 2.8 by the fact that Kenyan and South African penetration rates exceed Ghana’s.

2.6

THE BANKING INDUSTRY IN GHANA

Two of the major factors that have hampered Ghana’s aspirations for faster economic development
during the past 3 decades are: 1) the banking system and 2) the savings culture. The banking system therefore
needs to be seriously looked at if Ghana’s economy is to grow at its much higher potential growth rate.
Before the challenges facing the Ghanaian banking industry are discussed, an overview of the industry is
presented.
Ghana’s banking industry is dominated by universal banks whose share of total banking industry assets
is around 90%. The industry is regulated by the following laws:
·

Bank of Ghana Act, 2002
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·

Banking Act 2004 and its Amendment in 2007

·

Payment Systems Act of 2004 to regulate payments;

·

Foreign Exchange Act of 2006 to liberalize the capital account and remove restrictions on inward
and outward investments

·

Insolvency Act 2006 to provide for the protection of creditors and debtors in cases of insolvency

·

Credit Reporting Act of 2007 to provide a legal regime for credit reporting through licensed
credit bureaus

·

Anti-Money Laundering Act, 2007 to prohibit money laundering

·

Borrowers and Lenders Act (2008) to provide the legal framework for credit, to improve the
standards of disclosure by borrowers and lenders, to prohibit certain credit practices and to
promote a consistent enforcement framework related to credit.

By the Bank of Ghana Act (2002), the Banking Act (2004) and its amendments (2007), the Bank of
Ghana is authorized to regulate, supervise and direct the banking and credit system and ensure the smooth
operation of the banking sector.

2.6.1 AN OVERVIEW OF THE MAIN BANKING SECTOR
In general, financial systems tend to evolve around banking systems and Ghana is not an exception.
The Ghanaian banking industry has seen rapid growth over the years. Features of this rapid growth include the
following:
·

the number of banks has increased from 16 to 26 in the last decade alone (2000-2010);

·

total shareholders capital for the industry has almost tripled in the last four years (31st
December 2007 to 31st December, 2010) from GH¢792 million (US$814.7813) to GH¢2.3 billion
(US$1.56 billion).

According to the Banking (Amendment) Act 2007, the categorization of banking in Ghana is as
follows: 1) Class 1 Universal Banking, 2) Class II Banking, and 3) General Banking. All the banks in Ghana are
Class 1 Universal Banks. Barclays Bank of Ghana was given a General Banking licence in August 2007 but gave
it up in 2010. There are also 135 Rural and Community Banks.
Box 1. Banking Licences Under the Banking
(Amendment) Act, 2007 (Act 738)
The Banking (Amendment) Act was enacted on June
18th 2007 and established the basis for an International
Financial Services Centre (IFSC). The Act provides for three
categories of banking license:
Class I Banking License – allows the holder to
transact domestic banking business, currently classified as
Universal Banking Licence.
Class II Banking License – allows the holder to
conduct banking business or investment banking business
with non-residents and other Class II banking licence holders
in currencies other than the Ghanaian currency, except to
the extent permitted by the Bank of Ghana for trading on the
foreign exchange market of Ghana and investment in money
market instruments. Foreign banks can now establish
branches in Ghana to undertake Class II banking business.
General Banking Licence – allows both Class I
and Class II banking business in and from within Ghana.

In spite of names such as
commercial, merchant, development and
housing banks, which suggest banking
specialization, all banks in Ghana are universal
banks doing business across all areas. The
minimum capital requirement of the main
banks which used to be GH¢7 million is now
GH¢60 million. By 31st December 2009 all
foreign banks (i.e. banks with foreign majority
ownership) had increased their stated capital
to at least GH¢60 million to meet the
minimum capital requirement. A majority of
the local banks (i.e. banks with local majority
ownership) also increased their stated capital
to GH¢60 million. Local banks, however,
were expected to achieve a minimal capital
requirement of GH¢25 million by 31
December 2010 and are expected to achieve
the minimum capital requirement of GH¢60
million by 31 December 2012.

The total assets of banks in Ghana
was GH¢17.4 billion (US$11.8 billion) as at 31 December 2010, GH¢13. 5 billion (US$9.51 billion) as at 31st
December, 2009 and GH¢10.3 billion (US$7.32 billion) on 31st December 2008. The shares of the assets at
the end of 2010 ranged from 11.9% for the Ghana Commercial Bank to 0.4% for BSIC Bank.
17

The Ghanaian banking industry is concentrated. However, the degree of concentration has been
declining over the years. The proportion of total bank assets owned by the six biggest banks declined from
85.3 % in 2000 to 69.1% in 2005, to 56.5% in 2009, and 49.9% in 2010.
Based on the high percent of assets owned by the few largest banks, it has been suggested that the
Ghanaian banking industry is oligopolistic3 implying the ability of banks in the country to set high interest rates.
Total deposits of the banks amounted to GH¢11.82 billon (US$8.04 billion) in 2010, GH¢9.46 billion
(US$6.71 billion) in 2009 and GH¢7.57 billion (US$5.37 billion) in 2008. Loans and advances of all commercial
banks in Ghana totalled GH¢6.97 billion (US$4.74 billion) at the end of 2010, GH¢6.34 billion (US$4.50 billion)
at the end of 2009, and GH¢5.71 billion (US$4.05 billion) at the end of 2008.

2.6.2

PROFITABILITY AND EFFICIENCY

The Ghanaian banking industry is profitable. Most of the banks were profitable in the past three years;
only a few banks recorded losses in those years. Total profit before tax was GH¢590.6 million in 2010,
GH¢298 million in 2009 and GH¢302 million in 2008. Profit before tax as a percentage of income for individual
banks in 2010 ranged between 51.3% and minus 45.7%. The average industry profit before tax as a percentage
of income declined from 30.4% in 2007 to 26.1% in 2008 and to 19.7% in 2009. In 2010, it increased to 28.15%.
The high profitability of the banking industry was also manifested in the high return on equity.
However, the return on equity dropped from 22.2% in 2007 to 21.7% in 2008 and to 12.1% in 2009. In 2010, it
increased to 20.44%. Individual bank’s return on equity ranged between 36.5% and minus 19.4% in 2010.
The average industry net interest margin was 6.7% in 2007, 6.6% in 2008 and 7.7% in 2009 and 12.49%
in 2010. Individual bank’s net interest margin ranged between 22.8% and 1.64% in 2010, 13.2% and 3.4 in 2009,
between 19.4% and 3.7% in 2008 and between 12.8% and 0.0 % in 2007.

2.6.3

CHALLENGES AND SPECIFIC ISSUES
Challenges and specific issues of concern that plague the banking industry include the following:
·
·

Addressing the problem of high interest rates
Dealing with the high spread between deposit and lending rates with negative real returns on
deposits.

The spread between average savings and average lending rates in Ghana has remained very wide in
most of recent years. See Table 2.9.
Table 2.9: Spread Between Average Savings
and Lending Rates
Year
Interest Rate Spread (%)
2002
25.5
2003
23.0
2004
19.5
2005
19.6
2006
19.5
2007
19.6
2008
18.25
2009
22.75
2010
21.75
Source: Bank of Ghana
·

This wide spread between savings and lending
rates has hampered Ghana’s aspirations for faster
economic development. Reforms in Ghana’s financial
sector have not led to significant improvement in banking
efficiency as reflected in the high interest rate spreads.
Additional challenges facing the banking sector are
summarized below:
1.
·
·

Achieving growth of the banking industry and
economy by improving the banking system’s ability to
intermediate funds
Addressing the shallowness of the banking industry
and low level of intermediation
Ensuring positive real returns on deposits

Increasing deposit mobilization (of funds outside the banking system) by:
o

Considering introducing deposit insurance.

o

Considering payment of interest on foreign currency deposits

3

See Buchs, T and T. Mathisen, 2005, “Competition and Efficiency in Banking Behavioral Evidence in
Ghana,” IMF Working Paper WP/05/17.
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2.
3.
4.
5.

o

Making it easier to establish the credit worthiness of SMEs in the private sector, and
of individuals.

o

Securing lending. Property lien registries exist now in Ghana, but are hardly utilized

o

Getting easier access to collateral that borrowers post at the registries

o

Establishing credibility of projected cash flows and of identity.

o

Shifting attention from collateral lending to cash flow lending.

o

Ensuring sound credit risk management

o

Attaining international standards in banking (Basel II)

o

Reviewing the new minimum capital levels for bank. It would appear that when oil
and gas production starts even the new minimum capital level may not be enough
for Ghanaian banks to be major players in the evolving industry

o

Building capacity in appraising requests for investments in new areas that will open
up with the oil and gas production

o

Dealing with increasing non-performing loans including government related debt

o

Weak enterprise wide risk management programmes.

Building regulatory capacity in the industry- Building capacity of the regulatory and supervisory
institutions in the industry and in the financial sector in general.
Financial illiteracy of the general public- Dealing with and enhancing financial illiteracy
Developing the International Financial Services Centre (IFSC) - Dealing with the failure of offshore banking take-off
Cross-country regulation of banks
· An increasing number of foreign-owned banks are being licensed in Ghana. The Ghanaian
regulator must have a way of assuring itself that all is well with the owners of these banks.
To address the first two challenges require:
o macroeconomic stability. (Ghana’s financial sector policy reforms have gone some
distance toward stabilizing the macro-economy. However, the risk of major policy
reversals especially during election years is always there and is routinely factored into
decisions by the financial institutions and their customers).
o contractual certainty backed by a credible judiciary and effective enforcement of court
rulings. (Contractual certainty implies that property rights are clearly defined, reliable
and enforceable. There is a negative attitude in the country whereby some borrowers
do not intend to repay loans even from the outset. Such an attitude creates contractual
uncertainty. Building blocks of contractual certainty include judicial reforms and
rationalization, updating and clarification of laws governing financial contracts,
streamlining of court procedures, ability to realize security; etc).
o policy and commercial transparency. (Under these come information infrastructure (i.e.
credit referencing, address system and identification cards)

Table 2.10 Indicators of Financial Depth
2007

2008

2009

2010

1.

Financial services
as % of GDP

3.4

3.8

4.3

5.0

2.

Money
supply
(M2+)/GDP (%)

22.3

23.6

25.8

26.2

3.

Domestic
&
External Credit to
private sector as %
of GDP

23.5

28.0

26.0

25.9

Source: World Bank, World Development Indicators.

These should be the foundations of
the financial system in the country
and the key components in moving
toward an efficient and effective
financial system.
Table
2.10
presents
indicators of financial depth in Ghana.
The figures show that Ghana’s
banking sector is still shallow.
Ghana’s financial service as percent of
GDP was 3.4% in 2007, 3.8% in 2008,
4.3% in 2009 and 5.0% in 2010.
Another

indicator

of
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financial depth, Ghana’s broad money (M2+) as percent of GDP ranged between 22.3% in 2007 to 26.2% in
2010.
A third indicator of financial depth, Ghana’s credit from domestic and external sources to its private sector
was 23.5% in 2007, 28.0% in 2008, 26.0% in 2009 and 25.9% in 2010.

2.6.4

CROSS-COUNTRY COMPARISON OF BANKING

In terms of aggregate banking depth, Ghana is similar to most African countries in the sense that it is
shallow. Some of this shallowness can be related to low income. Other factors contributing to the shallow
depth of African banking systems are low population density and informality of the economies.4
The percentage of adult population with bank or bank-like accounts in Ghana is about 34%. The
African average is less than 20%. This percentage is lower than in other developing regions. Within Africa,
however, the percentages of
Box 2. Banking Depth
adult population with bank or
Banking depth is generally measured by reference either to deposit bank-like accounts are high in
resources mobilized by the system or by credit extended. Although these Botswana, Mauritius, and
two measures of depth are closely correlated, there are differences, both in South Africa.
terms of their influence and in terms of measurement.
Table 2.11 states
The deposit side is central to the analysis of monetary policy, that in 2010, compared to
inasmuch as it measures an important component of liquid spending power Ghana’s figure of 26.2%,
in the economy, and fluctuations in money and bank deposits may help broad money as a percent of
predict inflation. However, it is the level of bank credit to the private sector GDP was 34% for Cote
that is most closely correlated with medium-term growth and poverty D’Ivoire, 36.7% for Nigeria,
reduction, essentially because that measure captures the degree to which 40.4% for Botswana, 45.5%
banks are channelling society’s savings into productive uses.
for Kenya and 75.6% for
The Ratio of Liquid Liabilities to Gross domestic product is a broad South Africa. For the Asian
measure of monetary resources (currency plus demand and interest-bearing countries, the ratios are
liabilities mobilized by banks and near-bank intermediaries) relative to 58.4% for the Philippines,
69.6% for India and 134.3%
economic activity.
for Malaysia.
The ratio of private credit to GDP gets us closer to the growth
potential of financial intermediation by measuring the claims of financial
institutions in the private sector relative to economic activity.
Table 2.11 Broad Money (M2+) as Percent of GDP, 2007 - 2010

African Country
Ghana
Botswana
Cote D’Ivoire
Kenya
Malawi
Mauritius
Nigeria
South Africa
Non-African Country
India
Malaysia
Philippines

2007
22.3
37.4
27.0
38.7
15.4
91.6
22.5
74.8

2008
23.6
38.9
27.8
39.6
19.7
93.6
30.1
78.8

2009
25.8
47.5
29.9
41.0
23.5
111.2
38.1
80.6

2010
26.2
40.4
34.0
45.5
24.8
102.8
36.7
75.6

64.5
125.0
57.8

69.9
118.1
56.7

71.0
140.7
59.6

69.6
134.3
58.4

Source: World Bank, World Development Indicators

4

. Offshore deposit accounts explain some of the missing deposits, and an apparent inability of banks
to find enough safe lending opportunities shows up in the low credit numbers.
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Table 2.12 states that the ratio of domestic credit to private sector as percent of GDP in Ghana was
14.5% in 2007, 15.9 in 2008, 15.7% in 2009 and 15.2% in 2010. The table also states that in 2010, the ratio was
23.4% for Botswana, 29.4% for Nigeria, 33.8% for Kenya, 87.8% for Mauritius to 145.5% for South Africa.
For the selected non-African countries, domestic credit to private sector as percent of GDP ranged
between 29.6 Philippines, 49% for India and 114% for Malaysia.
One World Bank study found that the ratio of private credit to GDP averaged 18% in Africa,
compared to 30% in South Asia and 107% in high-income countries. The ratio of private credit to GDP
averaged 11% in low income countries in Africa but 21 % in low-income countries outside Africa. Given the
importance of private sector credit for economic growth, finding effective ways of ensuring that the banks
channel more of their resources to the domestic private sector is important for financial sector development.
In Africa, the banking system allocates more of its resources to liquid assets and lending to government than
do systems in other regions, thus implying a lower share of credit allocated to the private sector.
Table 2.12 Domestic Credit To Private Sector as Percent of GDP, 2007 - 2010
African Country
2007
2008
2009
Ghana
14.5
15.9
15.7
Botswana
20.0
20.8
25.9
Cote D’Ivoire
16.1
16.3
17.3
Kenya
26.9
29.9
30.3
Malawi
10.9
11.9
14.2
Mauritius
75.0
84.8
82.8
Nigeria
25.3
33.9
38.6
South Africa
162.0
145.8
147.8
Non-African Country
India
44.8
49.0
46.8
Malaysia
105.3
100.3
117.0
Philippines
28.9
29.1
29.2
Source: World Bank, World Development Indicators

2010
15.2
23.4
18.1
33.8
16.0
87.8
29.4
145.5
49.0
114.9
29.6

Access to Banking
Access to banking is low in Ghana and Africa generally. Numerous factors contributing to low access
percentages include low population densities and communications and transportation deficiencies. These
increase the cost of banking. Tables 2.13, 2.14 and 2.15 present data on financial access: commercial banks,
financial access: microfinance institutions and 3) outreach: ATMs and POS terminals for selected African and
non-African countries, respectively. The data shows that Ghana does relatively well. However, South Africa,
Botswana and Zambia do significantly better than Ghana. The non-African countries do better than the African
countries.
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Table 2.13 Financial Access: Commercial Banks
AFRICAN
COUNTRIES

Deposits

Loans

Outreach
Branches per 100,000 adults

Accounts
per
1,000
adults

of

Average
Account
Value (% of
income per
capita)

Accounts
per 1,000
adults

Value (% of
GDP)

Average
Account
Value (% of
income per
capita)

30.19

95.00

14.61

103.91

38.99
39.49

178.49
193.74

212
.08
75.48

27.77
27.08

642.80

4.38
5.11

319.05
119.88
159.93

16.52

18.45
28.36
95.96

2,084.29

173.21
27.59

27.94
31.69
92.92
28.94
19.01
18.52

215.18
1,248.90

25.21
17.81

12.88
11.13

1,001.65
1,163.23

2.16
6.42
8.00
1.84
2.25
3.64

747.29

55.03

107.76

137.46

40.93

2,063.33

105.45

72.96

963.60

113.16

Singapore
2,236.25
280.88
151.53
914.55
Thailand
1,448.84
79.58
70.38
272.45
Philippines
499.10
48.61
148.21
U.K.
2,923.25
61.32
25.44
USA
2,021.89
43.91
27.30
Canada
117.79
Source Financial Access 2010. The State of Financial Inclusion through the Crisis

213.43
87.25
26.27
80.64
44.81
95.18

436.
09
167.
64
281.55
410.33

Benin
Botswana

99.85
479.36

Kenya
Ghana

381.62

Malawi
Nigeria
South Africa
Tanzania
Uganda
Zambia
NON-AFRICAN
COUNTRIES
India
Malaysia

332.61
16.443
461.21
839.13

Value (%
GDP)

Total

Urban

2.89
8.00

Rural

5.78

2.22

1.10

1.06

2.25
2.58

1.06

11.44

9.55

1.89

10.54
11.04
11.81
20.74
36.33
24.11

10.54
3.707.34
4.33

7.48

26.64

9.69

10.11

22

Table 2.14 Financial Access: Microfinance Institutions
Deposits

Loans

Outreach
Branches per 100,000 adults

AFRICAN
COUNTRIES

Accounts
per 1,000
adults

Value (% of
GDP)

Average
Account
Value (% of
income per
capita)

Accounts per
1,000 adults

Value (% of
GDP)

Benin
174.07
22.10
Botswana
3.97
0.71
0.23
Kenya
8.00
3.06
669.55
5.97
Ghana
2.00
Malawi
Nigeria
34.00
South Africa
0.04
Tanzania
Uganda
22.52
0.12
10.75
8.07
Zambia
0.17
0.01
124.03
53.47
NON-AFRICAN
COUNTRIES
India
Malaysia
19.03
Singapore
Thailand
Philippines
8.41
0.02
3.73
U.K.
USA
Canada
Source Financial Access 2010. The State of Financial Inclusion through the Crisis

0.13
1.16

Average
Account
Value (% of
income per
capita)
6.19
36.68

0.17
0.57

Total

Urban

4.55
1,11
0.02
3.17

0.08

1.03

0.47
1.39

0.18

0.04

0.43

2.87

0.33
0.58

79.85
20.22

0.47
1.56

0.22

16.17

1.55

0.02

Rural

0.47
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AFRICAN
COUNTRIES
Benin
Botswana
Kenya
Ghana
Malawi
Nigeria
South Africa
Tanzania
Uganda
Zambia

Table 2.15 OUTREACH: ATMs and POS Terminals
Automated Teller Machines
Point of Sale Terminals
Per
Per 1,000 sq km
Per 100,000
Per 1,000 sa km Per 1,000 sa
100,000
adults
km
adults

21.46

0.48

288.68

6.43

4.77
2.65

3.00
2.16

4.44

3.61

52.41
3.44
3.29
6.35

14.55
0.91
2.69
0.58

89,086.84
16.14
4.53
13.11

24,728.07
4.28
3.71
1.20

NON-AFRICAN
COUNTRIES
India
7.29
19.08
67.06
Malaysia
53.99
31.07
1,063.09
Singapore
49.83
2,901.31
2,091.42
Thailand
71.32
73.42
Philippines
14.25
28.37
U.K.
122.84
257.07
2,330.70
USA
175.69
46.39
Canada
218.55
6.66
2,556.01
Source Financial Access 2010. The State of Financial Inclusion through the Crisis

175.55
611.81
121,764.90
4,877.44
77.93
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Interest Rate Spreads
Intermediation spread (the gap between average deposit and average lending rates) or the
intermediation margin (net interest income as a percentage of total earning assets) are often taken as measures
of banking efficiency or inefficiency. In interpreting these numbers, one must note that the difference between
interest received and interest paid by the banks goes to pay for staff and other non-interest costs and to make
provision for losses, as well as to contribute to profits. Thus, a high spread could result from factors such as a
higher risk of default.
African banking systems tend to have higher net interest margins than banks in many other parts of
the world. On average, the net interest margin in African banks between 2000 and 2004 was 800 basis points,
compared with 480 basis points in the rest of the world. However, banks in many Latin American and Eastern
European countries have margins at least as high as African banks do. One study found the interest margins for
the six biggest banks in Ghana ranged between 2000 basis points and 2400 basis points for the 2001 to 2006
period.

Table 2.16: Interest Rate Spread, Selected African and
Non-African Countries, 2008

Using more recent data (2008
data except where 2007 is written), Table
2.16 shows that the African countries had
higher interest rate spread compared to
the non-African countries. The figures for
African countries ranged between 3.5% for
South Africa and Nigeria, to 9.8% (2007)
for Uganda, 12.5% for Zambia, 21.7%
(2007) for Malawi and 22.1% for Ghana.
For the non-African countries, the interest
rate spreads ranged between 3% (Malaysia)
and 5% (Singapore)

African
Country

Interest Rate
Spread, 2008

Non-African
Country

Interest Rate
Spread, 2008

Benin

n/a

India

n/a

Botswana

7.9%

Malaysia

3%

Kenya

8.7%

Singapore

5%

Ghana

22.1%

Thailand

4.6%

Malawi

21.7 (2007)

Payment and Settlement Systems

Nigeria

3.5%

South
Africa

3.5%

Tanzania

6.9%

Uganda

9.8% (2007)

Zambia

12.5%

The Bank of Ghana and the Ghana
Association of Bankers agreed in 2007 to
establish the Ghana Interbank Payments and
Settlement System (GhIPSS). It became
operational soon after as an independent
entity responsible for the different
components of Ghana’s payment and
settlement system infrastructure. It
includes:

·
·
·
·
·
·

The National Switch (the Common Platform)
Biometric Smart Card
Cheque Clearing
Codeline Cheque Truncation
Real Time Gross Settlement System (RTGS), and
Automated Clearing House

The system provides Ghana with an efficient, robust and modern payment system infrastructure.
The GhIPSS has the potential to significantly reduce the usage of cash for business transactions and
move the economy towards electronic payments, with the National Switch allowing ATM interoperability
between banks. The system would extend services to the unbanked and underbanked segments of the
population. It would allow banks, savings and loans companies, and other financial and non-financial institutions
(such as Government, Universities, Cocobod, SSNIT, NHIS, large enterprises, hospitals, public transport, etc)
to deploy products for the banked and unbanked that they have thus far been unable to do. The biometric
smartcard for example, is designed to function in locations without electricity and telecommunication
equipment and eliminates the need to have basic literacy and numeracy to operate a bank account, and it also
offers protection against fraud.
The cost of electronic transactions should also fall as banks would be able to pass on the advantages
of economies of scale to be derived from this cooperative effort.
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The Cheque Codeline Clearing (CCC) system is funded by MiDA. All banks are on board and CCC
has been rolled out countrywide. Nationwide, there is now only one cheque clearing centre, instead of the
previous eleven (11) clearing centres. This brings with it the advantages of uniformity, economies of scale, etc.
e-Zwich is the brand name for the common platform (the National Switch) that links the payment
systems of all banks, savings and loans companies and rural banks in Ghana. The e-Zwich smartcard is a new
and very secure way of paying for goods and services throughout the country based on biometric (finger print)
identification. e-Zwich allows smartcard holders and merchants to upload funds to spend and settle various
transactions online and offline. Over 496,538 e-Zwich cards had been issued by the end of 2010. All banks had
signed on, and public education has been on-going. Using the biometric search engine of e-Zwich, the
biometric features of persons with e-Zwich cards are easily matched against features of persons who have
applied for bank loans and accounts under different aliases. This provides an avenue for detection of persons
using many aliases to obtain different bank accounts, loans and even passports.

2.7

DEVELOPMENT FINANCING

Development finance reflects financing arrangements usually promoted and funded by governments to
direct capital to critical sectors of the economy which are unable to attract market-based financing because of
risk or unavailability of appropriate instruments. There are no pure development finance companies operating
in Ghana presently. Banks that started as purely development finance companies (Agricultural Development
Bank and the National Investment Bank) are now licensed as universal banks and operate as such. Therefore
development finance activities of providing medium and long term credit to the agricultural, housing,
construction, industrial sectors, are limited to what is available in the banking system. A major challenge is how
to channel capital to sectors with long-term economic and social impact but currently unattractive to the
universal banks.

2.7.1. AGRICULTURE
Agriculture in Ghana has a great potential to contribute to economic development. Although just
about 20% of the country’s arable land is farmed, the sector employs about 60% of the workforce and
accounts for almost 40% of economic activity (as measured by gross domestic product). However, agriculture
has been facing severe challenges including very low lending to the sector and a low investment by both public
and private sectors. Government's budgetary allocation to the sector as a percentage of total discretionary
budgetary spending has declined steadily over the past thirty years to a level of about 2% which is inadequate
as Ghana's medium and long term development strategies emphasize modernization of agriculture as a basis
for industrialization and a driver of accelerated economic growth. The situation is inadequate also because
Ghana is a signatory to the declaration of the Maputo Treaty that seeks to allocate 10% of member countries
annual budget to the agricultural sector. The constraints and challenges to agricultural finance in Ghana are
many and have not changed much over the years. They include the following:
Lack of Sustainable Medium to Long-term funds at Acceptable Interest Rates:
There is lack of sustainable flow of medium to long-term credit for the agriculture and allied sector activities5
at acceptable interest rates. Bank credit generally is mostly short term and much is for commercial activities.
The flow of medium to long term credit to the agricultural sector for investment is shallow and intermittent,
being made available from time to time through projects. Many of these credit facilities are donor funded and
are to facilitate the purchase of equipment from the donors’ countries.
Lack of Access to Funds by Many Agricultural Value Chain Actors Due to Inability to Meet Banks’ Requirements
Necessary to Secure the Funds
A major reason why lending to the agricultural and allied sectors is low is because many agricultural value
chain actors are not able to meet banks’ requirements necessary to secure funds. These include meeting
banks’ collateral and other risk mitigation requirements. In this respect, policy measures that will enable banks
and other financial institutions to exercise their rights under collateral agreements without going through long
court processes will enhance the access of agricultural value chain actors to secure funds. Lack of audited

5

Allied sector activities here include processing, manufacturing, transport to farm gate, etc.
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financial statements and unavailability of credit bureau information which can be accessed across financial
institutions has also been another factor.
Lack of proper appreciation of agriculture by some banks and their inability to deal with the inherent or Sometimes
Exaggerated Risks
Agriculture generally, especially rain-fed agriculture, is a risky business. This is one main reason why many
banks stay away from lending to value chain actors in the agricultural sector. However, some banks lack the
capacity to structure loans to the agriculture sector to mitigate their risk.
The Government has included in its budget some of the measures that make agriculture less risky.
These include the rehabilitation and development of irrigation facilities, the use of less risky crop varieties and
the application of science and technology to reduce real investment risk, the provision of storage, pooling
systems as well as cooling systems, processing facilities that can reduce post harvest losses, the provision of
tractors and other appropriate machinery and equipment for reducing the drudgery of agriculture and planting
and harvesting at the optimum time, basic infrastructure such as rural roads, and improved connection to
reliable market outlets that can also reduce post harvest losses. Some of such measures have been included in
the agricultural projects and programs in the budget and in the Government’s special agricultural programs
such as the Youth Programme and the Savannah Accelerated Development Programme. What needs to be
done is for the government to expand these measures and for the private sector farmers to be encouraged
and assisted to adopt more of these measures.
The above physical facilities and measures, however, have to be supplemented by financial sector
measures in order to make agriculture less risky and reduce the perceived risk of agriculture to banks, thereby
making agriculture more amenable to lending by financial institutions. These financial sector measures include:
agricultural lending and particularly bank lending that mitigate the riskiness of agriculture, bank monitoring of
agricultural and allied sectors borrowers and loan recovery at the right time of the agricultural cycle in order
to enhance repayment of loans and introduction of well-defined credit facilities or products for different
segments of the value chains for similar categories of crops or activities. It also calls for specialized training of
banks and other financial institutions by Government supported programmes in order to make them more
capable in lending to the agricultural sector.
Lack of Easily Accessible Venture Capital Funds Especially for Agribusiness
Generally, there has been lack of easily accessible venture capital funds, especially at the agribusiness
end of the agricultural value chain actors. Venture capital funds are now being introduced into the Ghanaian
financial sector. The venture capital funds may be able to provide equity funding to the agribusiness sector in
the country.
Land Title Registration
Land title registration is a constraint to lending to the agricultural sector. If the procedures for land
title registration are not made efficient, farmers will have difficulty using their core asset as collateral for loans.

2.7.2

HOUSING FINANCE

The Ghana Real Estate Developers Association (GREDA) estimates that about 25,000 to 40,000
housing units are put up in Ghana every year. It has been estimated that the housing deficit is between
500,000 and 1 million units and that in order to keep the housing deficit from worsening the country needs to
construct about 130,000 housing units per year. The acute housing problem in Ghana is the result of failed
policies, rapid urbanization, population growth and inadequate housing finance. The situation is exacerbated by
poor and conflicting planning laws. As a reflection of these, between 1985 and 2000, the built up area in Accra
increased by 300 percent while the city’s population increased by 66 percent.
The challenges of housing finance include the following:
Problems with Government Housing Finance
Attempts by many African governments to address the dearth of housing finance over the years with
government-owned housing finance intermediaries resulted in skewed allocations of subsidies to a small
number of well-connected borrowers. As with other state-owned development finance institutions many of
these institutions eventually became insolvent and had to be bailed out – as in Ghana, Cote d’Ivoire, Niger,
Rwanda, Tanzania, and elsewhere.
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Dearth of Housing Finance
Despite the government’s housing programmes, there is dearth of housing finance in the country.
Ghana, like most African countries lend very little for housing. Illustrative of the limited availability of term
finance is the lack of housing finance in most African economies. Although the stock of housing finance in
Namibia and South Africa comes to 18 to 20% of GDP, the figures for other countries are no more than 2%
(Mali, Rwanda, Senegal) or even 1% (Ghana, Tanzania, and Uganda). This figure is not only small in relation to
GDP but also as a percentage of total private credit. On the housing purchase side, the little housing finance
which is available is mostly geared to the middle and upper income classes. On the housing supply side,
presently home developers are faced with a number of challenges: lack of capital to finance their building
activities, and the risk that products they pre-finance will not be purchased in time due to inability on the part
of individuals to fund purchases. To deal with the latter, increasingly, most developers require that individual
buyers pre-finance housing development, thereby making it possible for private developers to finance their
production and reduce the risk of failing to sell the product.
Sources of Home Owner Finance in Ghana
The two main sources of home owner finance in Ghana are informal financing and mortgage
financing. Most homes are acquired through informal financing – i.e. household savings – which are relatively
small and irregular, resulting in slow incremental housing construction (so called “build-as-you-earn” approach)
with attendant high cost.
The other source of home owner finance in Ghana - mortgage finance - involves borrowing to acquire
a house. Such loans are normally backed by a charge over the house in favour of the lender. A sustainable
mortgage finance system is one that is broadly accessible, is funded by agents better able to bear the risk of
mortgage loans and is profitable. The traditional system for financing the acquisition of homes involved a
financial intermediary such as a bank, building society or insurance company to take deposits from the public,
originate mortgage loans, retain the loans in its portfolio of assets, and service the loans (i.e. collect payments
and take legal action if payments were not made).
Many middle-class Ghanaian households have stable and secure incomes and could afford to service
long-term mortgages that are sufficient to pay for good housing. Instead, the very limited availability of longterm mortgage finance leaves far too many in the unsatisfactory situation of having to construct, expand or
improve their houses only on the “build-as-you-earn” basis, with the inefficiencies and deferrals that that
entails. Lack of well-functioning mortgage markets is one of the major causes of poor housing quality in Ghana,
as in other developing countries. Mortgage housing finance can make a lumpy investment into the building,
renovation, or expansion of a house more affordable by spreading the costs forward over time (instead of
backward relative to the time of the owning of the house by saving over time prior to the building, renovation
or expansion). Mortgage finance can also provide a suitable investment to match the long-term liabilities
accumulated by pension funds and insurance companies.
Numerous impediments hold back housing finance in Ghana as in Africa and the other developing
regions generally: macro-economic instability, deficient property rights systems and markets, and lack of
proper funding mechanisms. Although damaging for most financial contracts, high inflation is ruinous for the
mortgage market.

2.7.3

VENTURE CAPITAL AND PRIVATE EQUITY FUNDS

Ghana’s nascent venture capital and private equity funds industry is operated by a few private venture
capital and equity funds. Generally speaking, local investors do not find investment in venture capital and
equity funds attractive. As a result, venture capital and private equity funds are mostly set up by international
development finance institutions.
To promote a vibrant venture capital industry that provides equity and quasi equity funding to SMEs,
the Government in 2004 set up the Venture Capital Trust Fund (VCTF). The Government’s vision in setting up
the VCTF was to jumpstart the establishment of a venture capital industry by providing tax incentives and soft
matching funds to privately owned venture capital finance companies. At the start of operations in 2006,
government made available to VCTF US$22 million as an endowment fund. These were monies accrued under
a special levy on bank profits (25% of National Reconstruction Levy), but which was discontinued.
As of December 2010 the total capitalization of the venture capital industry supported by VCTF
stood at GH¢93.8 million. VCTF has been identifying various potential sources of funding for its operations to
the Ministry of Finance and Economic Planning for approval but none of these has been adopted. In 2011,
Government gave VCTF an additional GH¢5million. A further GH¢5 million will be provided in 2012.
28

The VCTF operates by partnering private sector venture funds to establish Venture Capital Financing
Companies (VCFC) to support small and medium scale enterprises. To date five such VCFCs have been
established (Activity Venture Finance Company, Bedrock Venture Finance Company, Fidelity Equity Fund Ltd,
Gold Venture Capital Ltd and Ebankese Fund Ltd.)
VCTF provides equity and quasi equity funding to SMEs through Venture Capital Finance Companies
(VCFCs) which are managed by the private sector. VCFCs are tax exempt institutions with the sole authorized
business of investing in SMEs. Funds are provided to VCFCs by VCTF in the form of either debt, equity or
both. As a prerequisite for accessing funds from the VCTF, VCFCs must have counterpart funds brought in by
the private sector to which VCTF may match at a ratio ranging from 1:1 up to a maximum of 3:1.
VCTF’s VCFCs invest in priority sectors. These currently include agriculture, agri-business,
information technology, pharmaceuticals, energy and tourism. VCTF’s financing has a terminal life of 10-12
years. Compared to VCTF funded venture capital funds, the private equity funds which are mostly regional
funds fund much bigger investments. The maximum VCTF’s VCFCs invest in individual projects is GH¢500,000;
the minimum is GH¢25,000 as they are targeted at SMEs only. Some of the private equity funds contribute
millions of dollars, (sometimes as much as US$7 million) to projects.

2.7.4

EXIMGUARANTY COMPANY

The Eximguaranty Company was setup in 1994 by the Bank of Ghana to facilitate provision of credit
through credit guarantee to banks and other financial institutions. Exim was to share risk with the banks and
other financial institutions to grant credits until the clients build up their own collateral (up to 75% of loan
limit). Exim supports medium and long term credit between 1 and 8 years.
The current shareholders are BoG, National Investment Bank, The Trust Bank and SSNIT. The capital
remains the same as the GH¢1.1 million used to set up the Company, together with the guarantee funds of up
to GH¢14 million. The Government in 2004 took up preference shares in the Company.
The total assets of banks and financial institutions in Ghana, adds up to about GH¢4.0 billion.
However Exim’s balance sheet indicates it can only manage to provide guarantees of up to an average of
GH¢120 million per annum. Exim’s role in providing credit guarantee to banks and other financial institutions
to facilitate easier and affordable finance for the SME sector has not translated into lower interest rate and
accessibility as expected. Exim needs cheaper, much larger and sustainable funding in order to perform its
function effectively.

2.8

RURAL AND COMMUNITY BANKS

The first rural bank was established in 1976. One hundred and thirty five (135) RCBs currently
operate in the country. RCBs are now regulated under the Banking Act 2004 and ARB Apex Bank Regulations.
RCBs are a positive intervention in providing much needed banking services in the rural areas. They
complement the services of the main banks. Their agencies number about 560; they account for roughly 4.5
percent of the total assets of the Ghanaian banking industry and are spread across the country. While a
number of rural banks have grown into the Ghana Club 100 category, the majority of RCBs are small. RCBs
are generally owned by members of the community in which they operate. They are not permitted to deal in
foreign exchange and cannot have clients beyond a certain catchment area. To ensure that no single individual
controls RCBs, individual ownership is limited to 30 percent of paid up capital.
RCBs have two Apex bodies, namely the Association of Rural and Community Banks (ARB) which is
mainly responsible for advocacy work and the ARB Apex Bank Ltd (Apex Bank) which is owned by the RCBs
and is licensed by Bank of Ghana as a “mini central bank” for RCBs which provides some centralized services
such as cheque clearing and cash supply, capacity building, product development and some inspectorate
services. It has regional offices from where it provides services to the RCBs.
Constraints to the growth of RCBs include lack of information and communication technology
infrastructure, inadequate internal controls, and lack of capacity by the ARB Apex Bank to supervise RCBs. By
its regulations, the ARB Apex Bank should inspect and supervise the management and operation of the RCBs
for the purpose of complementing the supervisory work of Bank of Ghana. However, the Apex Bank has not
yet performed any of these supervisory functions as it lacks the capacity to do so. Apart from the human and
technical capacity, the cost of supervision is also a factor.
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Issues confronting RCBs include lack of business activity in some of the rural areas which impedes the
mobilization of funds and lending. It has been noted that the better performing RCBs operate on the fringes of
the urban areas although some support has been given for IT connectivity, there is the need for infrastructure
and other development which will improve business activity of RCBs in the rural areas.
Poverty and lack of education are also problems associated with the rural areas and these inhibit the
deepening of financial intermediation. It is noted that members of rural bank boards of directors are mainly
appointed at the local level (with the local chief being the most eligible candidate). They therefore do not
necessarily possess the skills and competences required for these roles. This is a serious governance issue that
needs to be addressed.

2.9

SAVINGS AND LOANS COMPANIES

Savings and loans companies (as at December 2010) numbered 19. Their total assets are equivalent
to about 4.5 percent of the assets of the banking and non-banking industry. Savings and loans companies take
savings from groups and individuals, e.g. market women, butchers, weavers, carpenters and other associations.
They serve firms in the semi-formal and informal sectors and fill the gap between the informal and formal
sectors. The banks and S&L companies therefore compete for some of the SME clients.
S&Ls are supervised by the Central Bank. The legislation governing their operations is the Banking Act
2004. Under this law, S&Ls are allowed to take deposits and grant credits, and their minimum capital
requirement is higher than that of RCBs. Unlike RCBs which can have agencies but not branches, S&Ls are not
required to operate as unit entities and so may have branches. Compared to RCBs, by regulation, S&Ls must
post higher levels of reserves, liquidity of assets, and have more stringent conditions for payment of dividends
than RCBs.

2.10

CREDIT UNIONS

About 500 credit unions operated in the country as at June 2010. Credit Unions in Ghana are
currently regulated by the Co-operative Societies Decree 1968. This law governs 17 Co-operative bodies of
which the credit unions are only one. The Ghana Co-operative Credit Union Association (CUA), currently the
apex supervising body, is a voluntary body of members. Credit unions are established as voluntary
membership organisations to serve the interest of members and are owned by people with some common
interest. Their supervising institution is the Department of Co-operatives which is headed by the Registrar of
Co-operatives. Credit union members make regular savings into their accounts at the credit union which is
kept at a bank. Like regulations governing RCBs, the Co-operative Societies Decree imposes restrictions on
the kinds of investments credit unions can make as well as the reserves they should maintain. A process has
been initiated to have a separate regulation that will guide credit unions.

2.11

NON-BANK FINANCIAL INSTITUTIONS

As the name implies, a non-bank financial institution (NBFI) is any financial institution that is not a
bank. Institutions that generate their funds primarily from deposits are usually described as banks or deposit
institutions. However, in Ghana some non-bank financial institutions take deposits, though on a very limited
scale.
Non-bank financial institutions in Ghana include finance houses, mortgage finance companies, leasing
and hire purchase companies and venture capital and private equity funds.
Some development finance companies such as Eximguaranty Company, Export Finance Company and
Export Development Investment Fund are also NBFIs. Non Bank Financial Institutions operate under the Non
Bank Financial Institutions Act (2008).
NBFIs in Ghana generally serve the informal sector, which constitutes about 80% of the Ghanaian
economy. Total assets of the NBFIs in the country at the end of 2010 amounted to GH¢1,075.8 million, which
is equivalent to 5.6% of the total assets of banking and non-bank financial institutions.
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2.11.1 LEASING COMPANIES
Financial institutions in Ghana dedicated to leasing started with the Ghana Leasing Company Ltd in
1991. Before then, there was no independent financial institution focusing solely on leasing. Leasing that has
developed in some African countries, including Ghana, often were jump-started with assistance from the IFC
and other donors. Ghana presently has four independent leasing companies and many of the universal banks
also have leasing units within them. Lately, as a response to the increase in the minimum capital requirements
of Non-Bank Financial Institutions, all the original leasing companies, except Ghana Leasing Co. Ltd, have been
acquired by foreign concerns.

2.12

MICRO-FINANCE INSTITUTIONS
MFIs in Ghana include:
·
·
·
·
·

Individual Susu Collectors and Susu Companies,
Financial NGOs,
Micro-insurance companies
Micro-leasing companies
Micro-finance units of the mainstream banks.

The most common MFIs in Ghana are RCBs, credit unions, (CUs), and savings and loans companies.
Each group of institutions has its association or apex body. GHAMFIN is an umbrella organisation for the
micro-finance institutions.
MFIs provide services to the informal, semi-formal and formal sectors of the economy, using
approaches different from those of the mainstream finance institutions. Micro-finance companies provide
credit and savings services and to a limited extent micro-insurance and micro-leasing services, to very small,
(micro), enterprises as well as poor households who live and work in the neighbourhoods in which they
operate.
Eighty percent (80%) of the working population in Ghana are found in the private informal sector. The
informal sector is thriving and its demand for credit is strong. However, almost none of this demand is met by
the formal financial systems. Very small and small businesses and ordinary people have very limited access to
the services of the formal financial sector. Given the state of the Ghanaian economy, many SMEs are at the
margins of informality.
In addition to providing credit, micro-finance institutions build a savings culture which enables them
to build a stable deposit base, appropriate for a broad range of customers, and for low income people. Microfinance institutions offer the best means to reach the agricultural and rural sector with financial services.
Micro-insurance and micro-leasing companies are beginning to appear in the country’s financial
landscape. Like micro-finance institutions that provide credit and savings services, these institutions serve the
informal sector firms and the ordinary people.
A Ghana Microfinance Policy has been finalized. Naturally, FINSSP II will be enriched by the policy.
Government’s measures to provide essential and sustainable finance to enhance micro and small
enterprises development in the country through facilities such as the GH¢81 million (US$50 million) facility
through the Microfinance and Small Loans Centre (MASLOC) have been a failure with respect to sustainability.
The MASLOC facility did not stick to its original plan of channelling the funds through existing private sector
financial institutions and avoiding the fact well known to development finance experts that people see
government loan facilities as free money to be accessed and not to be paid back.
Owing to the very large share of the informal sector in the Ghanaian economy, and because of the
recent increased competition in the banking sector as more banks entered the sector, some of the banks have
returned to providing some of their services to the informal sector. However, the banks which serve the
informal sector devote a very small proportion of their funds to the sector.
The big banks generally have difficulty in reaching parts of the market in which they have not been
active before – the small farmer, the rural and urban poor, and the middle class would-be homeowner. The
major problems are the following:
·

The intermediaries have difficulty delivering their products to the poor, especially those in
remote areas.
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·
·

·

High unit costs and unsuitable product design as compared to customers’ needs. Causes of high
unit costs include the small size of the market, extremely low transaction sizes, lack of
competition.
The intermediaries have difficulty in assessing creditworthiness and enforcing contracts. Low
levels of perceived creditworthiness relate to the poor quality and scarcity of information about
individual risks as well as to the high incidence of shocks (weather, health, changes in political and
other fortunes, etc).
Weak legal, judicial, information and contract enforcement infrastructures.

Despite a newfound interest on the part of some of the banks in reaching parts of the market in
which they have not been active before – the small farmer, the rural and urban poor, the middle class wouldbe homeowner – they have to work hard to make sure that the unit costs are sufficiently low and adapt
product design to these customers’ needs.

2.12.1 SUSU COLLECTORS AND SUSU COMPANIES
Susu in Ghana is informal savings by individuals for lump-sum collection for investment in welfare,
child education, funerals, business expansion, etc. Susu activities in Ghana include the traditional individual
freelance Susu collector who goes around the village communities and urban centers collecting money from
individuals or groups of customers and making payments of accumulated amounts back to them after deducting
specified fees at the end of a specified period. Susu collectors mobilize savings from their customers at their
door step and market place where the customer(s) work(s) etc., and bank such collections daily and withdraw
the savings from the bank to pay back to the customer in bulk or part on demand within or by thirty one (31)
days after deducting one day’s savings per thirty one days of savings as service fee or as may be agreed with
the customer.6 The individual Susu collector is perhaps the most informal of all financial service providers in
Ghana. Susu services are an effective instrument for poverty reduction, helping poor people to save, increase
incomes, build assets, and reduce their vulnerability in times of economic stress.
There are variants of Susu operations but the area of most concentration is the deposit collections
and storage or savings deposits for future collection by clients described above. In this variant, a mutual
unwritten contract based on trust exists between the client and the collector. Susu activities in their various
forms have been part of traditional financial activities in Ghana. Susu is increasingly becoming an acceptable part
of the modern financial system with rural banks, insurance companies and commercial banks mobilizing savings
through the Susu methodology.
Although in 2010, about 1,500 Susu collectors are registered with BOG and the Ghana Susu Collectors
Association, it is estimated that in 2007 there were more than 4,000 Susu collectors in Ghana mobilizing
savings of about GH¢230 million at any point in time. Services range from individual freelance Susu collectors
serving a handful of clients to large agencies that serve close to 10,000 clients. Most of their clients are selfemployed poor women and men in urban, peri-urban and rural areas. They are traders, street vendors, small
farmers, service providers (e.g. hair dressers, tailors), artisans, small producers, etc. Susu collectors open the
market of financial services to increasingly poor and geographically remote clients. In recent years, many
formal companies which provide Susu services have been established. The Susu companies have been
intermediating as small savings and loan companies.
Susu members have a networking and self-monitoring body called the Ghana Cooperative Susu
Collectors Association (GCSCA). GCSCA was established in 1994 comprising individual freelance Susu collectors,
until 2006, when registered enterprises and companies were admitted into membership. The Association as at
December 2007 had 1,259 members out of which 1,048 (83%) were males and 211 (17%) were females. In
December 2007, they identified 4,050 Susu collectors. The greatest concentrations of GCSCA members were in
the Greater Accra region (25%) and the Ashanti Region (23.7%). They were followed by Western Region
(10.6%), Brong Ahafo Region (8.3%), Central Region (8.2%) and Eastern Region (8.0%).
The GCSCA as at December 2007 had a client base of 301,237 made up of 181,835 (60%) females and
119,402 (40%) males throughout the country. An amount of GH¢38,539,000 was mobilized into the banking
system in 2007.

6

It is also agreed that the collector takes the first day contribution despite the fact that the client may
not be able to complete the 31 days contribution cycle.
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The goal of GCSCA is to help members provide the full range of micro finance services in a
sustainable manner tailored to the needs of poor households in urban, peri-urban and rural areas. Default
rates are low in Susu lending intermediation and members provide social intermediation services such as group
formation, empowerment, and training in financial literacy and management.
While savings has been the original and main activity of Susu collectors, the provision of credit is
increasingly becoming their activity also. According to the Susu Service Providers Code, members of GCSCA
shall not grant loans using customers’ savings. However, most Susu collection agencies grant loans to their
clients from money collected from other clients in the Susu savings operations. This is an obviously risky
practice because borrowers have no collateral and Susu agencies and freelance Susu collectors are uninsured.
Thus GCSCA has been advising its members to source funds from other sources.
GCSCA can source funds from Government, donors, financial institutions etc for members to lend to
their customers. GCSCA Management Committee takes full responsibility for funds contracted for members
to on-lend, distributing any facility arranged according to individual members prior requests approved by the
Management Committee, and take full responsibility to recover all loans given to members to on-lend and
ensuring repayment to benefactor institutions. According to the Susu Service Providers Code, member
companies are jointly and severally liable for all loans contracted by the association. According to GCSCA, it
instils in its members that credit means debt, and that loan products should therefore be extended only to
clients who clearly understand the repayment obligation and have a clear plan for investing their micro loans
gainfully.
Susu financial services have certain advantages, such as:
·
·
·
·
·
·
·

good knowledge of the local economy;
good outreach to clients (doorstep service);
intimate knowledge of their clientele and their businesses;
low transaction costs;
very little or no bureaucracy and paperwork;
flexibility to adjust to changed circumstances, as in emergencies; and
quick turn-around time;

There are also recognized disadvantages, such as the following:
·
·
·
·
·

Susu system losses as a result of inflation or late collection because of the lack of interest on the
savings;
often high interest rates when they provide credit, but better than those charged by moneylenders;
overdependence on trust, which can be abused;
low volumes of credit or savings;
no legal recourse to deal with defaulters or, for savers, fraud. Nonetheless, frauds can be
reported to police;

The major issues under Susu that FINSSP II addresses are how to prevent Susu collectors from
absconding with people’s money and the regulation of the sector.

2.12.2 FINANCIAL NON-GOVERNMENTAL ORGANIZATIONS (FNGOS)
Financial Non-Governmental Organisations (FNGOs) are micro finance providers that operate in
rural and urban areas on a non-profit basis. FNGOs provide micro credit to the very small entrepreneurs who
are one-man operators but are organised under solidarity groups. The members of these groups have little or
no formal education but are economically active. The operators of these enterprises have to demonstrate
their know-how and the ability to use credit.
Apart from credit, FNGOs provide economic services such as development of income generating
activities, and social support services (such as gender-based and faith-based services) to their clients. FNGOs
play an important role in financial intermediation among those unable to meet the requirements of the formal
banks in accessing financial services. Their services are tailor-made to fit the business needs of clients and
prospective clients.
The Association of Financial Non-Governmental Organisations (ASSFIN) was registered in 2005. It
envisions being the apex and self-regulatory body for FNGOs in Ghana. The mission of ASSFIN is to be an
operationally and financially self-sufficient APEX Body of all FNGOs; to enhance the institutional capacity of its
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member-institutions, influencing Government and Development Agencies/Partners’ Micro Finance Policies in
order to create wealth and reduce poverty among the economically active-poor populations in Ghana
(especially women and the youth) in a sustainable manner. The corporate goal of ASSFIN is to contribute to
poverty reduction through sustainable micro finance operations in Ghana.
Currently, ASSFIN has registered active membership of about forty (40) nationwide. However the
actual number on ASSFIN database is about one hundred (100) members. It is estimated that there are
hundreds of such organisations scattered in the regions that have not regularised their membership with
ASSFIN.
ASSFIN and its members continue to participate in Government and donor supported programmes in
building their capacity to provide effective and efficient service delivery to its clients. Organisations such as the
Millennium Development Authority (MiDA), Social Investment Fund, MASLOC among others have partnered
with some ASSFIN members to deliver micro credit to Farmer Based Organisations and others involved in the
agricultural value chain and to the productive poor micro-entrepreneurs.
This relationship has been very useful particularly in the rural and the peri-urban communities where
the formal financial institutions are unable to reach or locate.
Challenges facing ASSFIN members include lack of adequate on-lending funds, weak information
management systems, weak human capacity, quack micro finance organisations who abscond with people’s
money from time to time, among many others. If ASSFIN is well-resourced, it could assist the government to
serve as a self-policing and information gathering apex body to enhance best practices and improve efficiency
of its members and weed out the quacks from the financial system.
FNGOs have certain advantages that the other institutions do not have, and these among others
include:
·
·
·
·

Good knowledge of the local economy.
Ability to reach out to larger clients through groups to reduce transaction costs.
Ability to deliver timely credit in response to client business activities devoid of the usual redtape.
Ability to facilitate the mobilisation of small savings which are not accepted by some of the formal
financial institutions.

2.12.3 MONEY LENDING
Money lenders are found all over Ghana. Some of them are members of the Ghana Money Lenders
Association. In addition, all lenders including money lenders come under the Borrowers and Lenders Act, 2008
(Act 773) as well as the NBFI Act 774 (2008). An Association of Money Lenders has been set up. The major
challenge facing the association is lack of a clear regulatory framework for their operations. Other issues that
need to be sorted out include licensing, supervision and monitoring.
The Registrar General’s Department registers the businesses of money lenders. At the same time, the
Criminal Investigations Department (CID) of the Ghana Police Service also issues licences for money lenders
for a fee. According to the BoG, it is improper and illegal for the CID to issue operational licenses to money
lenders. The BoG states that it turned a blind eye to CID issuance of licenses because it did not have the
needed structures and guidelines in place. The BoG says it is now its legal responsibility to licence lenders for
operations following the enactment of the Non-Bank Financial Institutions Act, 2008 (Act 744). The CID
justifies its issuance of licences by stating that there was a vacuum created by the Central Bank’s inability to
licence the lenders.

2.13 ANTI-MONEY
FINANCING

LAUNDERING

AND

COUNTER

TERRORISM

Ghana’s Anti-Money Laundering Act (Act 749) came into effect in 2008. The Act provides for the
establishment of the Financial Intelligence Centre (FIC) whose objects include:
·
·

To assist in the identification of proceeds of unlawful activity and the combat of money laundering
activities
To make information available to investigative authorities, the intelligence agencies and the
revenue agencies to facilitate the administration and enforcement of the laws of Ghana and
34

·

To exchange information with similar bodies in other jurisdictions as regards money laundering
activities and similar offences.

The accountable institutions that the Act provides for include:
·
·
·
·
·
·

Banks
Non-Banks
Insurance companies
Securities and brokerage firms
Car dealers, dealers in precious metals and precious stones
Real estate developers etc

Another activity under the FIC is counter-terrorism financing which involves measures to cut off
financial support to terrorists.

2.14
STRENGTHS, WEAKNESSES, OPPORTUNITIES AND THREATS OF
THE FINANCIAL SYSTEM
2.14.1 STRENGTHS OF THE CURRENT FINANCIAL SYSTEM
The strengths of the financial system in Ghana currently include the following:
·
·
·
·
·
·
·
·

Strong and reasonably independent central bank – proactive legislatively
Strong and reasonably independent regulator for insurance, NIC
Increasing number of licensed banks
Relatively well capitalized banks
A capital market, even if fledgling
Reasonably well performing insurance companies
Serious efforts underway to develop many other sub-sectors of the financial sector
No financial institution failures in recent times

2.14.2 WEAKNESSES OF THE CURRENT FINANCIAL SYSTEM
The weaknesses of the financial system in Ghana currently include the following:
·
·
·
·
·
·
·
·
·
·
·
·

Relatively few listed equities
Lack of a meaningful yield curve
Low capital market liquidity
Little activity in corporate and Government bonds
Substantial amount of money outside the banking system
Mostly cash-based transactions
Banking system dominated by deposit money banks (90% of assets)
Very little medium to long-term credit
Small size of many rural and community banks
Low financial capacity of the banks and insurance companies to undertake
financing of the oil and gas sector
High spread between borrowing and lending rates
Yet to adopt Basel II & III

large deals e.g.

2.14.3 OPPORTUNITIES
The opportunities of the financial system in Ghana currently include the following:
·
·
·
·
·

Pension reforms provide opportunity for long-term savings
Recent increase in capital base of the banks increases their capacity to do more business;
however, they are still small relative to the requirements of the evolving oil and gas sector.
Many rural and community banks spread throughout the country
Many credit unions spread throughout the country
Continuing efforts to move away from cash-based payments. For example, the introduction of eZwich; check code line clearing, bank debit and credit cards, etc.
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·
·
·
·
·

Credit reference bureaux to help identify credit histories and improve credit delivery
Ghana, as a sovereign nation, has been rated
Ghana has successfully issued long-term debt on the international markets
Discovery of oil and gas in commercial quantities
Regional capital markets pre-disposed to integration or some arrangement that encourages
cross-border transactions

2.14.4 THREATS
The threats of the financial system in Ghana currently include the following:
·
·
·
·
·

Worldwide financial crisis has slowed down the flow of FDIs and portfolio investments.
Relatively deep financial illiteracy among the populace
Continued licensing of cross-border financial institutions with implications of supervision of
parents in other jurisdictions without firm agreements about cross-border regulation and
supervision in hand
Relatively large informal financial sector – Susu collectors, money lenders, etc
Unstable macroeconomic environment
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CHAPTER 3: THE VISION FOR THE
FINANCIAL SECTOR
3.1

THE VISION FOR GHANA

The FINSSP II vision for the Ghanaian financial sector does not change much from the vision
expressed in FINSSP I in broad terms. In FINSSP II however, the objectives are to consolidate, deepen and
expand the gains made in implementing FINSSP I.
In the main, the financial system must contribute to achieving economic efficiency, supporting
government’s agenda, securing institutional stability and soundness and widening and deepening the product
offerings of the financial sector.
Government’s medium term plan can be gleaned through a number of documents and
pronouncements. These include the government’s budget statements, the President’s State of the Nation
Address and the Ghana Shared Growth and Development Agenda (2011-2013).
The Government’s medium term objectives include commitment to the pursuit of measures that will
ensure the attainment of macro-economic stability. The strategy will be accomplished through fiscal discipline
that hinges on prudent public expenditure management, enhanced domestic revenue mobilization, adherence
to public procurement rules, restructuring of state-owned enterprises, particularly the utility companies to
reduce the subsidy burden to the budget, public sector reforms, with particular emphasis on wage reforms,
encouraging the private sector to participate in the accelerated growth agenda through public-private
partnerships as well as diversification and deepening of Capital Market.
The vision is to have:
A financial sector that is stable and efficient in the mobilization and allocation of funds, fully integrated with
the global financial system and supported by a regulatory and supervisory system that promotes a high degree of
confidence.
FINSSP II is designed to translate this vision into reality. The vision is driven by the realization that a
financial sector consistent with it will be a powerful drive for economic development, achieved through higher
levels of savings and investments.
The objectives and strategic initiatives of FINSSP II are guided by the 12 Key Standards for Sound
Financial Systems established by the Financial Stability Board. These are broadly accepted as representing
minimum requirements for good practice that countries are encouraged to meet or exceed. The 12 standards
are set out in Table 3.1.
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Table 3.1 Key standards for sound financial systems
Area

Standard

Issuing Body

Macroeconomic Policy and Data Transparency
Monetary and financial
policy transparency

Code of Good Practices on Transparency in Monetary and
Financial Policies

IMF

Fiscal
transparency

Code of Good Practices on Fiscal Transparency

IMF

policy

Data dissemination

Special
Data
Dissemination
General Data Dissemination System 1

Standard

/

IMF

Financial Regulation and Supervision
Banking supervision

Core Principles for Effective Banking Supervision

BCBS

Securities regulation

Objectives and Principles of Securities Regulation

IOSCO

Insurance supervision

Insurance Core Principles

IAIS

Institutional and Market Infrastructure
Crisis resolution and
deposit insurance 2

Core Principles for Effective Deposit Insurance Systems

BCBS/IADI

Insolvency

Insolvency and Creditor Rights 3

World Bank

Corporate governance

Principles of Corporate Governance

OECD

Accounting
Auditing

International Financial Reporting Standards (IFRS)

IASB

International Standards on Auditing (ISA)

IAASB

Core Principles for Systemically Important Payment Systems
Recommendations for Securities Settlement Systems

CPSS

and

Payment, clearing and
settlement

Recommendations for Central Counterparties
Market integrity

3.2

Forty Recommendations and 9 Special Recommendations on
Money Laundering and Terrorist Financing

CPSS/IOSCO
CPSS/IOSCO
FATF

OBJECTIVES AND STRATEGIC INITIATIVES

To realize this vision, the six key objectives that were identified in FINSSP I remain valid today and
will be pursued. A number of strategic initiatives that have been designed to facilitate achievement of the
objective are indicated.
The key objectives of FINSSP II are:
1.
2.
3.
4.
5.
6.

To make the domestic financial sector the preferred source of finance for Ghanaian companies
To promote efficient savings mobilization
To enhance the competitiveness of Ghanaian financial institutions within a regional and global
setting
To ensure a stronger and more facilitative regulatory regime
To achieve a diversified domestic financial sector within a competitive environment
To promote education, public awareness, capacity building and financial literacy
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Objective 1: To make the domestic financial sector the preferred source of
finance for domestic companies
Starting from the 1980s, Ghana’s financial sector has been transformed from a state-controlled sector
to a highly liberalized one. Although progress has been made in expanding the range of options for borrowers
there is a growing private sector which needs more options for its financial needs. Businesses wishing to raise
capital have very limited options within the banking system which focuses to a large extent on short-term
finance.
A small group of companies have used the facilities of the GSE to raise equity capital. However, there
are difficulties in sourcing equity capital for smaller companies and new ventures.
The difficulty of raising capital has been a major constraint on economic growth, and has been
dampening the rate of business investment. The financial sector envisaged under FINSSP II must offer users of
capital a variety of instruments that meet their business profile.
The strategic initiatives for achieving the objective of facilitating access to domestic sources of funding
are designed to enhance the efficiency of the borrowing process within banks and non-bank financial
institutions and to provide additional options such as corporate bonds, venture capital and publicly issued
equity.
The strategic initiatives identified to support this objective are:
1.1 Enhancing the efficiency of the fund-raising process
This strategic initiative is designed to reduce the cost and improve the efficiency of access to
fundraising. The issue of the credit bureau/ credit reference agency would be addressed for implementation to
enable lenders turn around loan processing within a reasonable short time frame.
The issuance process for companies wishing to tap the corporate bond and equity markets would be reviewed
to make it faster. This would include streamlining the roles of the GSE and the SEC
1.2 Facilitating the environment for the development of venture capital and private equity
industry
A vibrant equity market is necessary to support long-term investment by companies. However, public
equity is not the only source of equity; many companies prefer to raise equity privately. The advantage of
having specialized equity funds is that private equity is more receptive to early stage companies and takes a
much longer-term view of the prospects of a business.
1.3 Developing a bond market with a strong corporate bond component
The bond market would be developed in Ghana to provide an alternative source of long-term funds
for Ghanaian companies. These initiatives would include improving the efficiency of the government bond
market as a prerequisite to developing a corporate bond market.
1.4 Developing the mortgage finance market to ensure that Ghana achieves a higher rate of
home ownership.
The mortgage finance market would be developed to promote the housing sector as one of the key
contributors to Ghana’s economic growth. Government would consider the need to promote a wellcapitalized national mortgage finance institution as a development finance tool to jump-start the mortgage
finance sector.
1.5 Supporting improved secondary market liquidity
An active secondary market in the money and capital markets enables investors to quickly readjust
their liquidity positions and update their asset allocation. It also supports market efficiency by providing an
opportunity for asset prices to quickly adjust to new information. In the absence of an active secondary
market, investors demand a premium for liquidity risk, increasing the cost of capital for the users of funds.
Offshore investors who are used to active secondary trading in their own markets are unlikely to show any
interest in the Ghanaian market if there is inadequate liquidity.
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1.6 Facilitating the environment for development financing to support SMEs in selected critical
sectors.
Development financing is necessary because of market failure in the banking sector which is unable to
provide medium to long term financing for critical sectors of the economy. Thus Government’s role is to help
address this failure.

Objective 2: To promote efficient savings mobilization
Investment in Ghana is constrained by a shortage of capital within the formal economy. A higher
savings rate would support higher investment while helping to reduce excessive reliance on foreign inflows.
The basic issue is the low levels of income prevalent in Ghana. Secondly, the pools of savings that are available
are held outside the formal financial sector in forms that are not supportive of efficient capital allocation.
Government will encourage savings through ongoing financial sector reforms including the promotion of a
competitive environment in which banks and non-bank financial institutions provide competitive products to
savers. In addition the statutory framework for mobilizing long-term savings would be improved.
Strategic initiatives identified to support this objective are:
2.1 Enhancing vehicles to mobilize informal sector savings.
This strategic initiative is in recognition of the fact that in Ghana, the bulk of savings does not take
place in the formal financial sector. Allocative efficiency is reduced if savings are not captured in the formal
economy. Some progress in mobilizing informal savings has been made through the establishment of savings
and loan companies and rural banks in many rural communities and the formalization of Susu Collection.
However, more needs to be done.
2.2 Providing a framework for insurance and pensions industries to mobilize long-term funds
Insurance companies are in the business of collecting premiums and paying benefits to policyholders
when certain events occur. Life insurance obligations are longer-term in nature because they are contingent on
the death of a policyholder. A major activity of life insurance companies is the provision of retirement benefits.
Because of the long-term nature of life insurance, the investment portfolios of life insurance companies are
typically long-term in nature. In the United States, for example, corporate securities (corporate bonds,
ordinary and preference shares) constitute about 40% of a typical life insurance company’s assets while
government bonds and mortgages constitute 15% and 17%, respectively. The regulatory framework for
pensions and insurance will be made conducive for the mobilization of long-term savings.
2.3 Promoting sound corporate governance to boost investor confidence
Corporate governance is the organizational arrangement by which a company represents and serves
the interest of its investors and other stakeholders. These arrangements encompass a variety of arrangements
such as the quality of company boards of directors and internal structures which ensure competence and
disclosure. Regulators will insist that corporate participants in financial markets be transparent, accountable,
responsible and performance-oriented. This will motivate investors to choose the local capital market as their
preferred investment vehicle.

Objective 3: To enhance the competitiveness of Ghana’s financial institutions
within a regional and global setting
Four trends are fundamentally altering the financial world: consolidation of institutions, globalization
of operations, development of technologies and the universalization of banking. In general, the number of
financial institutions is declining while their average size is increasing. Consolidation has not been confined to
national borders but has transcended national frontiers in search for opportunities for growth and increased
profitability. Globalization has been driven by banking groups in advanced economies exploiting growth
opportunities in emerging markets. Developments in technology and especially the growth of internet banking
and brokerage have allowed globalization to go beyond the ownership structures of financial conglomerates to
reach retail markets. The final vehicle for the transformation of the financial sector is the universalization of
banking, which is increasingly blurring the distinction between bank and nonbank financial services.
Financial sector policy in Ghana will respond to these by supporting Ghanaian financial institutions to
maintain their competitiveness. Some amount of consolidation through mergers would be promoted in order
to enable financial institutions to achieve both economies of scale and scope in order to deliver cost-efficient
financial services.
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Reforms that increase the diversity of the financial system (for example, by introducing new
technologies and instruments, as well as new skills and risk-management capabilities), strengthen the capital
structures of financial institutions and promote competition would enhance efficiency. The introduction of new
instruments for hedging and managing risks and the diversification of funding sources and asset distribution
would also strengthen financial systems.
Ghana’s national vision envisages the country as a business gateway to the ECOWAS region. Within a
financial context and in line with the gateway concept, Ghana would be promoted as the preferred entry point
for financial transactions for offshore participants in the ECOWAS
The strategic initiatives to support this objective are:
3.1 Establishing standards of practice within the financial sector that are internationally
accepted.
The gateway concept builds on Ghana’s comparative advantage within the region. With a reputation
for political stability and the rule of law, Ghana offers advantages over many neighbouring countries. Ghana will
have a comprehensive strategic program for enhancing its competitive position in the region. Experience
gained within the region will provide a foundation for achieving competitive advantage within the rest of Africa
and internationally.
Countries will be able to reap the full benefits of participating in the global market only if they offer
transparency, international standards and strong domestic financial systems. Transparency in the provision of
timely and accurate economic data to the public can reduce uncertainty and improve the ability of markets to
assess risks. It will also help international investors to better identify countries with good underlying policies.
However, such transparency will be favourably received only if they meet international yardsticks for credible
information. International standards can play this role.
Important international standards in the financial sector include:
·
·
·
·
·

Basel Committee’s Revised Core Principles for Effective Banking Supervision
OECD’s Principles of Corporate Governance
Smart campaign’s Client Protection Principles 7
IOSCO’s objective and principles of securities regulation
IAIS core principles

3.2 Reducing dependence on donor flows in favour of a market-based sovereign access to
offshore financing.
Ghana has traditionally relied on concessionary loans especially from the multilateral and bilateral
donors for its development programmes. Although they are comparatively cheaper funds they come with
several drawbacks e.g. conditions not consistent with national policy, high transaction costs and slow
disbursements.
To reduce such dependence, the Government of Ghana in 2007 issued its debut international
sovereign bond. The issue was successful in that it was over-subscribed. This has paved the way for Ghana to
diversify its funding sources.
The Government is committed to creating the stable environment which will allow Ghana to continue
to access such financing from the international financial market.

7

The Client Protection Principles describe the minimum protection microfinance clients should expect
from providers. Over the past several years, consensus has emerged that providers of financial services to lowincome clients should adhere to the following six core principles: avoidance of over indebtedness, transparent
and responsible pricing, appropriate collections practices, ethical staff behavior, mechanisms for redress of
grievances and privacy of client data.
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3.3 Pursuing possibilities for creating an International Financial
Ghana

Services Centre (IFSC) in

IFSCs provide a number of legitimate and important services that can be broadly grouped into three
categories:
·
·
·

private investments, in which investments are managed in order to minimize potential tax
liabilities and maximize protection granted under statutory confidentiality provisions;
asset protection, in which the use of an international jurisdiction separate from the client’s
residence allows for the protection of income and assets from political, fiscal, and legal risks; and
estate planning in which the administration of assets is done in the most favourable legal and fiscal
jurisdiction.

The various types of financial institutions and/or vehicles that can be used for these services include
international business corporations, offshore corporations, commercial banks, insurance companies and mutual
funds.
IFSCs enjoy significant benefits which include the following:
·
·
·
·

use of trained and educated labour force which facilitates quick transfer of professional skills from
international financial institutions to the local work force.
spillover effects to other sectors of the economy, such as services (hotels, restaurants and
catering) and infrastructure (telecommunications, transport etc.).
publicity that accompanies the promotion of an IFSC, benefits other sectors and eventually leads
to additional foreign investment in the economy
impetus to the development of capital markets.

The total size of the IFSC industry world-wide is estimated at US$10-12 trillion and growing at an
average annual rate of 15%. For a small country like Ghana, significant benefits could arise from obtaining just a
small part of the industry.
IFSCs could also come with disadvantages, such as making small open economies and their domestic
financial systems, in particular, vulnerable to sharp changes in global financial flows through the transmission of
financial and banking crises. Further the operations of IFSCs have recently come under international regulatory
scrutiny particularly from the OECD because of concerns about tax evasion and anti-money laundering and
terrorist financing.
In 2007, the Banking Act was amended to provide for the operation of offshore banking services as a
first step towards the establishment of a full-blown IFSC to provide both bank and non-bank financial services
to non-residents. Although one bank was issued with such a licence, the failure of government to implement
the plan for a full blown IFSC led to a surrender of the license. It is proposed that under FINSSP II, the IFSC
blueprint be updated and implemented within internationally accepted prudential norms.
3.4 Restructuring the Ghana Stock Exchange to be regionally competitive and operated with a
commercial orientation.
In the ECOWAS region, there are three stock exchanges – Ghana, Nigeria and the BRVM, which
serves 8 UEMOA countries. The GSE is therefore in competition within the region for international investors.
Such ability to compete however depends on the overall political and economic climate of each country as well
as market infrastructure.
Financially, the GSE is weak and struggles to break even, while the Nigerian Stock Exchange with its
large number of listed companies and market capitalization is profitable and financially self-sufficient. The
regional stock exchange in Abidjan is on the other hand propped up financially by the regional central bank,
BCEAO.
The future of the GSE within the region will depend on how financially sustainable its operations will
be. GSE would revisit its non-profit status and take on a more commercial orientation so that it can raise the
funds needed for the upgrading of its market infrastructure to international standards. In addition, steps would
be taken to increase the skills base of the GSE in areas such as research and market microstructure, which are
the key ingredients for effective price discovery and secondary liquidity.

Objective 4: To ensure a stronger and more facilitative regulatory regime
A sound regulatory regime is essential for the safety and soundness of the financial sector. The
confidence that participants in the financial system have in the market is based on the ability of regulators to
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monitor market operations to ensure that adequate measures are in place to protect participants. However,
regulation comes at a price. Excessive regulation imposes costly compliance burdens on financial institutions
and affects their competitiveness. It is also necessary to balance the need for strong regulation with
appropriate levels of liberalization to enable the market to develop. It is the objective of financial sector
strategy to promote a balanced approach to regulation
The strategic initiatives to support this objective are:
4.1 Developing structures for a stronger enforcement of regulations
In many areas of financial sector operations, reasonably good laws and regulations exist. However, the
difficulty has been the capacity of regulatory agencies to enforce the existing rules. Undoubtedly, part of the
reason is the limited resources available to regulators. It is desirable that regulators upgrade their capacity to
enforce existing regulations. A strategy which will be pursued will be to allow regulatory agencies flexibility
in their fee structures to enable them to be financially self-sufficient. Qualified professionals may then be
attracted to the regulatory agencies to carry out market surveillance and monitoring.
4.2 Establishing regulatory parity between financial institutions conducting similar market
activities
The search for growth and economies of scale and scope has led to a breakdown of barriers in the
financial sector. Universalization of banking, for example, is reflected in the fact that banks are offering a variety
of non-banking services alongside their traditional banking services. Such services include insurance,
stockbrokerage, investment management and investment banking and financial advisory services. Similarly,
insurance companies are offering investment related retirement products. Ghana’s regulatory system has not
caught up with this convergence. Fragmentation of regulation has resulted in the following anomalies:
·
·
·

Insurance companies offer investment management services but are not subject to the regulatory
oversight of the Securities and Exchange Commission, which has regulatory responsibility for
investment advisory services under the SIL.
Banks are dealers in the government securities market but are not subject to regulatory oversight
by the SEC, leaving investors in the government securities market with less protection than what
is envisaged in the SIL.
Accountants, lawyers and banks are exempted from licensing as investment advisers while
management consultants who offer the same services are not.

The regulatory response to this has been a trend in a number of jurisdictions towards more
integrated supervision. This allows regulators to supervise the range of activities more efficiently by taking a
holistic view of the financial services market. As product lines converge, regulators in setting the rules have to
be careful to ensure that similar activities that involve identical risk issues are regulated on an equal basis to
avoid tilting the playing field.
In addition to avoiding regulatory arbitrage, economies of scale are a good reason for regulatory
consolidation. Resources are spread too thin among the regulatory agencies, which have to rely either on
levies from the institutions they regulate or on government appropriations. In both cases, the inadequacy of
resources is reflected in the fact that all major initiatives have to be referred to donor agencies for funding.
Ghana will begin to move in the direction of consolidating regulation across the sector. The important starting
point will be coordination among regulators.
4.3 Fostering constructive competition through a carefully managed deregulation of services
and products
Despite the generally accepted concerns about the inadequacy of the regulatory regime for the
financial sector, there are other areas of the financial sector where regulation may have gone beyond
reasonable limits and have stifled economic activity. Without being exhaustive, the prohibition of certain
securities transactions (short-selling, margin trading, securities lending and borrowing, the trading of
derivatives) will be reconsidered.
Such restrictions have the net effect of making financial transactions in Ghana uncompetitive both in
terms of cost and in terms of the availability of the range of services which today’s participants in the financial
system desire. Regulators will be expected to take a critical review of rules and regulations, in consultation
with relevant industry associations to eliminate rules that inhibit the growth of financial services.
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4.4 Assisting regulatory agencies to establish structures that promote financial

innovation

The financial services industry is one of the most dynamic industries in the world. Leadership and
competitiveness by companies is determined by their ability to leverage technology into new financial products
and services. Ghana aspires to be a supporter of financial innovation. This requires that regulators create
structures, which support innovation. In addition, the professionals of the financial services industry would be
sufficiently skilled to be able to compete with the rest of the world in financial innovation.
4.5 Assisting in mediation of disputes
The central bank is sometimes accused of acting with a heavy hand in disputes with other financial
institutions. There are also situations where disputes occur between financial institutions and their clients.
Resolving these disputes call for the creation of a financial ombudsman. The borrowers and lenders Act (2008)
will have to be applied.
4.6 Developing structures for stronger international regulation and collaboration
The increase in cross-border financial transactions requires regulators to develop structures for
closer international collaboration. Regulatory agencies will be encouraged to expand their cross-border
cooperation arrangements.

Objective 5: To achieve a diversified domestic financial sector within a
competitive environment
There is a strong case to be made for a diversified financial sector. Traditionally, Ghana’s financial
sector has been bank-based. Today, financial services are still dominated by banks although the non-bank
financial sector has achieved significant growth since the early 1990s.
The dangers of an undiversified financial system have been demonstrated in Ghana. Up until the late
1980s, the banking system accumulated huge nonperforming assets which choked the banking system. It took
the FINSAP to clean up the balance sheets of banks and return the banking system to functionality. More
recently, the banking system has come under severe criticism because of high costs of intermediation reflected
in high interest rate spreads.
Historically, as financial systems have evolved, a variety of market substitute and complementary
financial services have emerged. Having a wide spectrum of financial markets available keeps a country from
having to put all its eggs in one basket. One of the major advantages of having a diversified financial system is
that risk sharing is more easily attainable. Instead of exposing a few banks to a major borrower, a widely
distributed capital market debt issue spreads the risk among a large number of lenders. Banking sector
weaknesses can be addressed through the development of other financial intermediaries to compete with and
thereby exercise market discipline over banks. Competition makes intermediation more efficient and acts as
check on the behaviour of banks by increasing the depth and breadth of markets, thereby making the financial
system more resilient to shocks.
The strategic initiatives to support this objective are:
5.1 Broadening and deepening the range of financial instruments and services
The effort to have a more diversified financial system will be underpinned with a wider variety of
financial instruments and services. Further liberalization of the nonbank financial sector will be pursued to
promote innovation and entrepreneurship in the nonbank financial industry.
5.2 Developing more effective rural and microfinance services
In many developing countries such as Ghana, financial services to rural communities present
challenges that must be addressed in a focused manner. In addition to the well catalogued constraints to
financial sector development such as macroeconomic instability and rigid and/or inadequate regulation, rural
financial services have to respond to peculiarities such as poverty, low population densities, isolation,
seasonality of incomes, limited opportunities for risk diversification and lack of traditional collateral. These
difficulties, combined with high transaction costs because of the small size of most loans, discourage for-profit
financial institutions from establishing themselves in the rural areas.
Ghana’s approach to rural financial services has been spearheaded by the rural banking system and
will be pursued as one leg of a number of strategies. While adhering to the principle that rural financial
services have to be offered on a self-sustaining basis, carefully structured interventions will need to be made to
improve the capacity of rural financial service providers.
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5.3 Promoting a derivatives industry to manage financial risk
Derivative instruments are used primarily to manage price risk. In the days when Ghana operated a
centrally planned economy with price controls, price risk was minimal because the government fixed most
relevant prices such as the prices of goods and services, interest rates and exchange rates. Price risk is
introduced into an economy when market forces replace bureaucracy as the price determination mechanism.
In addition, Ghana’s position as an exporter of primary commodities exposes the economy to commodity
price risk in international markets.
In addition to the price risk of traditional commodities such as gold and cocoa, Ghana has since the
1980s undergone a liberalization that has increased price risk in the economy:
·
·
·

Interest rates were liberalized such that bellwether rates such as the 91-day Treasury bill rate is
market determined thus introducing interest rate risk.
Liberalization of the foreign exchange market has introduced exchange rate risk.
The growth of the securities market since the establishment of the GSE has introduced listed
equities in the market with significant price volatility.

Volatility in prices creates swings in the wealth of those who invest in financial assets. These wealth
swings have major implications for consumer spending which is an important component of GDP. Evidence
from other countries indicates that price uncertainty in financial markets lead to instabilities in consumer
spending and therefore, GDP.
Price uncertainty also has a negative impact on business investment. Companies who face cash flow
uncertainty will have a higher cost of capital than companies that are less risky. When cost of capital increases,
fewer investments are attractive, leading to less investment and a lower GDP.
Futures, options and swap instruments are the main tools for managing the price risk of financial
assets. These instruments are either traded over the counter or on an exchange.
Currently, derivative instruments are not traded in Ghana. Yet, Ghana cannot afford to ignore this
most important segment of the financial market. In the long-run, the lack of cost-effective hedging and risk
management facilities in the market will limit the capacity of investors and businesses to effectively manage the
risks associated with their investment and business exposures both domestically and internationally. This
strategic initiative recognizes the need for a concerted and deliberate effort to promote the development of a
derivatives market in Ghana.
5.4 Enhancing the payment system
To a large extent, Ghana is still a cash economy. FINSSP II envisions that Ghana will become less of a
cash economy. Major efforts will revolve around enhancing interbank payment and settlement system. The
common platform (the National Switch) that links the payment systems of all banks, savings and loans
companies and rural banks in Ghana (e-Zwich) will be supported to reach a higher level of penetration.

Objective 6: To promote education, public awareness, capacity building and
financial literacy
6.1 Increasing the knowledge of public officials in respect of the financial sector
To be effective and proactive in the financial sector in an ever changing world, it would be important
that public sector staffs working in the sector are equipped with requisite knowledge to analyse existing and
evolving issues in order to offer appropriate advice. Staff of the sector must for example understand the recent
global financial and economic crisis with its dire consequences.
6.2 Creating awareness and increasing the knowledge of the general public
Proper functioning of the financial sector requires as a precondition, a minimal level of financial
literacy of the general public. Improving financial literacy therefore is very critical to the development of the
financial sector.
6.3 Increasing the technical capacity of players in the financial sector
One of the biggest challenges in developing the financial sector is how to develop the technical
capacity of industry players. Capacity development involves institutional development and training. These will
be pursued under FINSSP II.
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CHAPTER 4: RECOMMENDATIONS
The recommendations of FINSSP II have been formulated in response to the trends and challenges
facing the financial sector as well as the vision and objectives set out in Chapter 3. The recommendations have
been structured under the following headings:
4.1. The Securities Industry
4.1.1. Ghana Stock Exchange
4.1.2. The Bond Market
4.1.3. The Money Market
4.1.4. Licensed Dealing Members
4.2. The Pension Industry
4.3. The Insurance Industry
4.4. The Banking Industry
4.5. Payment and Settlement Systems
4.6. Anti-Money Laundering and Counter Terrorist Financing
4.7. Rural and Community Banks
4.8. Savings and Loans Companies
4.9. Credit Unions
4.10. Micro-Finance
4.10.1. Susu
4.10.2. Money Lenders
4.11. Development Financing
4.11.1. Agriculture
4.11.2. Housing Finance
4.11.3. Venture Capital Trust Fund
4.11.4. Eximguaranty Co. Ltd
4.12. Corporate Governance
4.13. General Legal and regulatory for the Financial Market
4.14. The Bank of Ghana
4.15. The Ministry of Finance and Economic Planning
4.16. Training and Professional Development
4.17. Financial Literacy and Public Awareness

4.1

SECURITIES INDUSTRY

Recommendation 1: The SEC should set a medium- to long-term objective of
becoming financially self-sufficient.
Ghana is at a point in its development history where clearly long term financing is needed to support
growth and development. A well-functioning and efficient capital market is sine qua non in the effort to mobilize
such long term finance from both domestic and external sources. Such a well-functioning and efficient market
requires an environment in which the regulator is well-resourced to carry out its functions efficiently.
The SEC must be adequately resourced to be able to ensure the protection of investors and the
fairness, efficiency and transparency of markets and manage systemic risk.
It is important that as a member of the International Organization of Securities Commissions
(IOSCO), the SEC should respect the IOSCO Principles. Of the 33, the first 5 of the IOSCO Principles are
1.

The responsibilities of the regulator should be clear and objectively stated.
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2.

The regulator should be operationally independent and accountable in the exercise of its
functions and powers.

3.

The regulator should have adequate powers, proper resources and the capacity to perform
its functions and exercise its powers.

4.

The regulator should adopt clear and consistent regulatory processes.

5.

The staff of the regulator should observe the highest professional standards including
appropriate standards of confidentiality.

The reliance by the SEC on subventions from the consolidated fund does not promote efficient
operations of the SEC as a regulator. Further, the current financial position of SEC is inconsistent with that of
the other two financial sector regulators; only the SEC is treated as a department/agency under the Ministry of
Finance and Economic Planning. Thus SEC requests are forced into the same fiscal envelope provided for the
MOFEP. It is important to note that in recent times the SEC’s payroll has been brought under the control of
the Accountant General’s Department. This situation also holds back the institution of better conditions of
service to attract quality personnel into SEC and retain them.

Recommendation 2: SEC should complete and submit amendments to The
Securities Industry Law to the Minister of Finance and Economic Planning for
onward submission to Cabinet and Parliament
Under FINSSP 1, the SEC has carried out extensive review of the Securities Industry Laws to improve
the regulatory system in Ghana, enable better protection of investors and conform to international best
practice. These revisions will soon be submitted through the appropriate state bodies to Parliament. Issues
covered in the review include securities lending and borrowing, margin trading and financing and the
protection of consumers of financial services
Securities lending refers to the lending of securities by one party to another. The terms of the loan
will be governed by a "Securities Lending Agreement", which requires that the borrower provides the lender
with collateral, in the form of cash, government securities, or a Letter of Credit of value equal to or greater
than the loaned securities. The agreement is a contract enforceable under relevant law, which is often specified
in the agreement.

Recommendation 3: The Securities Industry Law should be amended to define
derivatives as financial securities and thus allow their trading in Ghana
Currently the definition of securities under the Securities Industry Law does not cover derivatives,
effectively prohibiting the trading of derivatives. An expansion of the definition of securities to include
derivatives will allow the trading of derivatives. This will enhance opportunities in the market for hedging the
price risk associated with key financial instruments such as equities, bonds, foreign exchange and
commodities.

Recommendation 4: The Ministry of Finance and Economic Planning should facilitate the
establishment of a commodities exchange and a warehouse receipt system
Under FINSSP 1, a contract was awarded for a feasibility study and drawing up of regulations for a
commodities exchange and warehouse receipt system. Workshops with stakeholders revealed a strong
interest. A contract has also been awarded for the drawing up of the rules and regulations for the
commodities exchange and warehouse receipt system. It is recommended that Government provides the
necessary support for the private sector to establish and manage a commodities exchange and warehouse
system.

Recommendation 5: The SEC should be supported to build the capacity of market
participants
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A major inhibiting factor in the development of the financial sector has been the limited capacity of
the regulator and market operators. This is particularly so when it comes to issues related to the securities
industry. It is recommended that the problem be tackled from two fronts: capacity building of staff at SEC and
certification of operators in the industry.
Capacity Building at the SEC
It is important to develop and upgrade staff capacity at the regulator. While one cannot
understate the importance of short courses and workshops, it is recommended that staff be
encouraged to undertake lengthy programmes that can lead to diploma qualifications. Such staff
should be bonded to stay with SEC on completion of their programmes.
Certification of Market Operators
Currently there is no common certification for operators in the industry.
It is
recommended that the SEC together with the industry association institute a common certification
for those who want to operate in the industry.

4.1.1

GHANA STOCK EXCHANGE
Key strategic initiatives envisaged to enhance operations of GSE include the following:
·
·
·
·

Enhancing the efficiency of the activities of the GSE as a corporate entity;
Enhancing the efficiency of the fund raising process and allowing investors to earn a fair return;
Expanding the breadth of investment opportunities within the equity market by promoting highquality and high-growth equity issuers;
Fostering a liquid and efficient secondary market for the trading of equities.

Increasing the Number of Listings

RECOMMENDATION 6: Government should make listing on the Ghana Stock Exchange
mandatory for regulated companies in banking, insurance, telecommunications, mining
and energy sectors
The GSE intends to continue discussions with private companies to list. It also proposes to lobby the
Government to expand the meaning of local content to include listing securities of foreign companies doing
business in Ghana’s strategic sectors (mining, telecom, banking and insurance and the energy sectors) on the
GSE. Such a policy or legislation would require companies in such strategic sectors to offer up to twenty five
(25) percent of the company to the Ghanaian public and to list on the Ghana Stock Exchange. A similar policy
is in place in Tanzania.
There are a number of other parameters aside the sector of operation that may be considered as the
basis of such capital market local content policy or legislation. They include the following:·
·
·
·

Companies whose parents are listed in their home countries
Tying local content compliance to the licensing and/or renewal of license by various sector
regulators
Tying local content requirement to the size of companies e.g. all companies whose stated capital
or shareholders’ worth is GH¢10 million or more
Tying local content requirement to the number of employees e.g. companies with fifty (50) or
more employees both permanent and contract workers.

The public exposure that IPOs offer has the power to draw people into the habit of investment and
should be encouraged. Further, stock exchange listings makes for more disclosure and transparency in the
activities of listed firms .This is likely to result in higher tax payments.
The more the sectors that are represented on the stock market, the better the market will reflect
the investment and other attractions of Ghana to locals and foreigners. Besides, the listing of companies in the
sectors indicated will provide pension fund managers a more diversified portfolio of investments.
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Flotation Costs

Recommendation 7:
a. MOFEP should facilitate the establishment of an SME Market under the supervision of
the Ghana Stock Exchange
b. The SEC/GSE should agree on maximum fees that companies that wish to list would
pay for IPO fees
SMEs generally consider listing on the GSE onerous. This is because SMEs have to meet virtually the
same listing requirements as large companies. Prospectus filing with the SEC is the same for all companies. In
addition, SMEs consider floatation costs of listing on the GSE to be high and have cited this as a disincentive to
listing. The following costs have been suggested as being impediments - compliance requirements, legal
services, advisory services and accounting services.
Market Integration.

Recommendation 8: Security market regulators in Ghana, Nigeria and Cote d’Ivoire
should agree on harmonized rules and regulatory framework and a detailed action plan
for market integration. Ghana should initiate government-to-government discussions
and involvement
The integration of capital markets within a region is seen as a partial solution to some of the core
problems of small stock exchanges such as a limited number of listings, high transaction costs and low levels of
liquidity. Regional integration is being actively pursued in Africa and other developing countries. A technical
committee involving all three ECOWAS stock exchanges, regulatory agencies, brokers, depositories and
observers from Gambia, Guinea and Sierra Leone, ECOWAS, and the West African Monetary Institute is
developing the modalities for the integration of ECOWAS stock exchanges. Government will support this
integration initiative.
Tax on dividends

Recommendation 9: Government should remove the distortions in the taxation of
investment income by applying the same tax rates to dividends and interest income
There is an asymmetry in the tax treatment of investment income. While interest income on
Government securities is tax-exempt for individuals, dividends are taxed at a withholding and final rate of 8%.
This asymmetry distorts investors’ choices towards debt instruments, thus putting equity instruments at a
disadvantage. It is recommended that the taxation of investment income should be distortion free – either tax
them all at the same rate or eliminate taxes on dividends to level the playing field.

4.1.2

THE BOND MARKET

Primary Market

Recommendation 10: The Ministry of Finance and Economic Planning and the Bank of
Ghana should build up PDs’ technical capacity in respect of the understanding and
pricing of fixed income securities
One of the reasons for the weak state of the bond market in Ghana is the lack of professional
capacity in bond underwriting and trading. It is recommended that MOFEP and BoG step in with financial
assistance to build technical capacity in bond origination and trading.

49

Borrowing Powers of Statutory Bodies

Recommendation 11: The enabling statutes for statutory bodies must be amended to
clarify their corporate status as potential borrowers in the debt market.
Some statutory bodies lack clarity in their corporate status and legal powers. This restricts their
ability to freely borrow in the capital markets. For example, the Road Fund Act does not state whether the
Fund can borrow in its name or can sue and be sued. The bond market will receive a significant boost if
statutory agencies become major issuers.
Local government participation

Recommendation 12: Government should establish a framework within which MMDAs
can access the capital market
Local government participation in bond markets is currently constrained by the following:
·
·
·
·

Financial management capacity at MMDAs is relatively weak. This necessitates a strong
monitoring role from the central government.
The expertise to deal with the complex issues of dealing with capital markets is limited in Ghana
in general, and would be particularly acute in the districts
Borrowing from the capital markets entails upfront flotation costs, which are increasingly high as
a percentage of borrowed funds. Amounts that many MMDA can be expected to service are
likely to be relatively small hence their flotation costs will be relatively high;
Many MMDAs have very weak economic bases. Local revenue generation is very low.

Under the Local Government Act, 2003, the mandate to borrow is restricted. Beyond GH¢2,000
permission has to be sought from the Ministry of Finance and Economic Planning and the Ministry of Local
Government &Rural Development.
Extensive preparatory work was undertaken under FINSSP I to establish a framework within which
MMDAs can access the bond market. However the initiative was shelved in 2009. Government should review
what has been done to date and develop a road map for MMDA access to the bond market. The review
should cover an analysis of how MMDA funds and revenues are currently managed and adequacy of the
financial management systems currently in place.
To establish the mode of MMDA participation in the debt market, options should include models that
exist in South Africa and Senegal under which a centralized agency undertakes borrowing in the capital market
for on lending to qualified local government borrowers.
Bond Trading Platform

Recommendation 13: The Ghana Stock Exchange should operate a common trading
screen for the trading of all government securities listed on the exchange. The GSE
should establish a seamless interface between the GSE automated trading system and
the central securities depository of the Bank of Ghana
Although government bonds with maturities of 2 years and above are listed on the GSE, the GSE’s
Automated Trading System does not have a module for the trading of bonds. Consequently, there is no open
quote system and the trading of government bonds is largely bilateral between two counterparties. This has
inhibited the secondary trading of government bonds. In addition, the Bank of Ghana and the GSE operate
separate depositories; the BoG depository is for government securities while the GSE depository is for
equities. Bonds traded on the GSE have to be confirmed manually with the BoG depository. The GSE
electronic platform can be upgraded to accommodate bond trading. There would be the need for a seamless
interface with the Bank of Ghana Depository. The Bank of Ghana is setting up its own platform for bond
trading.
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Government Debt Management

Recommendation 14: More consistency and transparency is required in the conduct of
the public debt issuance programme and central bank’s open market operations.
Specifically,
a) auction volumes should be kept as stable as possible and any unusual amounts, and
the rationale for them, should be known to the market well in advance;
b) government should consistently issue benchmark government bonds.
c) An annual auction calendar should be published at the beginning of each year.
Experts in bond markets agree that the government bond market is the anchor for every wellfunctioning bond market. Public debt management in Ghana has primarily been about funding the government
deficit and has paid little attention to the need to support the efficient operation of the wider debt market.
The main weaknesses of public debt management are as follows:
·
·
·

Bond issues are inconsistent. There is no timetable for the regular issue of benchmark bonds which
has denied the private sector the key tool needed to price debt instruments.
The lack of an issue calendar means that investors cannot plan their portfolio rebalancing. This leads
to a high level of volatility in interest rates from issue to issue.
There are too many small issues making for a limited float for each issue, a problem that is manifested
in poor secondary trading.

Recommendation 15: The SEC and GSE, backed by the Government, should embark on an
extensive programme of educating officers of listed companies and non-listed companies
about the concept of bond financing of corporate activities.
Currently only one corporate bond is listed on the GSE. Even then, it is denominated in United States
dollars. It matures in December 2012 and carries floating rate coupon payments. Historically very few
corporate bonds have been issued in Ghana.
While the importance of a stable macroeconomic environment to long-term debt issues cannot be
over-emphasized, some studies have suggested that the knowledge base of corporate officers in respect of
issues pertaining to debt issues needs to be enhanced. Education will help efforts to address the situation in
Ghana.

Recommendation 16: Bank of Ghana should establish a proprietary trading desk
independent of the OMO desk which should quote firm bid and ask prices just like all
other dealers in the market to kick-off secondary trading of government securities.
The weak secondary market for bonds in Ghana is partly a consequence of the low capitalization of
primary dealers. Low capitalization makes it difficult of dealers to quote binding bid and offer prices. The BoG
should support secondary trading by setting aside some capital for a proprietary government bond trading
desk. The proprietary desk should be run on a pure for-profit basis by establishing a profitable bid-ask spread.

4.1.3

THE MONEY MARKET

Recommendation 17: The SEC should recommend to the Minister of Finance and
Economic Planning the expansion of the definition of securities under the securities
industry law to include commercial paper and similar money market instruments.
One of the basic functions of the money market is to provide a source of short-term funds to those
needing quick liquidity. Another basic function of the money market is to provide an income-yielding outlet for
the short-term investment of funds. Among other things, this function of the money market aids in the
mobilization and effective allocation of financial resources.
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In cases where money market interest rates reflect free and uncontrolled demand and supply
conditions in an open market, they can serve as a helpful guide for setting other interest rates such as bank
loan rates or the central bank’s discount rate. Depending on how well developed a money market is, it can
help avoid a liquidity crisis by serving as a buffer to absorb unexpected financial shocks or disturbances.
For a country like Ghana whose capital market is still developing, developing and broadening the
money market can help lay the groundwork for subsequent issues of medium- and long-term debt as well as
equity. A money market can also serve as a training ground for educating people on the discipline and skills
required to successfully market financial assets and on how financial markets work. Finally, the money market
can help the central bank achieve its monetary policy objectives. The central bank can intervene in the market
to influence the amount of liquidity in the financial system, and it can use the fluctuations in money market
rates as a barometer of the degree of tightness or ease in the money market.
Currently there is hardly any market for private sector participation in the money market.
Commercial Paper and Bankers’ Acceptances are missing from the market. Introduction of these instruments
will provide an additional source of trade financing for businesses. Revisions to the SIL should include these
instruments as securities.

4.1.4

INVESTMENT DEALERS

Recommendation 18: SEC and GSE should require Investment Dealers to have an
enhanced capacity to undertake more market activities such as firm commitment
underwriting. They must also install adequate level of state-of-the-art-technology
The capital of many LDMs is small. Higher capital will enable them carry out more market activities.
Current law allows LDMs to buy for their own accounts; however, this is hardly done, due to low capital
levels. To have the capacity to deliver as proposed, LDMs will have to commit more financial resources to the
business (higher capital level) and this will serve the industry better.

4.2

THE PENSION INDUSTRY

Pension funds by their nature are a stable source of long-term funds. Inflows and outflows are highly
predictable. Pension funds invest heavily in the capital markets, thereby transferring the retirement savings of
individuals to business and governments for real investment.
The benefits of private pension plans are as follows:
·
·
·
·

They induce increased savings by workers
They create a solid base of domestic institutional investors
They channel fund contributions into private investment by taking positions in the equity and
long-term debts issues of private sector firms
They encourage efficiency in both pension administration and investment management.

Getting National Pensions Regulatory Authority’s (NPRA) operations started

Recommendation 19: To ensure that the pensions industry develops and contributes
substantially to mobilization and supply of long-term funds, government strategy must
be to get the NPRA off the ground and running in the shortest possible time. In this
respect, there should be sufficient budgetary allocation for setting up the new NPRA
secretariat including adequate office accommodation, logistical support and staffing the
NPRA appropriately.
Although the new pensions law was passed in 2008, the new scheme has been slow to get off the
ground. The main constraint is inadequate funding. The potential of the new pensions regime to play a
significant role is huge. In this respect, it is important to pay extra attention to the funding needs of NPRA,
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Public education

Recommendation 20: Resource NPRA sufficiently to educate the general public, trustees,
fund managers and custodians on the provisions of the new pension regime.
It is important that the general public is brought to speed on the provisions of the new pension
environment. Similarly, potential actors such as trustees, fund managers and custodians need to be brought
abreast of provisions in law that are peculiar to the National Pensions Act.
Restructuring SSNIT

Recommendation 21: Continue with the ongoing restructuring of SSNIT in the following
ways:
a) getting rid of non-performing assets on SSNIT’s balance sheet to improve the return to
total assets
b) reducing the operational cost of running the SSNIT.
c) Installing a modern IT system for managing pensions under its purview.
d) improving the returns on its investment portfolio
Restructuring SSNIT to be sustainable in the long-run as envisaged in the Pension Act, 2008, should
be done on a number of fronts as enumerated under this recommendation. The essence of the restructuring is
to make SSNIT sustainable.
It has been stated that there are non-performing assets on SSNIT’s balance sheet. Naturally, this
brings down SSNIT’s return on assets, which has been a major concern underpinning the reform.
It has also been documented that SSNIT’s operational costs are high. These include its administrative
costs and wage bill. It is expected that reducing these will improve SSNIT’s performance and make it more
competitive.

4.3

THE INSURANCE INDUSTRY

The objective of FINSSP II with respect to the insurance industry is to support the industry to
promote efficient mobilization of savings to support the real sector of the economy.
Strategic initiatives to improve upon the situation in Ghana should focus on the following aspects of
the industry’s performance:
·
·
·
·
·
·

Increasing the capacity of insurers to do more of all classes of business. This includes increasing
access to insurance services by the general population, in particular low-income households
Appreciating the critical role of customers in enhancing business; undertaking to know the
customer better; enhancing relationships with customers and adopting customer protection
approach to business
Moving towards risk-based supervision
Implementing the provisions of the Anti-Money Laundering Act, 2008. This is receiving broad
national attention (beyond but including insurance)
Enhancing the solvency of insurers (capital adequacy, liabilities relative to assets and capital,
investment income, etc)
Beginning to prepare the grounds for agricultural and micro-insurance
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Enhancing Insurance Activity and the Importance of the Customer.

Recommendation 22: The industry, spearheaded by the NIC should
a) undertake to enhance insurance activity, principally by researching customer needs
and developing products to meet such needs
b) develop and promote customer protection programmes to win the confidence of the
customer
The banking industry in Ghana is about 16 times as large as the insurance industry (by total assets)
indicating that the insurance industry has room to grow. The way to do this is to increase insurance activity on
all fronts. However this cannot be done if customer needs are not addressed.
Indications of what needs to be done are provided by customer complaints in respect of the two
biggest classes of business – motor and life - reported in NIC’s Annual Report 2009. On motor, complaints had
to do with repudiation of claims by insurers, delay in settlement of claims, dispute over quantum and delay in
payment of settled claims. On life, the complaints relate to:
·
·
·
·
·
·

Benefits promised by insurers differ from benefits on policy documents
Insurance company’s failure to cease deductions after policy had been surrendered
Payment of low surrender values
Delay in processing matured policies for payment
Delay in refunding of wrongful deductions
Unauthorized premium deductions

Further, the 2009 report speaks of huge outstanding claims.
Risk-based Supervision and Capital

Recommendation 23
a) NIC should expedite action on migration to risk-based capital.
b) Amend the minimum capital requirement to the Ghana Cedi equivalent of US$5
million.
c) Ensure regular actuarial assessment of individual life company risks and exposure and
adjust required capital upwards of the US$5 million if need be
The recent global financial crises has brought to the fore the need to move to risk-based supervision.
Different insurance companies were impacted differently depending on the extent to which they were exposed
to the vagaries of capital markets and the amount of capital they had.
Risk-based supervision will allow regulators to set capital levels that are consistent with individual
company exposures. In this context, the NIC and the sample of insurers interviewed were of the opinion that
it would appear that the current minimum capital of the cedi equivalent of US$1 million (life and non-life) is
not enough. The NIC is proposing a minimum of the Ghana cedi equivalent of US$5 million, to be adjusted
upwards according to the exposure of individual companies. The 2009 report speaks of inadequate capital.
Regular actuarial assessment of the risk exposures of life insurance companies will help establish the
level of capital that each must have.
Enhancing the Solvency of Insurance Companies

Recommendation 24: NIC should focus attention on raising the solvency level of the
industry
The solvency of the industry is of paramount concern. The self-assessment report referred to
indicates that NIC scored 5 out of 10. This is the minimum that is considered adequate by IAIS. Thus, there is

54

room for improvement. The NIC’s Annual Report 2009 gives indications of what needs to be addressed. The
NIC’s inspection of ten broking firms and fifteen insurance companies reveals the following major concerns:
·
·
·
·

Huge outstanding premiums
Huge outstanding claims
Payment of commission to unlicensed agents
Inadequate capital

All these have a negative impact on the solvency of the industry.
In a bid to increase business there has been a tendency to issue policies without insisting on cash
premiums at the time the policies are issued. There is no doubt that such a lax approach is likely to increase
the volume of prospective business underwritten, but turning such prospects into real clients can be
challenging.
As it turns out, many of these premiums have remained outstanding. A survey of the industry points
to a 13.1% increase in unpaid policies in 2009 over 2008. For the non-life business as a whole, premiums
outstanding constituted 38% of the gross premiums of 2009. That unpaid premiums have become a worrisome
issue is indicated by the fact that the NIC in January 2010 issued draft Premium Guidelines.
Finalized guidelines came into effect on July 1, 2010. Among the many provisions is that all premiums
under GH¢500 shall be settled strictly on a cash basis. Other provisions include necessity for credit policies for
premiums to receive approval of boards of directors, and cheques issued in respect of business transacted
through insurance brokers to be issued in the names of the insurers, among others.
Building Local Actuarial Capacity

Recommendation 25: Government should work with the NIC and the Insurers Association
towards chartering the Actuarial Society of Ghana and assisting them to obtain
accreditation from the International Association of Actuaries.
Currently, actuarial capacity is lacking in the industry. The NIC has however started discussions with
GIZ about enhancing actuarial capacity. A chartered actuarial institute in Ghana will help make the actuarial
profession more attractive to Ghanaians.
Informal Economy, Agricultural Insurance and Micro-Insurance

Recommendation 26: NIC should continue with efforts to support underwriting of
agricultural insurance
The informal sector in Ghana is dominated by the agricultural sector. Breaking into the informal
economy has been difficult. One channel that might work is the concept of micro-insurance. Agricultural
insurance will help farmers gain access to bank credit.
A huge challenge to insuring this sector of the economy is the cost of premium collections. Most of
the money of the informal sector is not in the formal banking system. To collect premiums, one would literally
have to go to each one of them, which is an expensive proposition if it is to be done physically. Other
problems are: i) location addresses; ii) identities of operators and iii) proper documentation covering the
enterprises.
Meanwhile four insurance companies are providing micro-insurance products to the informal sector.
NIC in conjunction with GIZ has undertaken crop feasibility studies to help establish modalities for
underwriting agricultural insurance. Insurers are unwilling to underwrite agricultural risks for a number of
reasons. By a huge margin, farms in Ghana are small and privately-owned with little documentation in respect
of the basic information that is needed to underwrite such risks. For example, information on farm size,
planted crops and history of harvest size is not available.
Government should invest financial resources in the necessary data management infrastructure such
as the management and collection of weather and crop production/yield data to strengthen these support
services. The Statistics Research and Information Department of the Ministry of Food and Agriculture and the
Ghana Meteorological Agency should be supported.
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Review of the Insurance Act 724 (2006)

Recommendation 27: NIC should finalize required revisions to the Insurance Act
identified by the industry and present these for passage into law.
Some constraints in the insurance law have been identified. They include non-reference to microinsurance and agricultural insurance in the law/legislative instrument and non-provision of penalties for noncompliance with the provision that all public buildings and must be insured.
Making Use of Local Capacity

Recommendation 28: The Ghana Insurers Association’s pool of insurers to whom oil
and gas insurance requests are directed should be formalized with NIC backing. The
pool should have a formal secretariat staffed by experienced and knowledgeable
persons and funded by members.
Commercial oil production in Ghana started in the 4th quarter of 2010. Insurance companies in Ghana
are small, relative to the demands of this industry. Also the skills and competences needed to service this new
industry do not currently exist.
It would appear that the capital of Ghanaian insurers cannot support underwriting big deals (even if
the minimum capital is raised to US$5 million). For example, all general insurers in Ghana could only
underwrite 1% of value of the Jubilee oil rig in 2008. Another case in point is the FPSO Kwame Nkrumah. All
insurers in Ghana together could only underwrite US$12 million. Reinsurers could also underwrite only
another US$12 million for a total of US$24 million. Thus, the industry in Ghana could underwrite only 2.4% of
the vessel that is valued at US$1 billion.
However, Section 37 (1a, b, c) of the Insurance Act forbids entering into insurance contracts with
offshore insurers in respect of a) property situate in Ghana b) liabilities arising in Ghana and c) Goods being
imported into Ghana other than personal effects without permission from NIC
For its planning purposes, the Ghana Insurers Association has formed a pool of insurers to whom all
requests for insurance products will be directed. The strategy is that when these requests are received,
initially, all members of the pool will take up as much business as their ability and capability allows them; next,
re-insurance companies in Ghana will have the chance to take up as much business as they can; thereafter, any
unfilled needs may be routed outside Ghana. In this case, commission on business placed outside Ghana will
come to the pool of insurers in Ghana
Cross-country Regulation

Recommendation 29: NIC should intensify efforts to develop collaborative relationships
with regional insurance supervisors
With the liberalization of financial markets, including insurance, and the Foreign Exchange Act, 2006
now allowing for 100% foreign ownership of insurance companies, cross-border regulation agreements are a
good way to give Ghanaian regulators insight into foreign-owned companies. Already, many foreign-owned
insurers have been licensed in Ghana. NIC should double up in its efforts to improve its score on the Groupwide supervision (IAIS) core principle.
Harmonized Compensation Convention for Victims of Motor Accidents Within the West African Sub Region.

Recommendation 30: Government should encourage the ECOWAS Secretariat to forward
the harmonized compensation convention for victims of motor accidents within the West
African sub-region to Ghana’s Parliament as a matter of urgency to ensure equity in
compensation for Ghanaians injured in road accidents.
At the 28th council meeting of members of ECOWAS Brown Card a document was adopted to
harmonise compensation of victims of motor accidents within the sub-region. The document provides for and
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defines the scope of Brown Card insurance coverage as well as terms and conditions; it seeks to harmonise
various settlement procedures and provides a methodology for compensation of quantum of awards to road
accident victims
Ghana is a signatory to the ECOWAS treaty as well as the Brown Card protocol. The
implementation of the said harmonised convention by Ghana should bring Ghana in line with francophone
neighbours who already have the CIMA8 code. It will also cement regional integration and ensure that victims
of road accidents within the sub-region are equitably compensated. Consequently, the signed document has
been sent to ECOWAS secretariat to be forwarded to the various parliaments to be passed into law.
The Ghana Insurers Association has developed compensation guidelines in line with harmonized
compensation convention to regulate compensation, largely under the local motor insurance policy. These
compensation guidelines have been given to NIC for study.
Short-term issues

Recommendation 31: NIC should facilitate the development and adoption of a market
conduct agreement by the Ghana Insurers Association and insurance brokers.
The industry does not have a code of conduct for insurers. From time-to-time one hears of
“ungentlemanly” behaviour such as quoting less than approved tariffs. Institution and acceptance by all of
market conduct agreements will help address such issues.
Public Education

Recommendation 32: Government should support NIC and the Ghana Insurers
Association to educate the public on claims requirements
Complaints about non-payment of claims have abated. Bottlenecks in the procedures, where the claim
is clear cut, relate to the delays in producing police and/or medical reports, where needed by law. Continuing
public education on claims requirements will enhance the efficiency of claims processing.

4.4

THE BANKING INDUSTRY

Lack of Information Infrastructure – Credit Bureau

Recommendation 33: The Bank of Ghana should address problems in the law on non
disclosure of client information which is inhibiting the information collection efforts of
credit bureaux.
A functioning credit bureau will help address the problem of rising non-performing loans and should
be speeded up and supported by the Government, the financial institutions and other stakeholders
As far as availability of credit information is concerned, Ghana and other African countries are behind
the rest of the world. The World Bank records that information on private credit bureau and public credit
registry coverage for Africa is poor save for Botswana and South Africa.
The government passed The Credit Reporting Act, 2007 (Act 726) to facilitate the activities of credit
reference bureaux. Problems are presently being encountered in the implementation of the law. The Act
provides that if the credit facility is non-performing, the lender should report immediately to the credit bureau.

8

Thirteen francophone African countries (Benin, Burkina Faso, Cameroon, Central African Republic,
Chad, Equatorial Guinea, Congo, Gabon, Ivory Coast, Mali, Niger, Senegal and Togo) have signed and ratified
a treaty setting up the Conference Interafricaine des Marches d’Assurances (CIMA), and have agreed to be
bound by the insurance legislation (the CIMA Code) that forms an annex to the treaty. The code came into
effect in February 1995 and consists of six “books”, covering life as well as non-life business.
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The consent of the borrower is not needed. However, if the facility is performing, the lender may not report
to the credit bureau. The problem is that, for the credit referencing concept to work well, good news about
borrowers is also important.
Information and Contract Enforcement

RECOMMENDATION 34:
a) Government should continue to support efforts aimed at building good credit
information infrastructure
b) Bank of Ghana should promote better enforcement of creditor and debtor rights.
Two keys to expanding credit availability are: 1) good information infrastructure and 2) clear creditor
and debtor rights. Information infrastructure includes credit bureaux, address systems and national
identification system. Credit bureaux as mentioned above provide credit referencing that helps financial
institutions to have the credit record of firms and individuals to support credit appraisals. Lack of information
increases bank operating costs.
Bankers are unanimous that a second factor that discourages lending is the difficulty of enforcing
creditor rights. Without these two essential ingredients (good information infrastructure and creditor rights),
the banks are left with costly, time consuming, and unreliable procedures for pre-credit appraisal and without
the comfort of speedy recourse to foreclosure if things go wrong. Countries with stronger creditor rights and
better credit information enjoy better risk management and experience higher volume of credit. For a level
playing field, strong creditor rights should also go with strong debtor right.

Recommendation 35: Government should provide continuous financial education for the
members of the Judiciary and the Bar
To enhance court decisions on financial matters, members of the judiciary and the bar should be
provided with financial education.
High Interest Rate Spreads

Recommendation 36:
a) Bank of Ghana should have an appropriate institutional set up that will investigate
oligopolistic or monopoly behaviours and unfair trade practices among the banks to
ensure that interest rates and fees are set competitively.
b) The BoG should be equipped with capacity necessary to undertake the tasks through
technical assistance.
c) BoG should annually report on whether any oligopolistic or monopoly behaviours and
unfair trade practices were found among the banks.
d) The Ministry of Finance and Economic Planning, Bank of Ghana and The AttorneyGeneral’s Department should spearhead drafting of anti-monopoly and unfair trade
practices legislation in banking with penalties to deter such practices.
e) The BoG should undertake research and establish a transparent method for calculating
bank base rates and also monitor how banks compute their base rates.
The spread between lending rates and borrowing rates (i.e. interest rate spread) is a key statistic of
banks in playing their intermediary role and is key to how the welfare of society as a whole is enhanced by the
banking system. The higher the spread, the higher the inefficiency and/or the higher the profitability of the
sector. The spread between borrowing and lending rates in Ghana has remained very wide over the decades.
For the 2002 to 2008 period, it has ranged between 18.25% and 25.5%. In recent years, Ghana’s interest rate
spread has been higher than those of many countries. This wide spread between borrowing and lending rates
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is the single most challenging obstacle that has hampered Ghana’s aspirations for faster economic growth and
development.
Liberalization and other market driven reforms in Ghana’s financial sector have led to a large increase
in the number of banks in the country. It was expected that the increased competition that ensued would
stimulate a deeper and efficient financial sector and bring down lending rates and the spread between
borrowing and lending rates. This has not been the case. While the increase in the number of banks has
reduced industry concentration and somewhat increased competition in the sector, the sector is still
oligopolistic. It has not led to significant restructuring, thus leaving the sector with high lending rates, a wide
spread between borrowing and lending rates and incapable of leading private sector development.
The findings of one study suggest that Ghanaian banks, big or small, do have market power, the bigger
ones having more power that the smaller ones and this market power seems to be increasing with time.
Factors that significantly explain the market power of Ghanaian banks are bank size, efficiency of staff, and the
macroeconomic environment. Ironically, an improved macroeconomic environment has translated into more
market power for banks in the country.
High interest rates, whether caused by inefficiency or lack of competition, do more than add to
borrowers’ costs. By pricing the safe borrowers out of the market, high interest rates can increase the risk of
lending, making banks less willing to lend and potentially resulting in credit rationing combined with high bank
liquidity.
It is also emerging that some depositors with large amount of money such as SSNIT and mobile
telephone operators demand very high rates from banks. Banks that comply, especially the smaller ones, must
now turn around and lend such sums at even higher rates. The consequence of this is that interest rates are
high.
To deal with the problem of high interest rates and wide interest rate spreads, the temptation would
be to control interest rates and direct credit, which would be a major reversal of policy to those that existed
in the early years of financial repression. Fortunately, Ghana’s financial sector experience gives ample lessons
on the negative impacts that control of interest rate and allocation of credit would result in.
Yet, as a critical financial industry, a competitive banking system, with low interest rate and a narrow
spread between bank lending and borrowing rates is essential for the development of the country’s economy.
The Bank of Ghana should be more proactive in ensuring that the banks set competitive interest rates.
Investigating oligopolistic behaviours and unfair trade practices among banks and levying penalties for breaches
can help deal with the problem. The Bank of Ghana should also undertake research and establish a transparent
method for calculating bank base rates and also monitor how banks calculate their base rates
The Reserve Bank of India’s solution to this problem is worthy of note. To make bank lending rates
more transparent, the Reserve Bank of India in 2010 provided a formula for calculating bank base rates. All
categories of loans (with only a few exceptions) are to be priced only with reference to the base rate.
The formula for calculating the base rate incorporates Cost of Deposits/funds; Cash Reserve Ratio
SLR; Statutory Liquidity Ratio; 364 day Treasury Bill Rate; Unallocatable Overhead Cost; Net Profit; and Net
Worth (= Capital + Free Reserves).
Some Ghanaian banks indicate that they do lend below their base rates. This admission makes
meaningless the traditional meaning of a base rate. A movement to the true meaning of the base rate will help
address this apparent misnomer and make transparent bank pricing of credit.
Nominal and real interest rates in the Ghanaian Banking Sector

Recommendation 37: The Bank of Ghana should periodically publish real deposit and real
lending rates. The public should be advised about the meaning of negative real deposit
rates
The nominal interest rate is made up of two components: an inflation component and a real
component. Though still high, inflation in Ghana has generally been declining over the years and with this a
decline in the inflation component of the nominal interest rates. When the inflation component is stripped
from the nominal lending interest rate to lay bare the real lending interest rate, the latter is still high. Similarly,
when the inflation component is stripped to lay bare the real deposit interest rate, the latter is low and mostly
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negative, implying that savers do not earn enough on their funds and most often are gradually losing the value
of their savings.
The gap between the real lending interest rate and the real deposit interest rate reveals the high real
interest rate spread (or margin) in Ghana discussed above.
High Fees and Commissions

Recommendation 38: The Bank of Ghana should prohibit ad valorem fees. Instead,
maximum fees per transaction should be indicated based on best practices and market
conditions.
Measures that will promote more competition and hence efficiency in the Ghanaian banking industry
should be encouraged so as to make the banks move away from charging proportional fees and commissions
for services ( as opposed to flat fees), including international money transfers into the country..
Ghanaian banks, like banks in some economies charge proportional fees and commissions for services.
For example, Ghanaian banks charge fees or commissions as a proportion of amount of money to be
transferred into the country. The result is that the larger the amount of money transferred the higher the cost
of the money transferred even though the bank incurs no extra cost. This practice discourages the transfer of
large funds.
In contrast, banks in some countries (e.g. USA) charge a fixed amount of money as fee for the transfer
of funds. Such a practice while not penalizing the transfer of small funds, promotes the transfer of large sums of
money.
The practice in Ghana is ascribed to inadequate competition and inefficiency in the banking industry
which keeps net interest margins and profitability high. As the economy grows and transaction sizes grow
correspondingly, banks may consider moving away from charging proportional fees and commissions, especially
for services such as international money transfer.
Capacity Building and Improving Financial Literacy

Recommendation 39: Banks and other financial institutions should be assisted with
institutional capacity-building
In expanding the financial sector, the biggest challenge is the development of the capacity of banks and
other financial institutions. Capacity development includes institutional development, training and a good
corporate governance culture.

Recommendation 40: The capacity of Bank of Ghana’s banking supervisory department
should be enhanced.
The BoG needs to improve its regulation and supervision skills, be more proactive and collaborate
with the other regulators of the financial system to ensure that risk factors are dealt with early enough before
they permeate the entire system.
The BoG appears to be effective in supervising the banking system in the country. However, abuses
exist in the system. The banking industry, it is alleged, has its share of abuses due to malpractices and
deviations from regulations. Situations in which the information and/or the knowledge of the
regulator/supervisor falls short of that of the regulated/supervised are alleged to exist in the sectors, leading to
abuses in the system. With the banks being universal banks that do business across the sub-sectors - banks, the
securities markets, insurance and pensions - gaps sometimes do exist in the supervision and regulations of the
four regulators (i.e. the Bank of Ghana, the Securities and Exchange Commission, the National Insurance
Commission and the Pensions Regulatory Authority).
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Risk-based Banking Supervision

Recommendation 41: Government should give its full support to implementation of riskbased banking supervision
Risk-based supervision as in Basel II and Basel III, call for setting aside adequate capital for the risk
being borne. In general, it is thought that bank risk management systems in Ghana are not up to the standards
required by Basel II and Basel III. BoG should educate the banks on Basel II and III and support their
implementation.

Recommendation 42: Undertake a feasibility study to establish the viability of deposit
insurance
Deposit Insurance is a guarantee that all or a limited amount of the principal (and in some cases
interest accrued on deposit accounts) will be paid in the event that a bank fails. The guarantee may be either
explicitly given in law or regulation, offered privately without government backing or may be inferred implicitly
from the verbal promises and/or past actions of the authorities.
In recent years, many nations have adopted or are considering a system of explicit or formal deposit
insurance. Prior to the introduction of a formal scheme, several countries have been operating an implicit
deposit protection system whereby Government’s protection of depositors is totally discretionary.
Formal deposit insurance schemes now exist in almost all developed countries and an increasing
number of developing countries. It serves a number of important economic and social objectives, the principal
being the provision of protection to small unsophisticated depositors, the maintenance of confidence in and
stability within the financial sector and the acceleration of the process of failure resolution strategies in cases
where a bank fails.
Attention is drawn to the moral hazard problem associated with deposit insurance. In the deposit
insurance context, moral hazard manifests itself in two ways. First, explicit deposit insurance gives insured
banks incentives to pursue added risks because they can capture any profits but shift any losses to the
government. Second, explicit deposit insurance reduces incentives by depositors and shareholders to monitor
their banks.
The value of a feasibility study is to explore deposit insurance structure that will present government
with appropriate trade-offs between the benefits of deposit insurance and the moral hazard cost.

4.5

PAYMENT AND SETTLEMENT SYSTEMS

Modern economies are increasingly relying on electronic modes of payment. GhIPSS plans to ensure
that Ghana has an efficient, robust and modern payment system infrastructure. Some recent developments
include the following:
·
·
·

Automated Clearing System for handling all manners of standing orders has been launched and
gone live.
RTGS: Now operational and run by BoG.
The e-Zwich, a national switch in which all banks can participate.

Until the introduction of e-Zwich there were 5 or 6 switches run by banks. Because they were so
many, they did not enjoy the advantage of economies of scale. However, in order for e-Zwich to also process
transactions from other card and payment systems, it is necessary to implement an open switch system which is
underway. The challenge is to accelerate the adoption of e-Zwich.
Formal Employees

Recommendation 43: Government should adopt the policy of paying salaries by way of eZwich. GHIPPS should continue to educate the general public and government officials
about the advantages of e-Zwich.
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A pilot study to pay core staff of the Controller and accountant General’s Department by way of eZwich is underway. Others on track to be migrated to e-Zwich are civil servants, the Students Loan Trust,
the National Service Scheme and purchasing of petrol by all.
Government Transactions

Recommendation 44: Government should move to process most of its payments to eZwich accounts and receive payments by e-Zwich
Government can lead the adoption of electronic payment systems by receiving and making payments
electronically. Prime candidates include fees to Government, District Assemblies, Ghana Revenue Authority,
etc.
Informal sector, Educating the Public and Affecting Attitudes

Recommendation 45:
a) Government and the BOG should assist GhIPSS to Intensify efforts to enlist the cooperation of the informal sector groups in using the e-Zwich card
b) Government should support GhIPPS with financial assistance to educate the public
and to effect a change in people’s attitude to embrace the e-Zwich.
Efforts are underway to get Susu collectors to use e-Zwich instead of hard cash by making them
appreciate the benefits of e-Zwich. This is going fairly well. There are a number of groups using the card and
others are preparing for pilot trials.
GPRTU is actively using the e-Zwich at lorry stations in Accra. The Metro Mass Transit started a trial
between Accra – Tema and on other selected routes in July 2010. e-Zwich agencies at the various lorry
stations/terminals perform basic banking services including depositing and withdrawing funds for drivers and
travelers.
GhIPSS is of the view that increasing point of sale terminals, deploying resources to rural areas and
public education are now needed to extend the reach and patronage of the e-Zwich
Legal Framework

Recommendation 46: Amend the Bills of Exchange Act, 1961 (Act 55) to reflect modern
trends in payment systems
In Ghana, the legislation governing payments is the Bills of Exchange Act, 1961 (Act 55). It calls for
paying banks to make payment upon presentation of the actual cheque. The Check Codeline Clearing is a
system of paying against the image of the cheque. The BoG has used a regulatory fiat to allow payment against
the image of the cheque. However, it is necessary to change the legislation to reflect modern trends.

4.6
ANTI-MONEY
FINANCING

LAUNDERING

AND

COUNTER

TERRORIST

Recommendation 47: Government should ensure that the national strategy for the
countering of money laundering and financing of terrorism alongside the action plan is
finalized and operationalized.
A draft National Strategy for the Countering of Money Laundering and Financing of Terrorism
alongside an Action Plan has been developed based on the Anti-Money Laundering Act. The documents should
be finalized and made operational.
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Recommendation 48: There should be sufficient budgetary allocation for completing
the setting up of the Financial Intelligence Center including adequate office
accommodation, public education, logistical support and appropriate staffing.
The FIC is presently located in temporary offices on the 10th floor of the Cedi House of the Bank of
Ghana. It is autonomous of the Bank of Ghana but has the MOFEP as its sector ministry. It is headed by an
Acting Chief Executive Officer and has five (5) other staff. All of the staff are from the Bank of Ghana. The
centre is still recruiting to strengthen its capabilities and has plans to relocate the office to their own
accommodation in future. However, it is constrained by inadequate funding and logistical support.

4.7

RURAL AND COMMUNITY BANKS

Recommendation 49:
a) Government should support the internal audit unit of the ARB Apex Bank with
capacity building while RCBs contribute to meeting the operational cost of the internal
audit work.
b) ARB Apex Bank should take up the training of internal audit staff employed by RCBs to
ensure they can perform well.
One major challenge of RCBs is their poor internal audit systems. In a bid to address this problem,
BoG has recommended that ARB Apex Bank takes up the internal audit function of the RCBs. Apex Bank
however has inadequate capacity and resources to effectively take up this function as well as other supervisory
roles. There is also the issue of some RCBs’ inability to attract qualified staff due to their rural locations. ARB
Apex Bank is considering creating a pool of well trained personnel who will be attached to APEX/BoG for
about six months after which they return to the RCB.
The major challenge facing ARB Apex is funding. On the basis of the profitability of its shareholders
(the RCBs), it is unrealistic to expect ARB Apex to undertake successful recapitalization through a capital call.
In fact it has been strongly argued by stakeholders that the potential impact of upgrading the performance of
rural banks is so important to the economy that it should not be left to their shareholders only. Many have
argued that their activities should be considered as providing a public good. In line with this view,
Government should provide financial support to ARB Apex.

Recommendation 50: Review the original concept of RCBs as unit banks to allow them to
merge into more viable units. The BoG should provide technical advice in this regard.

Recommendation 51: Review and enhance the corporate governance structures (rules
regarding shareholding, voting, board structure, appointment of directors, skill set of
board members, tenure of directors, etc) of RCBs.
RCBs are unit banks which are permitted to operate within a 25-mile radius. The inability of RCBs to
establish branches confines their operations to their immediate catchment area and therefore limits their
ability to grow.
Many rural banks are currently not viable. The ARB Apex Bank has been advocating that such banks
should merge with others or other viable financial institutions, reaping the benefits of economies of scale.
However, such a move would contradict the original concept of RCBs as unit banks unless the original concept
is reviewed and modified. The corporate governance of RCBs should be reviewed and strengthened.
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4.8

SAVINGS AND LOANS COMPANIES

Recommendation 52: BoG should be prepared to engage Savings & Loans companies that
are able to grow their capital to levels between the capital requirements of S&Ls (GH¢7
million) and banks (GH¢60 million) with their request for additional services to their
clients (such as direct cheque clearing and international money transfer).
BoG should assess whether these S&Ls have risk management structures to support these additional
services. e.g., the capacity to open and maintain clearing accounts with BoG and to engage in

international money transfer.

4.9

CREDIT UNIONS

Recommendation 53: Promulgate a specific credit union law to address regulatory issues
of concern to credit unions.
Currently, credit unions are governed by the Cooperative Societies Decree 1968. This law governs
17 cooperative bodies of which the credit union is the only financial institution.
Credit unions want a law promulgated that recognizes them as financial institutions with all the
discipline that goes with it. The law will take into consideration peculiarities of credit unions which set them
apart from other financial institutions. Such a law should also make it an offence for any entity that is not
licensed as a credit union to use the credit union logo. Currently, non members of CUA use the CUA logo to
mislead an unsuspecting public, but CUA has no legal recourse.

4.10

MICRO-FINANCE

Supervision

Recommendation 54: The Banking Supervision Division of BoG should set up a
microfinance unit.
The unit should develop a framework to supervise and regulate the microfinance sub-sector and build
the capacity of microfinance institutions (financial service providers) through their apex bodies.
Consumer Protection

Recommendation 55:
a) Regulations for public disclosure and transparency in the operations of microfinance
institutions should be enhanced to help protect consumers and build confidence in their
operations.
b) GHAMFIN should be supported to promote the traditional principles of microfinance
as well as international best practices for consumer protection.
There is a lack of mechanisms for ensuring consumer protection against malpractices such as usurious
interest rates by some micro-finance institutions, particularly those serving the semi-formal and informal
sectors. Regulations for public disclosure and transparency in the operations of microfinance institutions could
help protect consumers and build confidence in their operations. Micro-finance apex organizations should be
encouraged to develop and implement industry standards.
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Principles underlying best practices for client protection include: 1) avoidance of over-indebtedness,
2) transparent and responsible pricing, 3) appropriate collection practices, 4) ethical staff behaviour, 5) redress
of grievances, and 6) privacy of client data.
Capacity Building

Recommendation 56: Government should support GHAMFIN to develop and implement
industry standards.

Recommendation 57: GHAMFIN should be supported to enhance its capacity to:
a) promote and build capacities of microfinance institutions in social performance
management
b) monitor and publish performance bench marking of the microfinance sector
c) develop and manage database of all microfinance institutions
d) set up and manage a central resource centre for microfinance literature, publications
and other documentations
The micro-finance institutions lack adequate institutional capacity. Specific challenges include
inadequate human capital, inadequate credit delivery mechanisms and management, poor data/information
gathering and dissemination, weak and inadequate research, monitoring and evaluation activities.
A key to their success should be recruitment and training of dedicated staff, while fostering a deep
sense of personal and social responsibility. They should build long term relationships with staff, and invest in
their training to develop technical skills.
GHAMFIN has developed capacity building expertise but requires financial support in order to meet
the needs of microfinance institutions.

4.10.1 SUSU
Unclear Regulatory Environment

Recommendation 58:
A specific legislative instrument to regulate microfinance institutions including Susu
companies should be put in place.
Freelance Susu collectors and Susu companies presently are not under any prudential regulation and
operate under an unclear regulatory environment. The BoG Banking Supervision Department has the mandate
to regulate Susu activities in the country but with over 4,000 members, BoG does not have the capacity to
undertake the task. The Bank of Ghana would like the GCSCA to put their house in order before they can be
made to self-regulate. Amendment 225 of the Bank of Ghana Act (Act 2004) makes provision for the Bank of
Ghana to delegate regulatory responsibility.
Once the Bank of Ghana determines the official operating and monitoring processes that will govern
Susu collection agencies, it should empower the GCSCA to certify Susu collection agencies and freelance Susu
collectors. This government-approved certification will identify those agencies whose operations abide by
approved accounting and banking practices with regard to both the clients they serve and the large banks or
other institutions with which they may have partnerships (for example, an institution that grants funds for the
loans extension).

Recommendation 59: Bank of Ghana should enforce the prohibition of lending by Susu
Collectors.
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One Susu banking practice that the Bank of Ghana should closely regulate is loan extension. As
mentioned above, most Susu collection agencies grant loans to their clients from money collected from other
clients in the Susu savings operations. GCSCA admonishes its member that instead of lending against client
savings, they should seek funds from outside sources, such as commercial banks for extending loans

Recommendation 60: BoG should work with the Susu Collectors Association to ensure
that Susu collectors undergo training in record keeping before being allowed to practice
their trade.
Some individual Susu collectors and Susu companies do not distinguish between monies they collect
from clients and their own money. As a result, they spend customers’ funds and when customers come for
their money, they are not able to make payments. This is one major reason why some Susu collectors and
companies go out of business.
Some individual Susu collectors and Susu companies do not practice good record keeping. Some keep
records in their diaries; some do not even keep details of their customers.

Recommendation 61: Susu companies should be treated as savings and loans companies.
Traditionally, Susu collection was undertaken by individuals and currently the majority of Susu are
individuals. However, increasingly, Susu collectors are setting themselves up as companies with front offices
collecting deposits and making loans. In effect the Susu companies are operating as though they are savings and
loan companies but without licensing and supervision. It is recommended that Susu companies should for
regulatory purposes be treated as savings and loan companies. Treatment as savings and loans companies will
imply submission of annual financial statements to the BoG, auditing of financial statements by external
auditors and their supervision and regulation by the BoG.
Lack of Structures and Weak GCSCA Institutional Infrastructure

Recommendation 62: GCSCA should be supported to build its structures and its capacity
as well as the capacities of its members
GCSCA is institutionally weak. To address these weaknesses, the Association is focusing on building
solid internal structures and gaining the confidence of the Bank of Ghana, the general public and other
stakeholders.
The first broad activity includes formation of committees that carry out specific activities, undertaking
of membership drive, engaging a retired officer from the Banking Supervision Department to assist the
Monitoring, Regulatory and Disciplinary Committee, initiation of supervision visits to member companies,
issuance of Identification Cards to all staff members in good standing, requesting submission of financial
statements by April 1st of each year starting from April 1st 2010, auditing of financial statements by external
auditors and building strategic alliances with funding institutions.9 There have also been discussions on buying
software and hooking the members up to it.
The second broad activity involves embarking on measures that will strengthen the Association’s
internal structures and make the Association more visible through measures such as intensive public education
through radio programmes, printed media and direct talks with groups and associations which patronize Susu
companies' services.

9

Such as Support Programme for Enterprise Empowerment and Development (SPEED) funded by
GTZ (now GIZ) and Danida.
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4.10.2 MONEY LENDING
Recommendation 63: BoG, in consultation with the Association of Money Lenders
should establish a regulatory framework for supervision and monitoring of money
lenders
The BoG states that according to its mandate, it is its duty to regulate the activities of microfinance
institutions, including money lenders. BoG has dedicated a unit with the Bank tasked with the responsibility of
regulating the microfinance sector. The unit should be supported to put in place a feasible regulatory
framework for money lenders.

4.11

DEVELOPMENT FINANCING

The concept of a DFI is still relevant given the task of growing the SME and other underdeveloped
sectors of the economy in the context of a severe failure of the banking system. In many advanced economies
where financial markets are more efficient, governments have found it necessary to establish development
finance institutions for specific interventions. Examples include the Small Business Administration and Fannie
Mae of the United States and the Business Development Bank and Farm Credit Canada.
There is no doubt that Ghana needs to engage in development financing, if infrastructural, housing,
agricultural and other developmental bottlenecks are to be reduced or removed.
Lessons learnt from previous involvement suggest that the following principles must be respected, to
increase the chances that DFIs will help address the bottlenecks. Under the new model, DFIs should:
1.
2.
3.
4.

only be used for targeted interventions and should not be made to operate like universal banks
be governed and regulated under special statutes instead of the Banking Act
have a statutory mandate review every ten years with a mid-term review to ensure that the DFI’s
mandate remains relevant
be non-deposit taking and be funded through:
a. concessionary donor-contracted funds for on- lending and
b. government-guaranteed development finance bonds

A new business model should build on past experiences in order not to repeat the mistakes of the
past. The sunset clause for DFIs means that their lifespan will be terminated unless explicitly renewed by
Parliament. This prescription is an antidote to the tendency for targeted interventions to persist long after the
reasons that led to their creation have ceased to exist.
As much as possible, DFIs should channel the sourced funds to the sector through existing financial
institutions, which should have in place measures such as the use of credit bureaus and other information
infrastructure and better sector lending practices to ensure good performance. In order to ensure that the
existing financial institutions through which the funds are channelled do not sit on the funds, the right
incentives should be given to the financial institutions.

4.11.1 AGRICULTURE
Recommendation 64:
As far as possible the Agricultural Development and Investment Fund announced by
Government should be channelled through existing financial institutions, and
Government should draw up operational guidelines for banks to access such funds, enter
into a balanced risk-sharing agreement that provides appropriate incentives to banks to
tap the fund.
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Recommendation 65: MOFEP FSD should work with the Ministry of Food and Agriculture
to promote the development and implementation of policies that support a continuous
flow of credit to the agricultural sector.
Despite the potential of agriculture to contribute to the economic development of Ghana, credit
allocation to the agricultural sector by the financial institutions is very limited. The share of agriculture and
forestry in the outstanding credit balance of commercial banks has been falling consistently over the past
fifteen years. The limited financing from the banks to agriculture have been targeted at big traders, large-scale
farmers and processing units though it is rather smallholder farmers who overwhelmingly dominate agriculture
in Ghana.
In the past, Government’s efforts to work with deposit money banks to finance entrepreneurs to
increase exports have not worked well partly because the modalities and incentives for accessing and
disbursing these funds were not well spelt out with the intermediating banks. This should be addressed as the
Export Development and Investment Fund’s scope is expanded to include agriculture.

4.11.2 HOUSING FINANCE
Recommendation
66: Government should facilitate the supply of home loans
(mortgages) by establishing a mortgage guarantee scheme for low to middle income
buyers buying multiple unit and single unit residential accommodation

Recommendation 67: Reduce the transaction costs by eliminating stamp duties on the
registration of titles for residential homes in the affordable price range

Recommendation 68: Issue housing bonds (minimum 10-year maturity) to provide
a financing facility that could be tapped by financial institutions for long-term
funds for mortgage lending.
Long term finance for housing is a constraint. Financial institutions are reluctant to extend long
maturity mortgages because of their inability to access long-term financing. Primary mortgage markets are
constrained by inadequate legal and institutional frameworks. Weak legal protection of secured lending and
weak enforcement of collateral, incomplete land titles and registration, land transfer restrictions, insufficient
credit information on retail borrowers, and lack of building standards and valuation procedures limit the ability
of financial institutions to provide long-term finance for housing. In addition, deficiencies in the supply chain
often make housing prices unaffordable.
Government should intervene in this market to make mortgages accessible and affordable for low to
middle income Ghanaians. This should be targeted to income levels (not exceeding GH¢36,000 annually and
house prices not exceeding GH¢75,000). A mortgage guarantee scheme for the affordable price range will
mitigate the risk of lending to low-to-middle income Ghanaians and incentivise financial institutions to become
active mortgage lenders. Such a mortgage guarantee scheme should make it possible to buy houses with as
little as a 5% deposit. Sustainability can be achieved by making all beneficiaries contribute premiums into a
guarantee fund to be managed by a state sponsored mortgage guarantee company. A good model to study is
the Canada Mortgage and Housing Corporation which has a self-sustaining guarantee program that enables
low-income buyers to buy houses with as little as 5% down.

68

4.11.3 THE VENTURE CAPITAL TRUST FUND
Recommendation 69: The Government should undertake a strategic review of the
Venture Capital Trust Fund with a view to confirming its mandate and establishing a
permanent source of funding
The key challenge confronting the Venture Capital and Trust Funds (VCTF) set up by the
Government is limited funding which is hampering its operations and effectiveness. It is important to
undertake a strategic review in other to establish a sustainable source of funding.

4.11.4 EXIMGUARANTY CO. LTD.

Recommendation 70:
a) Government should devise sustainable means of funding the Eximguaranty Company
b) There should be a mechanism in place to get banks to pass on risks mitigated by
Eximguaranty Company to their customers through lower interest rates.
The challenge of the Eximguaranty is the need to increase its guarantee fund in order to support
anticipated growth. The ideal is for the Company to have a capital of at least 10% of the total net assets of the
banks and non-bank institutions in Ghana. The current capital is however much below this target.
Like the VCTF, the Eximguaranty Company could encounter problems raising capital from private
markets because it is a government intervention. However, it could successfully raise debt capital with
government guarantee.

4.12

CORPORATE GOVERNANCE

Corporate Governance is a system of structures and processes to direct and control companies. It
specifies the distribution of rights and responsibilities among company stakeholders and articulates the rules
and procedures for making decisions. It defines how companies operate within business, legal, political and
social environments. Good Corporate Governance attracts investors by assuring them that:
·
·
·

The business environment is fair and transparent
Company directors will be held accountable for their actions
All business contracts made by the company can be enforced

Countries that have good corporate governance systems are associated with:
·
·
·
·

Having better access to external finance ( investor confidence is inspired)
Lower costs of capital
Improved company performance
Higher firm valuation and share performance

MOFEP in collaboration with the regulators in the financial sector should ensure that there is a
framework and reporting standards that uphold the principles and practice of sound corporate governance to
assure the country of the benefits of sound governance for the financial sector.
Corporate Governance Code

Recommendation 71: Ghana should develop a holistic corporate governance code for
licensed financial institutions, public companies of a certain size and listed companies.
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A number of regulated companies do not have the equivalent of a corporate governance code. Rather
than have a mushrooming of such codes, it is recommended that a standard code based on principles of good
corporate governance be adopted by all.
A corporate governance code will set standards for all financial institutions. Ghana can for example
use standards like the King’s Code or the OECD principles of Corporate Governance as the standard.
Certified Programmes for Directors

Recommendation 72: Regulatory agencies in cooperation with industry associations and
the Institute of Directors should develop and run mandatory certified programmes for
members of board of directors of financial institutions.
Appointment of directors is an important matter and does not necessarily depend on due qualification
or appropriate skills. Boards of directors suffer from poor capacity and the passiveness of directors. There is
therefore the need to strengthen boards through initial mandatory training programmes and to subsequently
encourage continued improvement programmes for directors.
Shareholder rights

Recommendation 73: Educate shareholders and other stakeholders about their rights
Awareness of corporate governance is generally low and shareholders do not know their rights.
There is not enough shareholder activism. For example, at the Annual General Meetings there is not enough
probing of directors on the operations of the companies they have invested in. Shareholder associations
should be encouraged so that members can be educated on their rights.

4.13

GENERAL LEGAL AND REGULATORY FRAMEWORK

Regulatory integration

Recommendation 74: Establish a Financial Services Board comprising the Heads of Bank
of Ghana, National Insurance Commission, the Securities and Exchange Commission and
the National Pensions Regulatory Authority and chaired by the Minister of Finance to
serve as a forum for coordinating regulatory integration and consistency in the financial
sector. MOFEP FSD should provide secretariat support.
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The FSB should have the following composition:
·
·
·
·
·

Bank of Ghana(BoG)
Securities and Exchange Commission (SEC)
National Insurance Commission (NIC)
National Pensions Regulatory Authority (NPRA)
Possibly 2-3 member external experts

The institutional framework for financial sector regulation can be viewed as a continuum with two
polar extremes. One extreme is the “silo” approach which is too fragmented and does not make for effective
coordination and management of systemic risk. The other extreme is a unified financial regulator such as the
UK Financial Services Authority. Recent experience indicates that there is a problem with both extremes. The
silo model fails to recognize the reality of the convergence of financial services reflected in universal banking,
bancassurance, etc with financial institutions offering products that cut across the traditional subsectors for
regulation. The unified regulator approach has been questioned because of its inability to manage systemic risk
in the financial sector when it is divorced from the central bank.
We have an opportunity to be innovative in Ghana by creating a hybrid model that addresses the
problems of both the silo and single regulator models. The proposed Financial Services Board will be a
statutory body with all regulators represented. We can enhance it by adding a number of experts from the
private sector and academia. It will meet regularly (at least quarterly) just like the Monetary Policy Committee
of the Bank of Ghana, issue a report on the financial sector at the end of each meeting and provide a report to
Parliament annually. The FSB will be supported by a small secretariat at the Ministry of Finance and Economic
Planning with a small corps of professional (economist, legal) focusing on cross-sectoral/systemic/convergence
issues.

Recommendation 75: Enhance the human and institutional capacity of regulators for
supervision and enforcement as globalization continues to roll on.
The institutions are resource constrained and find it difficult to meet the supervisory and
enforcement obligations arising from the expanded financial sector.

Recommendation 76: Cross-border regulatory collaboration should be pursued by all the
regulatory agencies
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As Ghana’s markets become more integrated with those of other markets in West Africa and with
the advent of technology, Ghanaian financial service regulators will have to face up to the challenges posed by
cross-border transactions. Domestic regulation will no longer be adequate to mitigate systemic risks posed by
cross-border finance.

Recommendation 77: The comprehensive roadmap for the implementation of an
International Financial Services Centre (IFSC) in Ghana should be updated and
implemented within internationally accepted prudential norms.
The IFSC project was initiated in 2006. The objectives for establishing the centre was to develop
Ghana as a hub for cross-border financial and business services. The IFSC’s key objectives included:
·
·
·
·

The creation of sustainable employment opportunities
The enhancement of the skills base of Ghanaians
Fostering innovation and sophistication in financial and business services
Enhancement of Ghana’s reputation in the international financial and business community

However, the project has stalled since 2009 and the only licenced offshore bank, Barclays Bank, has
surrendered its licence because of government’s failures to follow through with the remaining legal and
regulatory specifications particularly for nonbank financial services, trusts and international business.

4.14

THE BANK OF GHANA

Under the 1992 Constitution, the Bank of Ghana has a constitutional mandate among others to
“encourage and promote economic development and the efficient utilization of the resources of Ghana
through effective and efficient operation of a banking and credit system in Ghana” [Constitution of the
Republic of Ghana, 1992, 183 (1) (c)]. This mandate of the Bank of Ghana is reflected in the fact that in
addition to being responsible for monetary policy, the Bank of Ghana is also the regulator of banks and nonbank financial institutions in Ghana.
FINSSP ll seeks to achieve the following objectives for the Bank of Ghana:
1.
2.
3.

Bank of Ghana should build capacity to be able to respond to the needs of a growing banking
sector;
Improved transparency of central bank operations;
A more active and clear role as a participant in the securities market on behalf of government.

Recommendation 78: The BoG should improve the transparency of its operations by
extending its preprogrammed dates for its monetary policy committee meetings to other
important economic data such as balance of payments information
Regular release of information on the central bank’s policy rate on scheduled dates, as currently
happens, allows industry players and observers to plan their activities. The same should be extended to other
important information.
In addition, the central bank’s website has statistics and other information about the economy that
may be downloaded. Unfortunately, this information is often dated. Unavailability of up-to-date statistics on the
economy creates uncertainty and fuels volatile market expectations that translate into volatile asset prices.
Market stability would improve if participants have access to accurate economic information.

4.15

THE MINISTRY OF FINANCE AND ECONOMIC PLANNING

MOFEP is for many reasons, the nerve centre of public sector operations. Its role in the delivery of
public services is particularly important for the financial sector. The Ministry is assigned the responsibility for
providing the policy framework for the financial sector while the actual regulation of the sector within the
policy framework is assigned to the Bank of Ghana, Securities and Exchange Commission, National Insurance
Commission and the National Pensions Regulatory Authority.
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The Minister of Finance and Economic Planning has ministerial responsibility for regulatory agencies in
the financial sector. In addition, the Minister is the portfolio manager for government shares in some financial
institutions.
Financial Sector Division
The Ministry recently established the Financial Sector Division. This Division will advise the Minister in
respect of matters affecting the financial sector.

Recommendation 79: Ensure that the Financial Sector Division has the human and
material capacity to have access to financial sector data, conduct research and high
level analysis and advise on best practice

To advise the Minister appropriately, it would be important for the Division to be appropriately
staffed and equipped to conduct market surveillance, analyze existing and evolving developments and offer
appropriate advice. Appropriate budgetary provisions should be made.
Capacity in banking, corporate finance, investment banking, securities markets and derivatives are key
to the operations of the Ministry.

Recommendation 80: Ensure that the Debt Management Division has the human and
material capacity to have access to financial sector data, conduct research and high
level analysis and advise on best practice

Recommendation 81:
a) The Financial Sector Division of MOFEP should draw up a five-year strategic plan to
guide its future development.
b) The Debt Management Division of MOFEP should draw up a five-year strategic plan to
guide its future development.
In view of the importance of the proper management of government debt (including government debt
securities) the Debt Management Division of the ministry should also receive high level attention to ensure
that it acquires the capacity to deliver on its mandate.
Ombudsman for the Financial Sector

Recommendation 82: An independent ombudsman for the financial sector should be
institutionalized.
The role of a Financial Services Ombudsman is to resolve disputes between financial services
providers and their clients. The ombudsman is normally established as an independent institution and is
expected to perform its functions without fear, favour or prejudice. Countries that have financial ombudsmen
include the U.K., Ireland, Australia, Mexico and South Africa. Experience in these countries indicates that the
Financial Services Ombudsman is able to resolve disputes much more quickly than the normal courts. In
addition, because it is rendered as a public good, the cost to complainants is relatively low.

4.16

TRAINING AND PROFESSIONAL DEVELOPMENT

The financial services industry is changing at a pace that requires a continuous upgrading of the skills
of the professionals in the industry. One of the constraints to financial sector development in Ghana has been
the limited supply of skilled professionals in the financial sector as well as the regulatory agencies of the sector.
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Limited exposure of regulators to industry practices has stifled the ability of regulators to respond to the
needs of the market. Training cuts across all the objectives of FINSSP II.
Currently, training of financial sector professionals is scattered among a number of institutions:
·

·

·
·
·

·

National Banking College. This is a cooperative arrangement between banking institutions under
the supervision of the Bank of Ghana. Banks contribute to the running costs of the NBC in return
for the privilege of participating in the programs of the NBC, which are usually offered at
moderate cost. The NBC suffers from some weaknesses including inadequate faculty, there is the
need to tailor training programs appropriately to the requirements of financial institutions.
The Ghana Stock Exchange. The GSE has offered securities training courses since its inception in
1990. In addition to the core securities courses, the GSE has also offered occasional professional
development seminars on specialized topics. The core securities courses were required as a
condition for licensing as an Authorised Dealing Officer or as an Investment Advisor’s
Representative. After running the same courses for 12 years, the GSE updated its courses in
2002, replacing the four core courses with a new package of seven courses. The programme in
general works well.
Ghana Insurance College. A Ghana-based school for training, examining and certifying insurance
practitioners has been set up and is functional.
Securities Institute and Resource Centre. The SEC is in the process of drawing up the requirements
for setting up an industry wide training school to help improve the knowledge base of
practitioners. It is also expected that a first class resource library will also be provided.
Universities. Many public and private universities in Ghana now offer undergraduate and graduate
programs in business and other areas that feed the financial services industry with graduates with
B.Sc (Admin), MBA (Finance), MPhil (Finance) and recently M.Sc (Development Finance). The
University of Ghana Business School (UGBS) until recently was the only school providing these
programmes. It has acquired reputation in the industry. UGBS is now running the PhD in Finance
degree. In addition, the School has recently stepped up its executive and professional educational
programs with several courses tailored to the financial services industry. However, the School
could use the services of additional practitioners in delivering its programmes.
Private Training Providers. A number of consulting firms offer training programs in finance. Some
consulting firms have the advantage of strong faculty and practical relevance. However, their
courses are expensive, as they have to operate on a profitable basis.

One of the features of the training landscape is that apart from the private trainers, virtually all the
industry training programs are only able to operate with donor assistance. This has the weaknesses of creating
inconsistencies in quality and cost because of the unsustainability of donor support. In an attempt to offer lowcost courses, the industry programs offer low remuneration, which has made it impossible to attract qualified
professional instructors.
The objectives of the FINSSP II in the area of training and professional development are as follows:
·
·
·
·

o enhance regulatory know-how
To enhance the capacity of existing training institutions to improve their services
To consolidate training programs in order to improve quality and reduce costs through
economies of scale
To enhance cooperation between regulators and industry associations in the structuring and
delivery of training programs

Recommendation 83: Cooperation between industry training organizations should be
expanded and duplication should be avoided. In the longer term, efforts should be made
to consolidate financial sector professional training under a single administrative
structure – a Financial Training Institute - to cater for entire financial industry and
affiliated with established universities. Government support to training institutions
should be conditional on efforts towards integration.
For a small economy, resources would be best deployed if cooperation among the industry training
programs is established. For example, UGBS has a strong comparative advantage in delivering basic courses in
accounting, economics, finance, etc. Where the industry training programs are offering such courses, they can
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be outsourced to say UGBS. This will free the industry trainers to concentrate on the highly specialized
professional needs for their industry members.
In the long run, consideration should be given to consolidating all training for financial institutions
under one administrative structure and affiliated with UGBS. The latter has the professional researchers who
have the capacity to keep up to date with changing industry practices and to translate these into course
programs that are current. In many countries, industry training programs are jointly administered by business
schools and industry professional associations and regulators. The arrangement provides a strong linkage with
the business school researchers who develop industry specializations. Additionally, the additional income
supports the resources of the business school.

Recommendation 84: Continuous professional education should be made a requirement
for the licensing of industry professionals.
To encourage industry professionals to be up-to-date, regulators should require practitioners who
need to be licensed to show evidence of continuing professional education as a condition for maintaining their
licenses.

4.17

FINANCIAL LITERACY AND PUBLIC AWARENESS

The low level of financial literacy in Ghana is a major hindrance to the development of the financial
sector and more generally the economy. Most consumers lack the financial literacy to make informed
decisions. Coupled with this fact is an unprecedented offering of an array of financial service products by
financial institutions. Even in more advanced countries, financial literacy is being given high priority. In 2002, the
U.S. Treasury established the Office of Financial Education, headed by a Deputy Assistant Secretary, which
aims to provide Americans with the practical knowledge to make informed financial choices. The office
encourages and supports early financial education through the integration of financial concepts into other core
subjects such as math and reading.
Financial literacy enhances economic growth by promoting
·
·
·
·
·

Planning of savings
Spending and investing to meet current and future financial goals
Handling credit
Using the services of financial institutions
Managing financial risk

National Strategy for Financial Literacy and Consumer Protection in the Microfinance Sector
The FinScope survey in 2010 suggests that in Ghana, about 56% of all households have access to
financial services. This is a relatively low rate. To address the situation, Ghana in January 2009 approved a
National Strategy for Financial Literacy and Consumer Protection in the Microfinance Sector. The objectives of
Financial Literacy Strategy are:
·
·
·

Create awareness and educate consumers on access to financial services
Make consumers understand their rights and responsibilities as clients of financial services, and
Change attitudes to translate knowledge into behaviour.

The target groups are consumers, microfinance service providers and opinion leaders. The strategy is
hosted by Microfinance Unit at the MOFEP. Key activities are:
·
·
·
·

Training for MFI staff: seminars for loan officers and training of trainers to improve relationship
with clients and quality standards
Consumer education: educational material, road show and radio programmes
Financial Literacy in Schools: pilot programme, development of material, training of teachers
“Clearing house “to provide information on financial literacy issues and to act as complaints
centre
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Recommendation 85:
a) Upgrade the “National Strategy for Financial Literacy and Consumer Protection in the
Microfinance Sector” document into a National Financial Sector document and
implement.
b) Regulatory agencies, industry associations and operators in the financial sector should
plug into the national strategy for consumer education and establish consumer
education programs.
The consumer education program should actively educate the public on the role of the regulatory
agency, the characteristics of the products and services offered by the industry and remedies available to
consumers who have grievances against industry practitioners.

Recommendation 86: Regulatory agencies and the Ministry of Finance and Economic
Planning should continue with the Annual Financial Literacy Week in cooperation with
industry associations and financial institutions to raise awareness of the range of
products and services available to consumers to help them better understand and
manage their finances.

Recommendation 87: MOFEP should institute an annual Parliamentary Forum on the
financial sector to enable Parliamentarians interact with regulators, market operators
and policy-makers

Recommendation 88: An Annual Financial Sector Conference should be promoted by the
MOFEP, regulators and industry players to highlight and deliberate on financial sector
policy issues.
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CHAPTER 5: IMPLEMENTATION
FRAMEWORK
5.1 INTRODUCTION
The objectives of FINSSP II will not be realized unless the recommendations in Chapter 4 are
effectively implemented. This chapter outlines a framework for implementation of FINSSP II. The
implementation framework is different from that adopted for FINSSP I and reflects the following:
·
·
·
·

The Financial Sector Division of MOFEP (FSD) will coordinate and oversee the implementation of
the FINSSP II and report to the Minister of Finance and Economic Planning,
It will therefore be necessary for the Division to have the capacity and resources to deliver. Thus,
it must be adequately staffed with personnel who have the requisite skills and competences,
It will be necessary to develop guidelines for regular performance monitoring and reporting of
progress,
A strong and effective communication program to disseminate and obtain feedback on FINSSP II.

Implementation and Monitoring
Reporting to the Minister of Finance, the FSD will constitute the project implementation secretariat
with responsibility for overseeing and coordinating the overall implementation of FINSSP II. The
implementation of FINSSP will require interaction among several agencies, particularly the regulatory agencies
and other Ministries, Departments and Agencies.
The FSD should continually advise the Minister of Finance on, inter alia, the following:
·
·
·
·
·
·
·
·

New and potential developments in the financial sector locally, regionally and globally and their
potential implications for Ghana’s financial sector,
Independent external views on the progress of the implementation of FINSSP II,
Means to promote and facilitate smooth implementation of FINSSP II,
Areas where it may be necessary to revise FINSSP II and its recommendations to reflect evolving
market developments;
Coordinating the implementation of recommendations, including liaising with other implementing
agencies such as regulatory agencies;
Identifying and managing the resolution of issues which may arise in the course of
implementation;
Undertaking the monitoring of progress and performance assessment based on specific
performance measures;
Coordinating the communication program for the FINSSP II.

5.3 PERFORMANCE MONITORING
FSD should develop measurable yardsticks for monitoring and evaluation of FINSSP II. Performance
monitoring should focus on the timeliness and effectiveness of implementation. The FSD should establish timeframes for the implementation of all recommendations. Regular reporting will facilitate monitoring of
timeliness with which implementation is being carried out.
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Recommendation 89: MOFEP FSD should develop a costed project document using the
Logical Framework Analysis Methodology for FINSSP ll. It should carefully identify
activities, outputs, outcomes and impact of FINSSP ll

Recommendation 90: The Financial Sector Division of MOFEP should set up a monitoring
and evaluation desk to undertake the task of monitoring and evaluating implementation
of FINSSP II recommendations

5.4 COMMUNICATION PROGRAM
The implementation of FINSSP will impact not only industry participants but also the general public. It
is important to promote awareness and understanding of the objectives and the strategic initiatives of FINSSP
II. The main objectives of the communication program are:
·
·
·
·

Create awareness amongst the relevant parties of the objectives and the strategic initiatives of
FINSSP II
Establish clear communication and feedback channels with all relevant interest groups
Ensure that information about FINSSP II and updates on the progress of implementation are
disseminated in a timely and consistent manner
Enhance the transparency of the implementation process and ensure the accountability of the
parties involved.

The audience for communication includes the general public, domestic and foreign investors and
intermediaries, industry associations, professional bodies and the local and international media. The
communication process will be made among other means, through the following channels:
·
·
·
·
·

Press releases and other public communiqués
A quarterly FINSSP II Newsletter
The Ministry of Finance website
Briefings, seminars, forums and conferences which are directed at targeted audiences such as
domestic and foreign investors and industry groups
Information circulars and guidance notes to industry groups where necessary.
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APPENDIX: MATRIX OF THE
STRATEGIC INITIATIVES AND THE
CORRESPONDING
RECOMMENDATIONS
OBJECTIVE/STRATEGIC INITIATIVE

RECOMMENDATIONS

Objective 1: To be preferred source of finance for domestic companies
1.1

Enhancing the efficiency of the fundraising process.

5,7,8,10,17,18,33,34,36,37,78

1.2

Facilitating the environment for the
development of venture capital and
private equity industry.

69

1.3

Developing a bond market with a
strong corporate bond component.

10,11,12,13,14,15,16,17

1.4

Developing the mortgage finance
market to ensure that Ghana achieves
a higher rate of home ownership.

67,68

1.5

Supporting
improved
market liquidity

secondary

10,13,14,16,18

1.6

Facilitating the environment for
development financing to support
SMEs in critical sectors particularly
agriculture and agribusiness.

36,64,65,66,70

Objective 2: To promote efficient savings mobilization
2.1

Enhancing vehicles to mobilize informal
sector savings.

37,38,42,49,55,56,57

2.2

Providing a framework for insurance
and pensions industries to mobilize and
invest long-term funds.

21

2.

Promoting
governance
confidence.

71,72,73

sound
corporate
to
boost
investor

Objective 3: To enhance the competitiveness of Ghana’s financial institutions within a regional and global
setting
3.1

Establishing standards of practice
within the financial sector that are
internationally accepted.

5,23,31

3.2

Reducing dependence on donor flows
in favour of a market-based sovereign

80,81

79

access to offshore financing.
3.3

Pursuing possibilities for creating an
international financial centre in Ghana

77

3.4

Restructuring the Ghana Stock
Exchange to be regionally competitive
and operated with a commercial
orientation.

6

Objective 4: To ensure a stronger and more facilitative regulatory regime
4.1

Developing structures for a stronger
enforcement of regulations.

1,2,19,23,24,26,27,40,41,47,48,53,54,58,59,60,61,62,63,75

4.2

Establishing regulatory parity between
financial institutions conducting similar
market activities.

74

4.3

Fostering
constructive competition
through
a
carefully
managed
deregulation of services and products

79

4.4

Assisting regulatory agencies to
establish structures that promote
financial innovation.

2,3,19,22

4.5

Assisting in mediation of disputes

35,82

4.6

Developing structures for stronger
international
regulation
and
collaboration.

29,30,76

Objective 5: To achieve a diversified domestic financial sector within a competitive environment
5.1

Broadening and deepening the range
of financial instruments and services.

3,4,5,7,9,10,11,12,14,15,16,17,26,28,36

5.2

Developing more effective rural and
micro financial services.

49,50,51,52

5.3

Promoting a derivatives industry to
manage financial risk.

3

5.4

Enhancing the payments system

43,44,45,46

Objective 6: To promote education, public awareness, capacity building and financial literacy
6.1

Increasing the knowledge of public
officials in respect of the financial
sector.

85,86,88

6.2

Creating awareness and increasing the
knowledge of the general public.

20,32,87, 88

6.3

Increasing the technical capacity of
players in the financial sector.

5,25,31,39,83,84
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LISTS OF FINANCIAL INSTITUTIONS
LIST OF BANKS, 2010
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.

Access Bank (Ghana) Ltd
Agricultural Development Bank Ltd
Amalgamated Bank Ltd
Bank of Baroda (Ghana) Ltd
Barclays Bank of Ghana Ltd
BSIC (Ghana) Ltd
CAL Bank Ltd
Ecobank Ghana Ltd
Fidelity Bank Ltd
First Atlantic Merchant Bank Ltd
Ghana Commercial Bank Ltd
Guaranty Trust Bank (Ghana) Ltd
HFC Bank Ghana Ltd
Intercontinental Bank Ghana Ltd
International Commercial Bank Ltd
Merchant Bank Ghana Ltd
National Investment Bank Ltd
Prudential Bank Ltd
SG-SSB Bank Ltd
Stanbic Bank Ghana Ltd
Standard Chartered Bank Ghana Ltd
The Trust Bank Ltd
Unibank (Ghana) Ltd
United Bank for Africa (Ghana) Ltd
UT Bank Ltd
Zenith Bank (Ghana) Ltd

LIST OF RURAL AND COMMUNITY BANKS, 2010
ASHANTI REGION
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.

Atwima Rural Bank Ltd
Sekyedomase Rural Bank Ltd
Adansi Rural Bank Ltd
Asokore Rural Bank Ltd
Kwamaman Rural Bank Ltd
Asante Akyem Rural Bank Ltd
Kumawuman Rural Bank Ltd
Akrofoum Area Rural Bank Ltd
Ahafo Ano Premier Rural Bank Ltd
Bosomtwe Rural Bank Ltd
Okomfo Anokye Rural Bank Ltd
Odotobiri Rural Bank Ltd
Atwima Kwanwoma Rural Bank Ltd
Sekyere Rural Bank Ltd
Amanano Rural Bank Ltd
Amansie West Rural Bank Ltd
Juaben Rural Bank Ltd
Atwima Mponua Rural Bank Ltd

LOCATION
Foase
Sekyedomase
Fomena
Asokore
Kwaman
Juansa
Kumawu
Akrofuom
Wioso
Kuntanase
Wiamoase
Jacobu
Pakyi No.2
Jamasi
Nyinahin
Antoakrom
Juaben
Toase
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19.
20.
21.
22.
23.
24.

Nwabiagya Rural Bank Ltd
Otuasekan Rural Bank Ltd
Nsutaman Rural Bank Ltd
Offinso Rural Bank
Ejuraman Rural Bank
Bosome- Freho Rural Bank

CENTRAL REGION
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.

Nyakrom Rural Bank Ltd
Mfantseman Community Bank Ltd
Enyan Denkyira Rural Bank Ltd
Gomoa Rural Bank Ltd
Kakum Rural Bank Ltd
Nyankumase Ahenkro Rural Bank
Union Rural Ban k Ltd
Assinman Rural Bank Ltd
Brakwa Breman Rural Bank Ltd
Ayanfuri Rural Bank Ltd
Eastern Gomoa Assin Rural Bank Ltd
Akatakyiman Rural Bank Ltd
Ekumfiman Rural Bank Ltd
Gomoa Ajumako Rural Bank Ltd
Agona Rural Bank Ltd
Akyempim Rural Bank Ltd
Akoti Rural Bank Ltd
Twifu Rural Bank Ltd
Awutu Emasa Rural Bank Ltd
Awutu Bawjiase Rural Bank Ltd
Odupon Kpehe Rural Bank Ltd

EASTERN REGION
46.
47.
48.
49.
50.
51.
52.
53.
54.
55.
56.
57.
58.
59.
60.
61.
62.
63.
64.
65.
66.
67.

Asuopra Rural Bank Ltd
Manya Krobo Rural Bank Ltd
Akwapim Rural Bank Ltd
Kwahu Rural Bank Ltd
Anum Rural Bank Ltd
South Birim Rural Bank Ltd
Upper Manya Kro Rural Bank Ltd
Kwahu Praso Rural Bank Ltd
Atiwa Rural Bank Ltd
Mumuadu Rural Bank Ltd
Afram Rural Bank Ltd
Mponua Rural Bank Ltd
Akim Bosome Rural Bank Ltd
Kwaebibirim Rural Bank Ltd
Akyem Mansa Rural Bank Ltd
South Akim Rural Bank Ltd
Odwen-Anoma Rural Bank Ltd
Dumpong Rural Bank Ltd
Adonten Community Bank Ltd
Asuogyaman Rural Bank
Citizens Rural Bank Ltd
Fanteakwa Rural Bank

BRONG AHAFO REGION
68.
69.
70.

Kintampo Rural Bank Ltd
Wamfie Rural Bank Ltd
Suma Rural Bank Ltd

Barrekese
Kofiase
Nsuta
Offinso
Ejura
Nsuaem No.2

LOCATION
Agona Nyakrom
Biriwa
Enyan Denkyira
Apam
Elmina
Fante Nyankumase
Senya Bereku
Assin Manso
Brakwa
Ayanfuri
Gomoa Dominase
Komenda
Essuehyia
Afransi
Kwannyaku
Gomoa Dawuranpong
Assin-Akropong
Twifo-Agona
Awutu Bereku
Bawjiase
Kasoa

LOCATION
Afosu
Odumase-Krobo
Mamfe
Pepease
Anum
Achiase
Asesewa
Kwahu Praso
Kwabeng
Osino
Tease
Amuana Praso
Akim Swedru
Asuom
Ayirebi
Nankese
Hweehwee
Asakraka
New Tafo
Akosombo
Nsawam
Begoro

LOCATION
Kintampo
Wamfie
Suma Ahenkro
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71.
72.
73.
74.
75.
76.
77.
78.
79.
80.
81.
82.
83.
84.
85.
86.
87.

Baduman Rural Bank Ltd
Asutifi Rural Bank Ltd
Nkoranza Kwabre Rural Bank Ltd
Fiagya Rural Bank Ltd
Bomaa Rural Bank Ltd
Nsoatreman Rural Bank Ltd
Derma Area Rural Bank Ltd
Yapra Rural Bank Ltd
Nkoranman Rural Bank Ltd
Amantin & Kasei Rural Bank Ltd
Ahafo Community Bank Ltd
Drobo Community BanK Ltd
Nafana Rural Bank Ltd
Capital Rural bank Ltd
Atweaban Rural Bank
Nkrankwanta Rural Bank
Wenchi Rural Bank

WESTERN REGION
88.
89.
90.
91.
92.
93.
94.
95.
96.
97.
98.
99.
100.
101.

Esiama Rural Bank Ltd
Amenfiman Rural Bank Ltd
Nzema Manle Rural Bank Ltd
Jomoro Rural Bank Ltd
Asawinso Rural Bank Ltd
Lower Pra Rural Bank Ltd
Fiaseman Rural Bank Ltd
Lower Amenfi Rural Bank Ltd
Ahantaman Rural Bank Ltd
Upper Amenfi Rural Bank Ltd
Kaaseman Rural Bank Ltd
Bia Torya Rural Bank Ltd.
Western Rural Bank Ltd
Sefwiman Rural Bank Ltd

VOLTA REGION
102.
103.
104.
105.
106.
107.
108.
109.
110.
111.
112.
113.

North Tongu Rural Bank Ltd
Asubonteng Rural Bank Ltd
Avenor Rural Bank Ltd
Unity Rural Bank Ltd
North Volta Rural Bank
Weto Rural Bank Ltd
Agave Rural Bank Ltd
Mepe Area Rural Bank Ltd
Anlo Rural Bank Ltd
Butawu Rurak Bank Ltd
Gbi Rural Bank Ltd
Kpassa Rural Bank Ltd

GREATER ACCRA REGION
114.
115.
116.
117.
118.
119.

Shai Rural Bank Ltd
Ada Rural Bank Ltd
Dangbe Rural Bank Ltd
Ga Rural Bank Ltd
Abokobi Rural Bank Ltd
La Community Bank Ltd

UPPER EAST REGION
120. Bessfa Rural Bank Ltd

Badu
Acherensua
Akuma
Busunya
Bomaa
Nsoatre
Derma
Prang
Seikwa
Amantin
Kukuom
New Drobo
Sampa
Abesim
Duayaw Nkwanta
Nkrankwanta
Wenchi

LOCATION
Esiama
Wassa-Akropong
Awiebo
Tikobo No.1
Sefwi-Asawinso
Shama
Bogoso
Manso Amenfi
Agona-Nkwanta
Ankwanso
Kaase
Bonsu Nkwanta
Sekondi
Bibiani

LOCATION
Adidome
Worawora
Akatsi
Ziope
Guaman
Kpeve
Dabala
Mepe
Anloga
Tsito
Hohoe
Kpassa

LOCATION
Dodowa
Kasseh
Prampram
Amasaman
Abokobi
Labadi

LOCATION
Garu
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121.
122.
123.
124.

Naara Rural Bank Ltd
Builsa Community Bank Ltd
Toende Rural Bank Ltd.
Bongo Rural Bank

UPPER WEST REGION
125.
126.
127.
128.

Nandom Rural Bank Ltd
Sonzele Rural Bank Ltd
Sissala Rural Bank Ltd
Lawra Area Rural Bank Ltd

NORTHERN REGION
129.
130.
131.
132.
133.
134.
135.

Bonzali Rural Bank Ltd
Bangmarigu Community Bank Ltd
East Mamprusi Rural Bank Ltd
Borimanga Rural Bank Ltd.
Buwulonso One Stop RB Ltd
Tizaa Rural Bank Ltd
Zabzugu Rural Bank

Paga
Sandema
Zebilla
Bongo

LOCATION
Nandom
Jirapa
Tumu
Lawra

LOCATION
Kumbugu
Walewale
Gambaga
Savelugu
Damongo
Gushegu
Zabzugu

LIST OF NON-BANK FINANCIAL INSTITUTIONS, 2010
FINANCE HOUSES
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.

Bond Financial Services Ltd
Chrisline Financial Services Ltd
City Investments Company Ltd
Crest Finance House Ltd
Eximguaranty Co. (GH) Ltd
Export Finance Co. Ltd
Express Funds International Ltd (Inward Remittances)
Forms Capital Ltd
Bayport Financial Services
Golden Link Financial Services Ltd (Inward Remittances)
Ivory Finance Company Ltd
Jislan Financial Services Ltd
N.D.K. Financial Services Ltd
Oak Financial Services Ltd
Sterling Financial Services Ltd
TF Financial Services Ltd
Trans-Continental Financial Services Ltd
Unique Trust Financial Services Ltd
Utrak Financial Services Ltd
Consumer Finance Company Ltd
Blue Financial Services Ghana Ltd
SIC Life Trust Finance Ltd

SAVINGS AND LOAN COMPANIES
1.
2.
3.
4.
5.
6.

1st African Savings & Loans Co. Ltd
Adehyeman Savings and Loans Co. Ltd
Advans Ghana Savings and Loans Ltd
EB-Accion Savings and Loans Company Ltd
Express Savings and Loans Co. Ltd
Ezi Savings and Ltd
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7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.

First Allied Savings and Loans Co. Ltd
First Ghana Building Company
First National Savings and Loans Co. Ltd
Garden City Savings & Loans Co. Ltd
Global Access Savings and Loans Company Ltd
Midland Savings and Loans Co. Ltd
Opportunity International Savings and Loans Co. Ltd
Pacific Savings & Loans Co. Ltd
ProCredit Savings and Loans Co. Ltd
Unicredit Ghana Ltd
Union Savings & Loan Ltd
Women’s World Banking-Masu
19. First Capital Plus

MORTGAGE FINANCE COMPANIES
1. Ghana Home Loans
LEASING AND FINANCE COMPANIES
1.
2.
3.
4.

Dalex Finance and Leasing Company Ltd
F&D Finance and Leasing Company Ltd
IFS Finance & Leasing Company Ltd
SDC Finance and Leasing Co. Ltd

LEASING COMPANIES
1.
2.

Ghana Leasing Co. Ltd
LeasAfric Ghana Ltd
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LIST OF INSURANCE COMPANIES, 2010

NON-LIFE INSURANCE COMPANIES
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.

NSIA Ghana Insurance Company Ltd
Donewell Insurance Company Ltd
Enterprise Insurance Company Ltd
Equity Assurance Company Ltd
Ghana Union Assurance Company Ltd
Glico General Insurance Company Ltd
Activa International Insurance Company Ltd
Industrial & General Insurance Ghana Ltd
Intercontinental Wapic Insurance Company Ltd
International Energy Insurance Company Ltd
Metropolitan Insurance Company Ltd
Nem Insurance Ghana Ltd
Phoenix Insurance Company Ltd
Provident Insurance Company Ltd
Prime Insurance Company Ltd
Quality Insurance Company Ltd
Regency Alliance Insurance Ghana Ltd
SIC Insurance Company Ltd
Star Assurance Company Ltd
Unique Insurance Company Ltd
Vanguard Assurance Company Ltd
Colina Insurance Company Ltd
23. Allianz Insurance Company Ltd

LIFE INSURANCE COMPANIES
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.

Capital Express Assurance (Gh) Ltd
Golden Life Insurance Company Ltd
Donewell Life Insurance Company Ltd
Enterprise Life Assurance Company Ltd
Express Life Insurance Company Ltd
Ghana Union Assurance Company Ltd
Glico Life Insurance Company Ltd
Ghana Life Insurance Company Ltd
IGI Life Assurance Ghana Ltd
MetLife Insurance Ghana Ltd
Phoenix Life Insurance Company Ltd
Provident Life Assurance Company Ltd
Quality Life Insurance Company Ltd
SIC Life Insurance Company Ltd
Starlife Insurance Company Ltd
Unique Life Assurance Company Ltd
Vanguard Life Assurance Company Ltd

REINSURANCE COMPANIES
1.
2.

Ghana Reinsurance Company
Mainstream Reinsurance
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MEMBERS OF THE GHANA STOCK EXCHANGE, 2010
LICENSED DEALING MEMBERS
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.

African Alliance Securities Ghana Ltd
CAL Brokers Ltd
CDH Securities Ltd
Data Bank Brokerage Ltd
EDC Stockbrokers Ltd
First Atlantic Brokers Ltd
First BanC Ltd
Gold Coast Securities Ltd
HFC Brokerage Services Ltd
IC Securities Ghana Ltd
Liberty Capital Ghana Ltd
Merban Stockbrokers Ltd
New World Renaissance Securities Ltd
NTHC Securities Ltd
Prudential Securities Ltd
SDC Brokerage Services Ltd
SIC Financial Services Ltd
Stanbic Investment Services Ltd
Strategic African Securities Ltd
Worldwide Securities Ltd

PRIMARY DEALERS GOVERNMENT SECURITIES, 2010
1.
2.
3.
4.
5.
6.
7.
8.

Amalgamated Bank Ltd
Agricultural Development Bank Ltd
Fidelity Bank Ltd
Ghana Commercial Bank Ltd
Intercontinental Bank Ghana Ltd
SG-SSB Ltd
Standard Chartered Bank Ghana Ltd
The Trust Bank Ltd

INVESTMENT ADVISORS, 2010
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.

CDH Securities Ltd
Databank Asset Management Services Ltd
Ecobank Investment Managers Ltd
Gold Coast Securities Ltd
HFC Investment Services Ltd
New World Renaissance Investments Ltd
NTHC Ltd
Aureos Ghana Advisors Ltd
Worldwide Securities Ltd
Merban Investment Holdings Ltd
First Atlantic Asset Management Co. Ltd
Boulders Advisors Ltd
SEM Capital Management Ltd
SDC Brokerage Services Ltd
GLICO Financial Services Ltd (Formerly Liberty Investments Ltd)
SAS Investment Management Ltd
JCS Investment Ltd
New Generation Investment Services Ltd
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19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.
49.
50.
51.

Fidelity Asset Management Ltd
SIC Financial Services Ltd
CAL Asset Management Ltd
Fidelity Capital Partners Ltd
Cidan Investment Advisor’s Ltd
Prudential Securities Ltd
IC Securities Ltd
Black Star Advisors Ltd
FirstBanC Financial Services Ltd
Stanbic Investment Management Ltd
EDC Investments Ltd
Liberty Capital (Gh.) Co. Ltd
PD Associates Ltd
African Legacy Finance Ltd
African Alliance Securities Ltd
IFS Capital Ltd
AL-Time Capital Ltd
QFS Securities Ltd
Ecobank Venture Capital Ltd
Frontline Capital Advisors Ltd
Renaissance Africa Group Ltd
Wealth management
Gateway Investment Fund Managers Ltd
Oasis Capital Ltd
Grofin Ghana Ltd
Alchemy Financial Services Ltd
IGS Financial Services Ltd
EM Capital Ltd
Capstone Capital Ltd
Wealth Vision Financial Services Ltd
Canal Capital Ltd
UniSecurities Ltd
Soroma Capital Ltd

TRUSTEES, 2010
1.
2.
3.

Merchant Bank Ghana Ltd
Vanguard Assurance Company Ltd
Prudential Bank Ltd

CUSTODIANS, 2010
1.
2.
3.
4.
5.
6.
7.
8.
9.

Stanbic Bank Ghana Ltd
Merchant Bank Ghana Ltd
Fidelity Bank Ltd
CAL Bank Ltd
Prudential Bank Ltd
Standard Chartered Bank Ghana Ltd
National Investment Bank Ltd
Ecobank Ghana Ltd
Barclays Bank Ltd

REGISTRARS, 2010
1.
2.

Merchant Bank Ghana Ltd
NTHC Ltd
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3.
4.

Ghana Commercial Bank Ltd
Computershare Pan Africa Ghana Ltd

SECURITIES DEPOSITORIES, 2010
1.
2.

GSE Securities Depository Ltd
Central Securities Depository Ltd

COLLECTIVE INVESTMENT SCHEMES, 2010
A.
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.

B.
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.

MUTUAL FUND

MANAGER

Databank Money Market Fund
EPACK Investment Fund Ltd
NTHC Horizon Fund Ltd
SAS Fortune Fund Ltd
Anidaso Mutual Fund Ltd
Campus Mutual Fund Ltd
Databank Balanced Fund Ltd
First Fund Ltd
Databank Ark Fund Ltd
iFund Ltd
Christian Community Mutual Fund Ltd
Gold Money Market Fund Limited

Databank Asset Mgt Co. Ltd
Databank Asset Mgt Co. Ltd
NTHC Ltd
Strategic African Securities Ltd
New Generation Inv. Service ltd
SDC Brokerage Ltd
Databank Asset Mgt. Co. Ltd
FirstbankC Financial Service ltd
Databank Asset Mgt. Co. Ltd
EDC Investments Ltd
Black Star Advisors Ltd
Gold Coast Securities Ltd

UNIT TRUST

MANAGER

HFC Unit Trust
HFC Real Estate Inv. Trust
HFC Equity Trust
Gold Fund Unit Trust
Capital Growth Fund
HFC Future Plan Trust
Stanbic Income Fund
Regular Income Fund
Aggressive Growth Fund
Short-Term Cash Fund
100% Treasury Fund
Freedom Fund

HFC Investment Services Ltd
HFC Investment Services Ltd
HFC Investment Services ltd
Gold Coast Securities Ltd
IC Securities Ghana Ltd
HFC Investment Services Ltd
Stanbic Investment Management Ltd
IC Securities Ghana Ltd
IC Securities Ghana Ltd
IC Securities Ghana Ltd
IC Securities Ghana Ltd
Liberty Capital (Gh) Ltd
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GLOSSARY
Assets: Everything a company or person owns or has owed to it. In financial accounting, assets are anything
tangible or intangible that is capable of being owned or controlled to produce value and that is held to have
positive economic value. Assets represent ownership of value that can be converted into cash (although cash
itself is also considered an asset). The balance sheet of a firm records the monetary value of the assets owned
by the firm. Two major asset classes are tangible assets and intangible assets. Tangible assets contain various
subclasses, including current assets and fixed assets. Current assets include inventory, while fixed assets
include such items as buildings and equipment. Intangible assets are nonphysical resources and rights that have
a value to the firm because they give the firm some kind of advantage in the market place. Examples of
intangible assets are goodwill, copyrights, trademarks, patents and computer programs, and financial assets,
including such items as accounts receivable, bonds and stocks.
Asset-Liability Structure: The structure of assets and liabilities in a company’s balance sheet.
Associate Members of the Ghana Stock Exchange (GSE): Members of the GSE include Licensed
Dealing Members (LDMs) and Associate Members. The Associate Members are members of the GSE other
than LDMs. They support the objectives of the GSE, pay annual membership fees and receive concessionary
listing fees when their securities are listed.
Balance of Payments: A statement of economic transactions (i.e. the exchange of goods and services,
investments, and capital claims) between a nation and its trading partners.
Balance Sheet: A financial statement showing a company’s assets, liabilities and shareholder’s equity on a
given date.
Banker’s Acceptance: A draft drawn on a bank by a customer. When the bank accepts the draft, it becomes
a Banker’s Acceptance. The bank can either fund the draft against the company’s deposits or sell the
acceptance to another financial institution for less than the face value and therefore receive immediate cash
rather than wait to collect the payment from the customer upon maturity. While the acceptance becomes an
asset of the buying financial institution, it still carries the guarantee of the accepting bank and, therefore will be
honoured by the bank when it matures. Bankers’ acceptances are primarily used to finance domestic and
international trade.
Bank: A financial institution that accepts deposits and channels those deposits into lending activities, either
directly or through capital markets. A bank connects customers that have capital deficits to customers with
capital surpluses. Due to their critical status within the financial system and the economy generally, banks are
highly regulated in most countries. They are generally subject to minimum capital requirements which are
based on an international set of capital standards, known as the Basel Accords.
Bank Concentration: See concentration.
Basis Point: One one-hundredth of one percent. (i.e. 100 basis points = 1 percent). It is used in quoting
movements in interest rates or yields on securities.
Bond: A certificate evidencing a debt on which the issuer promises to pay the holder a specified amount of
interest for a specified length of time, and repay the loan on its maturity. Generally, there are three categories
of bond issuers: 1) government and its agencies, 2) companies and 3) municipalities.
Broker: A securities firm or a duly registered individual associated with one. The broker does not usually own
the securities that he/she buys and sells, but acts as an agent for the buyer or seller and charges a commission
for his services. Brokers are found in securities industry (stockbrokers, investment bankers, underwriters) and
insurance industry (insurance brokers).
Capital Market: Financial markets are traditionally segmented into money markets and capital markets. In
capital markets, longer –term riskier instruments including bonds are bought and sold. See Financial Markets.
Collective Investment Scheme: Collective investment schemes are unit trusts or mutual funds. The
rationale for collective investment schemes are diversification, professional management and convenience. See
unit trusts and mutual funds.
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Commercial Paper: Short term unsecured negotiable debt securities issued by non-financial corporations
with terms of a few days to a year. They are issued in the form of promissory notes and sold by large
reputable companies to raise money on a short-term basis.
Concentration: The degree of concentration in a market (say banking industry) is measured by the
proportion of assets controlled by the largest firms (banks) in the market or industry. For example, the larger
the share of assets controlled by the largest three banks, the higher the degree of concentration.
Credit Union: A member-owned financial cooperative, democratically controlled by its members, and
operated for the purpose of promoting thrift, providing credit at competitive rates, and providing other
financial services to its members.
Custodian: A bank or institution that holds securities for safe-keeping and handles administrative
arrangements such as collecting coupons and dividends. Investors need to keep track their investments,
entitlements and any statutory and regulatory rules that affect their portfolio. This can be a complex and time
consuming task for large institutional investors such as pension and mutual funds and for offshore investors
who are not physically present in the market. Custodians undertake this business more efficiently on their
behalf for a fee.
Current Account: In economics, the current account is one of the two primary components of the balance
of payments, the other being the capital account. The current account is the sum of the balance of trade
(exports minus imports of goods and services), net factor income (such as interest and dividends) and net
transfer payments (such as foreign aid). The current account balance is one of two major measures of the
nature of a country's foreign trade (the other being the net capital outflow). A current account surplus
increases a country's net foreign assets by the corresponding amount, and a current account deficit does the
reverse. Both government and private payments are included in the calculation. It is called the current account
because goods and services are generally consumed in the current period.
Dealer: See Investment dealer. See also Primary Dealer.
Debentures: A loan raised by a company, paying a fixed rate of interest and secured on the assets of a
company (U.K. definition). A certificate of indebtedness of a company backed only by the general credit of the
issuer and unsecured by mortgage or lien on any specific asset (U.S. definition).
Depository: A centralized clearing house and repository for securities where the electronic day-to-day
movements of the securities are facilitated.
Derivative: A financial contract whose value depends upon the value of an underlying instrument or asset
(typically a commodity, bond, equity or currency, or a combination of these).
Effective Return: The effective rate is the actual rate that you earn on an investment or pay on a loan after
the effects of compounding frequency are considered.
Equity: An on-going ownership interest in a specific property or business. An investor typically obtains an
equity interest in a business by purchasing shares. Each share of ownership represents a fractional ownership
interest in a company.
Equity Instruments: An instrument which gives a person or organization an entitlement to equity. e.g.
ordinary shares, preference shares, convertible shares, warrants. Equity instrument is divided into several
types:
Equity Market: A market for the sale and purchase of equity instruments.
Finance Companies: Financial institutions which raise funds which are loaned out to commercial and
industrial borrowers. However, funds are raised from sources other than deposit accounts.
Financial Markets: Financial markets consist of individuals, organizations, and financial and non-financial
institutions, governments (domestic and international) and a set of rules and practices that facilitate the flow of
funds from savers to users. The organizations include enterprises of different sizes (large, medium, small and
micro). The institutions include banks, savings and loans companies, micro-finance companies, leasing
companies, finance houses, financial NGOs, susu companies and collectors, mortgage companies, pension
companies, insurance companies, etc and their apex bodies, the financial authorities (the central bank, the
securities and exchange commission, the national insurance commission, the national pensions regulatory
authority). Financial markets are traditionally segmented into money markets and capital markets. Money
market instruments include short-term, marketable, liquid, low risk debt securities. In contrast capital markets
include longer –term riskier instruments including bonds.
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Fixed Income Securities: Securities such as bonds, debentures and preferred shares that generate a
predictable stream of interest or dividend income.
Ghana Club 100 Category: Ghana club 100 is an annual compilation of the top 100 companies in Ghana
based on size, profitability and growth.
Gross Domestic Product (GDP): Gross domestic product refers to the market value of all officially
recognized economic goods and services produced within a country in a given period (normally a year). It gives
an indication of the economic size of a country.
GDP Growth Rate: The rate at which GDP grows in a period, usually in a year.
GSE Composite Index: This index measures the overall performance of the Ghana stock exchange. It is a
market capitalization of all shares listed in the Ghana Stock Exchange. The higher the index grows during a
period (such as a year), the better the performance.
Hire Purchase: Hire purchase is the legal term for a contract, under which persons usually agree to pay for
goods in parts or a percentage at a time..
Insurance company: An insurance company is a contractual financial institution that collects premiums from
contributors under agreements which specify the future benefits to be paid to contributors. The funds
collected from contributors are made available to demanders of funds through loans and the purchase of
securities such as bonds and shares.
Insurance Premium: The periodic payment made on an insurance policy.
Interbank Market: The market in which banks extend loans to one another for a specified term. Most
interbank loans are for maturities of one week or less, the majority being overnight. Such loans are made at
the interbank rate (also called the overnight rate if the term of the loan is overnight).
Interest: Money charged by a lender to a borrower for the use of his or her money. It excludes the principal
amount borrowed.
Intermediation Spread: The gap between average deposit rate and average lending rate of the banking
industry.
Intermediation Margin: Net interest income as a percentage of total earning assets of the banking industry.
Net interest income in Intermediation margin is defined to include net fee and commission income and income
from financial service activities and other financial items.
Investment Dealer: A securities firm or an individual associated with one. When underwriting new
securities or in most bond trading, the dealer acts as a principal, owning the securities bought or sold. See
under Securities industry.
Investment Advisor: For a mutual fund or a unit trust, an investment advisor manages an investment fund’s
portfolio according to the objectives described in the fund’s prospective. It is also called Management
Company.
Leasing Companies: Financial institutions which specialize in acquiring large assets such as a property and an
equipment and make them available to companies and individuals under a long term contract.
Licensed Dealing Member (LDM): A dealer that can trade on the floor of the stock exchange. Only
LDMs are permitted to transact business on the floor of the exchange. LDMs are members of the GSE which
provides advice and dealing services to the public. They can deal on their own account. See investment dealer.
Life Insurance: Life insurance is a contract between an insurance policy holder and an insurer, where the
insurer promises to pay a designated beneficiary a sum of money (the "benefits") upon the death of the insured
person. Depending on the contract, other events such as terminal illness or critical illness may also trigger
payment. The policy holder typically pays a premium, either regularly or as a lump sum. Other expenses (such
as funeral expenses) are also sometimes included in the premium.
Long-term Debt Market: A financial market in which debts of maturities of one year or more are sold and
purchased.
Liabilities: Debts or obligations of a company.
Market Capitalization: A company’s value, as determined by multiplying the number of issued shares by the
current share. Market capitalization at the Ghana Stock Exchange (GSE) is the total value of listed shares
(equity and preference shares).
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Money Market: That part of the financial market in which short term financial obligations are bought and
sold. These include Treasury Bills, commercial paper, bankers’ acceptances, negotiable certificates of deposits,
repurchase agreements and other instruments with a year or less left to maturity.
Mortgage: A contract specifying that certain property (usually a real estate property) is pledged as security
for a loan.
Money Supply (M2+): Broad money (also called M2 plus) is a measure of the money supply that includes
more than just physical money such as currency and coins (also termed narrow money). The most commonly
used measure of broad money is M2+, which includes currency and coins, and deposits in checking accounts,
savings accounts and small time deposits, overnight repos at commercial banks, and non-institutional money
market accounts. It is the economic indicator usually used to assess the amount of liquidity in the economy.
Mutual Fund: An investment company that pools money from shareholders and invests in a variety of
securities, such as shares, bonds and money market instruments. People who buy shares of a mutual fund are
its owners and shareholders. Their investments provide the money for a mutual fund to buy securities such as
stocks and bonds. A mutual fund is usually structured as a limited liability company. See also under Collective
Investment Scheme.
Negotiable Certificate of Deposit: A certificate of deposit is a document issued by a bank or financial
institution certifying that a deposit has been lodged with that institution which is payable to bearer on
surrender of the certificate on maturity. When the certificate is negotiable, it means that although the bank has
the deposit for a fixed term, the depositor can, if he so wishes, obtain cash before maturity by selling the
certificate in the money market.
Non-life Insurance: General insurance or non-life insurance policies, including automobile and homeowners
policies, provide payments depending on the loss from a particular financial event. General insurance typically
comprises any insurance that is not determined to be life insurance. It is called property and casualty insurance
in the U.S. and Non-Life Insurance in Continental Europe.
Open Market Operations (OMO): Sales or purchases of marketable securities conducted by the central
bank as an instrument of control over the monetary system.
Over-the-Counter (OTC): A market for securities made up of securities dealers who trade among
themselves outside a formal stock exchange.
Ordinary Shares: An equity instrument that is issued by a public company to raise capital from the public.
The shareholders are entitled to co-own the company and have the right to vote at shareholders meetings
according to the proportion of shares they own and have the right to vote on important issues such as raising
capital to pay dividends and mergers and acquisitions. Beside that the shareholders are entitled to receive
dividends when the company makes profits and have the opportunity to profit from the difference in price
when the stock prices rise with the potential of the company. Also including the opportunity to subscribe for
new shares when the company increased capital or issue a new allocation to the shareholders.
Pension Funds: A pension company is a contractual financial institution that collects pension contributions
from contributors under agreements which specify the future benefits to be paid to the contributors.
Preference shares: A class of share capital that entitles the owners to a fixed dividend ahead of the
company’s ordinary shares and to a stated cedi value per share in the event of liquidation. See under equity
instruments.
Premium: See insurance premium.
Primary Dealer of the GSE: Members of the GSE who participate in auctions for Government securities.
Only Primary Dealers licensed by the Bank of Ghana can participate in auctions for Government securities.
They may be banks or other financial institutions who meet specified financial requirements and obligations.
Registrar: An organization that takes responsibility for maintaining a company’s share register.
Re-insurance: Reinsurance is insurance that is purchased by an insurance company from another insurance
company (reinsurer) as a means of risk management. The reinsurer and the insurer enter into a reinsurance
agreement which details the conditions upon which the reinsurer would pay the insurer's losses (in terms of
excess of loss or proportional to loss). The reinsurer is paid a reinsurance premium by the insurer, and the
insurer issues insurance policies to its own policyholders. The main reason for insurers to buy reinsurance is
to transfer risk from the insurer to the reinsure.
Return on Equity: Net profit divided by shareholder funds.
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Repurchase Agreements (REPOS): Financial institutions that find themselves with a sudden need for cash
can either sell their assets such as Treasury Bills outright to another financial institution or enter into a
repurchase agreement “REPO” under which the borrowing or cash-short institution agrees to sell the asset to
a lending or cash surplus institution with a simultaneous agreement by the borrower to buy back the asset
from the selling institution at a specified date and price.
Secondary Market: Market place for trading securities that are not new issues.
Securities and Exchange Commission (SEC): The regulatory agency for the securities market.
Shares: Shares represent a part ownership of a limited liability company. Investors who buy shares may realize
dividends and capital appreciation. There are two types of shares: ordinary shares and preference shares. See
under equity instruments.
Short Selling: In short selling, the investor borrows securities and sells them hoping to buy them back at a
lower price to replace the borrowed securities for profit.
Stock Broker: See Broker.
Stamp Duty: A tax paid for the conveyance or transfer of title of a real estate property (building and/or land)
upon the sale of the property. The stamp duty Act of 2005 (Act 689) reduced the stamp duty from 2% to
0.5%.
Stock Exchange: A stock exchange is an institution that operates a market for the orderly buying and selling
of securities.
Treasury bills: Financial instruments issued by government to finance expenditures. In the Treasury bill
contract, the government promises to pay the holder of the instrument a fixed amount called the face value at
the maturity date of the Treasury bill. Treasury bills are issued for maturities of 91- and 182 days.
Trustee of a unit trust: The trustee is usually an independent financial institution like a bank or insurance
company (authorized by the regulator) which is the custodian of the trust property and ensures that the fund
is run in accordance with regulations, the trust deed (i.e. the legal document for creating the trust) and the
scheme particulars.
Turnover Ratio: Turnover ratio is the total value of shares traded during the period divided by the average
market capitalization for the period. The turnover ratio is an indication of the liquidity of the stock exchange
and briskness of activities at the exchange. A high turnover is also an indication of lower transaction cost
which in turn is also a measure of market efficiency.
Unit Trust: A portfolio of holdings in various companies divided into units and managed by professionals.
The managers pool the contributions of numerous individual investors to create a portfolio of financial
securities (a fund) with a given investment objective. See also under Collective Investment Scheme.
Venture Capital: Venture capital is financial capital provided to early-stage, high-potential, high risk, growth
start-up companies. The venture capital fund makes money by owning equity in the companies it invests in,
which and usually have a novel technology or business model in high technology industries, such as
biotechnology, IT, software, etc.
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