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A message from our CSP

Vish Ashiagbor

Country Senior Partner

hen, together with the
Ghana  Association  of
Bankers (GAB), we

presented the results of
the 2014 Ghana Banking Survey at a
very well-attended breakfast meeting
at the Movenpick Ambassador Hotel
last September, the debate was livened
by the effusive contributions of many
of the participants. Some of these
participants attended on behalf of
their organisations, but many more
were representing themselves as retail
customers of banks operating in Ghana.
Participants’ comments ranged from
challenging the transparency of banks’
product and service pricing, to enquiring
of banks’ commitment to the promotion
of financial inclusion in the country.

Upon reflecting on the interesting
conversations we heard at the launch,
we decided to change - for the 2015
edition — our historical approach for
conducting this industry survey. This is
the basis of our choice of theme for the
2015 Ghana Banking Survey; we felt it
would be instructive for key players in
the banking industry (especially banks
and the regulator) to gain an insight
into what customers’ expectations of the

banking industry are, as well as what
customers’ general assessment is of how
close the industry is to meeting these
expectations.

The 2015 Ghana Banking Survey,
themed “Bank of the Future: what bank
customers want to experience by 20207,
asks several questions of bank customers
that invite them to paint a picture of
what they expect a bank operating in
Ghana to look like in 2020. Customers
paint these pictures via their responses
to scenario-based questions framed
around five elements of banks’ business
and operating models: i.e. products
and services, channels, technology,
organisation, and talent. After setting
out their expectations of the “Bank of
the Future”, customers then told us -
based on their “outside-in” view formed
through their interactions with their
personal banks — whether, today, banks
operating in the country (a) generally fit
the mould of the Bank of the Future, (b)
are on track to fit that mould by 2020,
or (c) are unlikely to attain Bank of the
Future state by 2020.!

To put the expectations of bank
customers in context, we asked them
to indicate what matters the most to
them in their banking experiences. The
following are the attributes that bank
customers were asked to rank in their
measurement of satisfying experiences:
affordability, convenience, availability
of credit, familiarity, product variety,
security, simplicity and speed in service.

Customers were further asked to indicate
their rating of what aspect of banks’
business models is the most important
for the delivery of “satisfaction” in
their banking experiences. We listed
the afore-mentioned five elements of
a bank’s business and operating model
for customers to rate: i.e. products
and services, channels, technology,
organisation, and talent.

To get a balance in the perspectives
of the market, i.e. from both buyers

(customers) and sellers (banks), we also
asked banks to provide some insights into
the initiatives they are taking around the
five different aspects of their business
and operating models to provide some
insight into what their own priorities
are regarding what will contribute
to their future success in the market.
Additionally, we asked banks to tell us
if — one year on -their views of the key
drivers of transformation in the industry
remain the same as expressed in 2014, or
have changed.

Our key findings from the survey have
been presented in our survey report. They
make very interesting reading and, in our
view, hold strategic value for both banks
and the regulator; banks, because the
information has been captured through
the lens of the customer, who represent
their revenue streams, and the regulator,
who we expect to have the views and
interests of the customer in mind in
the execution of their supervisory and
regulatory functions.

I encourage you to read on. If you wish
to discuss some of these findings in some
more detail, by all means get in touch
with us; our survey team and Financial
Services Industry Group will be pleased
to engage with you further.

"In their responses to indicate their expectations of the Bank of the Future, respondents selected from three choices: high priority, medium priority, and
low priority. In their responses to give their assessment of banks’ current performance, respondents again selected from three choices: already meeting
expectations; most likely to meet expectations; and unlikely to meet expectations.

PwC
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A message from the Executive
Secretary of the Ghana
Association of Bankers

-

D. K. Mensah

Ghana Association of Bankers

e are once again happy to
collaborate with PwC for
the 2015 Ghana Banking
Survey. The theme of the
survey this year could not have been
chosen at a better time, especially given
that the focus last year was what banks
expect of banking in Ghana in the future.
The Ghana Association of Bankers
has received a few complaints from
customers on the banking experience
and services they have received. Even
though many of these complaints are
usually directed at the level of fees and
charges levied on these customers, the
Association believes Ghanaian banking
customers have more expectations of
their “Bank of the Future” and we look
forward to the responses, findings and
conclusions of this year’s survey.

Below are some other current issues the
Association would like to highlight:

PwC

Capital formation,
what next for Bank of
Ghana in achieving and
securing the stability of
the Ghanaian Banking
Sector?

Since the Bank of Ghana increased
the minimum capital of commercial
banks in 2010, to which many of the
banks complied with this directive by
31 December 2012, there are renewed
concerns on whether the Ghanaian
banking sector is adequately capitalised
to underwrite some of the significant
transactions expected post the oil
production driven status of the economy.
The level of dispensation granted by the
regulator for banks to do business above
their single obligor limits gives credence
to these concerns. However, the focus this
time does not seem to be targeted only at
the minimum stated capital, but also at
the other components of the Tier I capital
of the commercial banks. Concerned
with the recent level of dividend payout
by the commercial banks, Bank of Ghana
had to issue additional guidelines for
consideration by the banks before paying
out dividends.

Section 29 of the Banking Act, 2004
(Act 673) as amended by the Banking
(Amendment) Act, 2007 (Act 738)
provides a staggered framework under
which the commercial banks are to
transfer current year profit after tax
into a statutory reserve. The framework
takes into account the level of provisions
already made into the statutory reserve
vis-a-vis the stated capital of the
commercial bank in determining what
extra provision is to be made in the
current year.

Among many other reasons, the statutory
reserve was to help protect depositors’
interest and secure some financial

viability of the commercial bank itself
and the banking industry as a whole.

In many instances the statutory
reserves have grown to equal or surpass
the minimum stated capital of these
commercial banks. Whether the liquidity
of the commercial banks actually
supports these high levels of statutory
reserve is a point for another discussion.

It is in this light that concerns over the
capital adequacy of commercial banks
with a possibility of a further increase in
the minimum stated capital, without a
re-look at the statutory reserve fund, is of
worry to many stakeholders. Under the
Internal Capital Adequacy Assessment
Process (ICAAP) under Basel II, the
regulator is empowered to call on specific
commercial banks to make additional
capital contributions if required. There
are also plans for the introduction of a
deposit insurance scheme soon in the
Ghanaian banking sector. These and
many other reasons have left many
concerned as to why the statutory reserve
and its current requirements is not being
reconsidered when looking at the capital
adequacy of the commercial banks.

VAT on financial services

The Government successfully introduced
the VAT on financial services which
adds to its revenue streams. In spite of
the earlier miscommunication and lack
of education to the general public, the
volume of banking transactions has not
been significantly negatively affected as
feared.

Strengthening the credit
administration

With the recent economic challenges,

commercial banks are increasingly
cautious in growing their loan portfolios.

2015 Ghana Banking Survey 4



An increasing level of default is a
reasonable expectation in given the
current economic difficulties, at the
heart of which are; the power crisis, the
depreciation of the Ghana Cedi (prior to
the recent gains and stability recorded),
the high inflation and interest rates
resulting in the high cost of living and
doing business.

Know Your Customer

In addition, the challenges of the physical
addressing system of the country
continue to hinder the banks’ efforts
in their Know Your Customer (KYC)
activities. The few credit referencing
bureaux and collateral registry set up are
helping with better credit administration
and recovery but if the customer or
securities used as collateral cannot be
easily identified and traced, the banking
sector will continue to have challenges
in monitoring the customers with the
attendant effect of higher cost of credit to
these customers.

Pricing of product and
services

Furthermore, the competition in the
Ghanaian banking sector continues
to deepen with many of the banks
competing not only on products but
price and distribution channels as well.
The import dependency of the economy
and current economic challenges have
however seen many of the treasury
activities of the banks centred around
foreign currencies and Government of
Ghana bills and bonds trading activities.
The Bank of Ghana requirement for the
publication of the charges and interest
rates of the commercial banks has led
to intense price competition among
the banks and armed customers with
information to choose where to do their
banking business. The level of customer
complaints relating to charges of the

PwC

commercial banks attests to the fact that
customers are paying particular attention
to their cost of doing banking business.

The competition, not only from the
banking sector itself but also from the
non-bank financial institutions, the
innovations and advances being made
on the technological front and the
new Banking Bill expected to take care
of some of the challenges the sector
is currently facing when passed, are
expected to help the banking sector
continue to play its vital role in shaping
the Ghanaian economy.

2015 Ghana Banking Survey
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A message from our Tax

Leader

Goerge Kwatia

Partner, Tax Leader

Taxing times for banks in
Ghana

Introduction

he Ghanaian Banking industry

has been impacted lately by

new legislation. We focus on

two of the most far-reaching tax
changes which have impacted banks in
recent years. These are Value Added Tax
(“VAT”) on fee-based financial services
and Transfer Pricing (“TP”) Regulations,
which now require banks to price all
transactions executed with affiliated
persons at an arm’s length.

VAT on fee-based financial
services

VAT is a tax levied on the consumption
of goods and services. Governments all
over the world including Ghana, use VAT
as a tool for generating revenues to fund
much needed projects and expenditures.

It is public knowledge that the VAT
law which imposed VAT on fee-based
financial services should have been
implemented in January 2014. However,

PwC

due to the fact that it generated so
much furore, the Government had to
defer the implementation by the banks
until a more suitable time. The initial
disquiet expressed by the general public
and banks upon the introduction of
the tax, stemmed from the fact that
with the exception of life insurance
and reinsurance services, all financial
services rendered for a fee would have
been subject to VAT at rate of 17.5% on
the value of the service. After intense
lobbying, a detailed list of financial
services which were subject to VAT, was
finalised and approved for use, effective
January 2015. Itis instructive to note that
prior to the repeal of the previous VAT
law, the provision of financial services
was exempt from VAT and according to
Government, the inclusion was part of
the urgent need to broaden the tax base
of the country.

While it was expected that, all things
being equal, the introduction of VAT
on fee-based financial services would
not directly affect the cost of service for
financial service institutions, the reality
is different. The VAT law prevents banks
and other financial institutions from
deducting input VAT unless they are
able to attribute it to a service supplied
by them which is subject to the VAT.
Unlike businesses within other sectors
of the Ghanaian economy, VAT incurred
which is not directly attributable to a
supply of service which is subject to
VAT, is not eligible for deduction against
the VAT collected. This unfairly targets
the financial services sector, thereby
increasing the tax costs on financial
institutions. Government should
consider amending the law to ensure that
financial institutions are able to deduct
both directly and indirectly attributable
VAT on the fee-based financial services.

Also, given that banks have always
debited customers’ accounts with any
fees or charges due the banks, the
requirement in the VAT law for persons
eligible to deduct input VAT to only do
so when they do have a validly issued

VAT invoice, is unfairly resulting in the
inability of bank customers to claim
deductible input VAT. The banks would
have to issue VAT invoices to every single
customer for bank charges (which is
virtually impossible), or the Government
may have to consider amending the
law to permit the presentation of the
customer’s bank statements as sufficient
evidence for VAT claim purposes. This
way, the cost of administering the VAT
on fee-based financial services for bank
customers would significantly reduce.

Transfer Pricing (TP)

In September 2012, Ghana issued
detailed TP Regulations which, in
substance, are consistent with the TP
model framework of the Organisation of
Economic Cooperation and Development
(“OECD”). The banks and other financial
service institutions are affected by the TP
Regulations just like the other sectors of
the economy.

The TP Regulations require businesses
executing transactions with persons
connected with the business by way
of shareholding, common control/
ownership or employment, to price
those transactions at arm’s length;
keep contemporaneous documentation
showing how the prices of the
transactions were arrived at, and file
annual TP returns together with the
corporate income tax returns.

The Commissioner-General of the
Ghana Revenue Authority (“GRA”) is
empowered to re-price all transactions
not priced at arm’s length and this
can result in an additional income
for  financial institutions  which
underestimate services they provide to
affiliates, parent company and employees
while expenses considered “excessive” by
the Commissioner-General may not be
available for deduction against income
of entities which overestimate their
services.
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Given that banks have historically given
loans to their employees at reduced or
zero interest rates, the TP Regulations,
now require banks to prepare TP
documentation showing how such
interest rates were arrived at and to
impute a notional income if those interest
rates, if any, are not at arm’s length. The
TP Regulations in essence compel banks
to either price the interest on employee
loans as it would to others in the
ordinary course of lending or justify the
interest rates charged on such loans. It is
important to note that it is not only staff
loans that are affected but also all other
transactions between banks, their parent
companies and other affiliates.

TP regulations will pose some challenges
to banks’ reward systems. Banks should
begin analysing how the introduction
of the TP regulations impacts staff
compensation, talent attraction and
retention and review their existing
performance management  systems
to ensure they meet the requirements
of the TP regulations. There may be
possible governance issues where non-
executive directors of the banks are also
accessing credit at below market rates.
There is therefore the need for banks to
also perform a review of their existence
governance structures and systems to
ensure compliance.

We are aware of pending TP audits from
the GRA based firstly on the disclosures
on the TP returns that banks and other
financial institutions have filed and
secondly on the GRA’s knowledge of
banks and financial institutions that have
related party transactions.

In summary, adequate TP documentation
and price justifications should be put in
place by these institutions to minimize
the risk of TP adjustments occurring
which may have punitive as well as
reputational ramifications.

PwC
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Our methodology

Online and offline surveys of customers’
perspectives

Through a combination of online surveys and field
administration of questionnaires, we got over 900 people
participating in and contributing to the customers’ perspectives
survey. We produced a comprehensive questionnaire that
presented survey respondents with 23 different scenarios of
how banking in Ghana could look like in 2020. These scenarios
of the future were framed to describe potential developments
in the different aspects of banks’ business and operating
models, i.e. technologies, channels, products and services,
human resource base, and how they structure and organise
themselves. The premise was that, when put together and seen
as being present within the set-up of any one bank, that bank
could truly represent the “Bank of the Future”, one that is not in
existence as yet in the Ghana industry. This noted, we recognise
that some of the scenarios can be described as already in
existence in some form or to some extent in a few of the banks
in operation.

For each of the 23 scenarios, survey participants were asked
to indicate its level of importance to them in contributing to
a differentiated or satisfying banking experience by selecting
from three options: high priority, medium priority, and low
priority. Following their indication of the level of a scenario’s
importance to them, respondents were requested to give
their assessment (through their own outside-in view of their
banks) of banks’ state of readiness or preparation for fitting
into the bank in the given scenario. In this second question,
respondents gave one of the following three responses: bank
already met expectation set out in the scenario; bank not yet
met the expectation, but likely to do so by 2020, based on
evidence of respondents see; and bank not likely to meet that
expectation by 2020.

Thus, altogether, we got responses related to 46 scenarios that
described various situations in relation to the different aspects
or components of banks’ business and operating models, i.e.
products and services, technology, channels, organisation
model, and talent (human resources).

In addition to the scenario questions, survey respondents were
requested to indicate to us what aspects of banks’ business and
operating models they consider as significant in making real
contributions to the creation of differentiated and memorable
experiences that delight banking customers.

“Bank of the Future:

What bank customers want to
experience by 2020”

Personal interviews with bank senior
executives

Parallel to the bank customer survey, we also held brief
interviews with a selection of bank senior personnel and sought
their views on what they believed would be the key factors
driving change in the Ghana banking industry in the medium
term, up to 2020. We had asked bank executives this same
question last year; indeed it formed the central theme of our
2014 banking survey. Our reason for repeating this question
was to ascertain whether, one year on, the industry had
changed its views on what would drive change and influence
success in this industry and market. The findings make very
interesting reading.

In addition to giving us their views on what is shaping the
future of the Ghana banking industry, bank executives shared
some insights into their plans for succeeding and growing in
the industry.

What we have done in this report is to see if there is a
convergence or divergence in what banks believe will make
them succeed in the market place and what customers are
expecting from them to enable them (i.e. the customers) have
memorable experiences.

Profile of customer survey participants

Survey respondents were 90% individuals (meaning retail
bank customers) and 10% organisations; 64% males and 36%
females. 91% of respondents belong to the age range of 20 — 34
years and another 5% are in the 35 — 44 years bracket. Also
48% are employed and 22% are tertiary education students;
the remaining are retirees or unemployed/ in between jobs.

For the organisations that completed the survey, the sector
distribution was as follows: government/ public agency (21%),
professional services (14%), oil and gas (14%), logistics and
distribution (13%), banking and financial services (7%),
telecommunications (3%), and entertainment (3%).
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Summary of survey key findings

What matters most to customers in creating satisfying banking
experiences.

The graph is very telling!

Customers views on contributors to banking experiences
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Key highlights:

e Security (from technology-related or technology-enabled fraud) topped customers’
most desired features that help to create satisfying banking experiences for them.
Over 83% of customers surveyed ranked security first or second, among the
eight features that — in their view — combine to create great banking experiences.
We found this consistent with customers’ choice of technology as leading all
other elements of banks’ operating models in the creation of superior banking
experiences. More than 84% of customers rated technology very high (either
first or second) in importance in the delivery of satisfying customer experiences.
Customers’ demands in respect of security is further reinforced by what we found
as their expectations regarding how banks should interact with the markets they
serve — more and more through technology-enabled channels and mobile devices
that afford customers better control of their banking lives. Additionally, over 75%
of customers responding to the survey said that they put a high priority on banks’
ability to proactively alert them of unusual activity on their bank accounts. This
number increases to 95% when customers citing this ability or practice of banks as
of “medium priority” to them are included.
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“Bank of the Future: What bank
customers want to experience by 2020”

* Customers cited speed in service and

convenience as their next important
requirements for a superior customer
experience. 69% of customers
rated “speed in service” first in
their assessment of the features of
banking relationships that are of an
increasingly high priority to them.
This is slightly higher than the 68.5%
that selected “convenience” for that
position, i.e. having the highest rating
in the shaping of banking experiences.
However, convenience overtakes
speedinservice when customersrating
these attributes first or second are
summed up for each attribute. In this
instance, more than 82% of customers
desire convenience, compared to
78.6% that prefer speed in service.

Again, consistent with the finding that
customers are seeking more control,
survey respondents put a premium
on “anytime, anywhere banking”,
expecting that the Bank of the Future
be an “Always On(line) Bank”.
Customers desire to have round-the-
clock access to their accounts and
also have the ability to initiate and
complete transactions by themselves —
while on the move, and with little or no
direct interventions from their banks.

Automation, online, mobile devices,
out-of-branch, and connectedness
were among the keywords that
featured the most frequently in
customers’ expectations of the typical
set-up of the Bank of Future. In one
instance, almost 70% of respondents
noted that, as a matter of high
priority, banks should - in the future
— put less emphasis on doing business
through the traditional branch outlet;
instead, mobile phones and similar
hand-held devices, ATMs and Video
Teller Machines should be prioritised
by banks in their interactions with
their customers.

Affordability features prominently
in customers’ feedback on what
contributessignificantly tomemorable
banking experiences. 54.5% of

PwC

respondents rated affordability as of
highest significance among the eight
attributes that combine to define a
great banking experience for them.
This number is slightly more than
the number (51.3%) that regards
simplicity as the most important
attribute. However, when both first
and second ratings are considered in
aggregate, then the scales tilt in favour
of simplicity, 76% compared to 74.5%.

What is instructive for us from these
findings is that customers are not
necessarily planning to pay more for
the innovations they expect banks
to bring into the arena to enhance
their experiences. This is in spite of
the fact that banks will need to make
additional investments to deploy new
(or even transformed) business and
operating models to meet customer
expectations. Consequently, banks
will have to be smart about the
choices they make to optimise their
capital expenditures (capex) and
their operating expenses (opex) in
order that they remain profitable
and continue to provide good rates
of return to their capital providers.

Customers need for simplicity and
integration will provide some cues
to banks with regard to the choices
they must necessarily make about
technology and how this is deployed
across the breadth of the bank’s
operations — front, middle, and back.
It is clear from customers’ responses
that their preference is DIY (Do it
Yourself) banking. This means that
processes and features that introduce
complexity must be cut out or hidden
from view to enhance the quality of
customers’ experiences. Customers
also noted their expectation that
banks’ systems, including their
channels, be seamlessly integrated
allowing them to easily initiate
their banking transactions from one
channel and completing them on
another, at a pace they determine
themselves — all of this within

an environment that guarantees
security from especially cybercrime.

Put in a more practical way, banks will
be challenged to achieve simplicity
in the complex initiatives, they
must necessarily make in the area of
technology.

When first and second ratings are
considered in aggregate, product
variety and credit availability ranked
sixth and seventh, respectively, among
the list of eight attributes. When
only first ratings are considered, this
sequence is reversed. It might seem
surprising that credit availability,
in particular, comes this low in a
survey of customers, especially
given that credit availability is often
cited as a key constraint in other
surveys undertaken on the Ghana
banking industry. But a closer look
at the demographics of the survey
sample suggests an explanation to
this situation. Organisations that
participated in the survey formed less
than 10%. Hence, we can assume that
the findings are fairly representative
of expectations of retail (i.e.
personal) banking in the future.

We found the relatively low emphasis
placed on product variety rather
intriguing. Could it mean that
most bank customers do not expect
the Ghanaian economy to change
dramatically in fundamental structure
over the next five years, hence the
absence of a need for personal
banking products or services that
are much more sophisticated than
what are available currently? Still, a
fairly significant proportion of bank
customers expect some increased
innovation in the design of banks’
products and services, as well as how
they are delivered to customers. For
instance, slightly more than half of the
respondents noted as “high priority”,
their need for banks to incorporate
“incentive” features into the design
of products aimed at rewarding
customers for the “right banking
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behaviours” and creating delightful
experiences for them. Additionally,
more than 60% of respondents rated
as “high priority” their expectation
that the Bank of the Future delivers
value added products and services
that it co-creates with other
companies, e.g. insurance companies
and consumer goods companies.

Familiarity was ranked by survey
respondents as having the least
impact in producing great customer
experiences. Just over a quarter of
respondents felt that familiarity was
of significant importance in creating
memorable customer experiences. In
our view, this further corroborates
what we refer to as customers’
preference for DIY banking. This
is not surprising considering the
demographic profile of respondents.
Over 80% of persons that participated
in the survey indicated that they
belong to the 20 - 30 years age
range. People in this age category,
typically, have a strong affinity to
mobile devices and the Internet. In
another five years and beyond, most
of these will feature in the workforce
in a way that cannot be discounted in
importance by the banking industry,
earning income, spending, saving
and investing it, and generally
demanding banking services.

The fact that these people do not
place a premium on familiarity does
not mean that “personalised” banking
will not be in demand. Banking
services targeted at high net worth
individuals (HNIs) will remain a
lucrative revenue stream for banks.
In our view, what it suggests is that,
increasingly, the market will demand
that switching be easy and that the
associated cost is low. Indeed, more
than 90% of respondents said, in the
future, they expect bank accounts to
have the same “portability” attribute
as mobile phone numbers today.
These expectations should inform
banks on what they should prioritise

PwC

in their investment and operating (cost) decisions, to ensure that they optimise
returns on their spend, while satisfying the majority of their customers.

One year on, banks’ views on what will drive the future of the industry
have changed

In our 2014 survey, banks had stated that the four drivers that were going to be at the
forefront of change and transformation in the industry were the following in a ranked
order: i) competition (82%); ii) legislation and regulations (73%); (iii) technology
(64%); and iv) domestic economic performance (64%). These four factors were
selected among seven drivers, the three others being demographics and social
behaviour, global and African economics and politics, and sustainability banking.

One year on, as part of the 2015 banking survey, we asked senior banking executives
to again rank these seven drivers to determine if their views have changed — and they
have changed indeed! The results are as shown in the graph below.

Bank executives selecting factors among their top three
drivers to impact business of banking in the future

X
=
XX — X X IR XX
NS BN 0| o o SR R R
0 | = o - ~N M O © o o
Technology Competition Sustainability Demographics and Legislation and Domestic Global and African

economics and
politics

macroeconomic
performance

banking social behaviour regulations

W2014 ®2015

Competition, and legislation and regulations have dropped out of the first and second
respective positions. Indeed, legislation and regulations dropped off the list of top
four drivers entirely, and demographics and social behaviour got on to it.

Now, it would seem that bank executives have very little or no difference in opinion
that technology is the single leading driver that would have the biggest impact in the
transformation of their industry. What is heart-warming is the convergence between
this feedback from senior bank executives and the results from the customer survey
as highlighted above.

Domestic macroeconomic performance moved from fourth place on the list to second
place, with a few more bank executives noting that this would continue to have a
very big impact on the future of banking business. Using the continuing lacklustre
performance of the monetary sector, this view of the banks is not surprising.

Interestingly, banks’ interest in the demographics and the social-cultural behaviour of

the markets they serve is beginning to come to the fore, although we are still of the view
that the industry in Ghana remains relatively “behind the curve” in its consideration

2015 Ghana Banking Survey 11



“Bank of the Future: What bank
customers want to experience by 2020”

of the needs and preferences of their
customers. We think that this is because,
in the past, banks concentrated more on
the corporate end of the banking market,
but their perspectives are changing,
as they increasingly recognise the
importance of the retail market.

Furthermore, the drop in bankers’ view
of the significance of competition in
having a big impact in the future of
the domestic industry is remarkable.
Only half of the executives who in 2014
believed that competition would lead in
changing the face of the industry in the
future continue to hold this view. This
may be the result of universal banks
having regained their confidence in the
deposits market, after the scare posed
by other financial institutions, especially
Savings and Loans companies (S&Ls)
which waded deep into deposits markets
that were traditionally the territory of
universal banks.

The relatively low rating of legislation
and regulations would suggest that
banks have factored most of the expected
changes in legislation and regulations
into their business and operating models
and projections. Still, we expect banks to
keep their eyes trained on the horizon, as
the monetary sector has not fully settled
from recent shocks, which have been
known to be the cause of some of the
recent changes in monetary policy and
associated regulations.

Sustainability banking seems to remain
low on banks’ agenda for the future,
though we are happy to see a slight
increase in interest. We expect this
interest to continue to rise as Bank of
Ghana (BOG) builds momentum with
its plans to introduce some principles/
regulations of sustainability banking to
the industry.

Finally, it is noteworthy that bankers in
Ghana still continue to think that their
industry remains fairly insulated from
the happenings in the economic and
political realms of Africa and the world
in general.

PwC

Detailed analysis

In the rest of this section of the report,
we have presented analysis of the results
from the customer perspectives survey.
The survey presented participants with
various scenarios that were framed
around each of the five aspects of banks’
business and operating models, and
sought to test for how bank customers
related to the eight elements we had
identified as contributing to the shaping
of customers’ banking experiences.
For each scenario, we have presented
two graphs: one that presents the
breakdown of respondents’ assessment
of the scenario’s importance in creating
a differentiated  experience; and
another that presents the breakdown of
customers’ appraisal of banks’ readiness
or preparation towards delivering the
service described in the scenario.

Customers’ perspectives
on products and services

The survey presented different scenarios
around the future of bank products
and services and invited respondents
to give an indication of how important
each of such futures will be to them in
their banking lives and also provide
their assessment of banks’ readiness/
preparedness in delivering such futures
to them. This section discusses the
feedback from bank customers.

Scenario 1: Detailed information about
bank products and services (including
the composition of their charges) are
available online, allowing customers
to make comparisons across different
banks.

This scenario tested for convenience,
speed in service and simplicity.

B High Priorty
B Medium Priorty
Low Priorty

Almost two out of every three bank
customer participating in the survey
noted that this scenario was a “high
priority” for them. Adding the 35% that
marked it as a “medium priority” to this
proportion, we have 96% of customers
indicating that this scenario is highly
desirable. This feedback resonates
very closely with the contributions of
participants at our 2014 Banking Survey
Launch. Without doubt, the calls by the
market (especially retail customers) for
more transparency in how banks price
their products and services cannot be
muted, and should give the industry a
signal that the market is getting weary of
how expensive they find banking services
in Ghana.

Banks have their own reasons for their
inability to lower their charges (interest
rates and fees), key among them being
the cost of funds/ deposits, which is
driven up by high domestic borrowing by
the Government, and also high default
rates in a country, where address systems
are unreliable. Still, the calls from the
buyer-side of the market cannot be
ignored — at least not for very long.

In addition to wanting transparency,
customerswantsuchdetailedinformation
to be available online and accessible
through a few clicks on different screens
or buttons, including mobile (smart)
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phones, so they can make comparisons
across different banks and inform their
choices on who to do business with. This
feedback ties in closely with other survey
findings about customers’ preference for
banks to move to mobile and other out-
of-branch channels as they key touch
points for customer interactions. It also
backs the presumption that increasingly
customers are expecting switching to be
easy in the industry and the associated
cost to be low.

. Yes, already meeting
this expectation

I No, but most likely to meet
expectations, at current rate

No, and unlikely to meet
expectations, at current rate

When asked to give their assessment of
banks’ state of readiness in delivering
such a future of “easy online accessibility
of relevant product and service
information” based on their outside-in
view of their banks, only one out of ten
respondents said banks were unlikely
to meet expectations of this future by
2020, judging from their current rate of
innovation.

Over half of respondents noted that
players in the industry are currently not
delivering this future, but expect them to
do so at the current pace of innovation in
the industry. Without doubt, the amount
of information available via banks’
websites has increased over the past few
years, evidence that banks have been

PwC

very proactive in their marketing and
public relations engagement.

However, bank customers believe that
banks could do more by investing in new
user-friendly technological tools that
are familiar yet robust and address their
security interests.

The increased calls and focus on
transparency about pricing could mean
that in a few years to come, banks could
come under new pressure to show a lot
more price information on their websites.
And this could introduce a different
kind of competition into the industry,
as well as lead to some disruption in the
industry.

Scenario 2: Banks operate 24/7 call
centres via which customer enquiries
are responded to, and which enable
customers to take banking decisions
quickly.

This scenario was a test for convenience
and speed in service.

Il High Priorty
B Medium Priorty

Low Priorty

91% of bank customers surveyed noted
as “high or medium priority” their
expectation of banks to operate call
centres that operate on 24/7 availability
basis. Of note is their expectation for
these centres to have the following
features:

¢ Be more automated than manned;
have prompt, ready answers to
customers questions;

e Correctly anticipating customer
enquiries, based on intelligence based
on data and information gathered
through customer footprints on social
media platforms; and

e The few personnel manning such
centres are abreast with key features
of their banks’ products and services
and are able — on the spot — to assist
customers with information to enable
the latter make decisions promptly.

While this may sound rather exacting, it
is entirely possible with investments in
the right technology platforms and tools
that support the use of social media,
not only for marketing products and
services or seeking customer feedback
about quality of services, but are also
deployed to collect and decipher big data
generated by their customers as they use
popular social media platforms, such
as Facebook, Twitter, and Instagram.
Having FAQs (Frequently  Asked
Questions) on their websites is a good
start, but seems inadequate to the future
bank customer. This type of customer
is getting increasingly e-savvy, mobile-
addicted, and impatient at slow service.
In addition, the horizons of their socio-
cultural environment are getting broader
through social media.

When invited to give their assessment of
banks’ preparedness or ability to deliver
this future expected by the market, a
slightly lower number of bank customers
noted that today’s banks “are already
in that future” or are on course to meet
their expectations. But while almost
59% described this future as of high
priority for them, only half that number
stated that banks have already met this
expectation, with another 51% observing
that their banks may be on course to
meet this expectation by 2020.
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“Bank of the Future: What bank
customers want to experience by 2020”

. Yes, already meeting this expectation
[l No, but most likely to meet
expectations, at current rate

No, and unlikely to meet expectations,
at current rate

Some bank customers that responded
to our survey, however, expressed
concern for the need to achieve an
acceptable balance between security
and privacy on the one hand, and banks’
aspirations to meet the service demands
of customers on the other hand. This is in
particular consideration of the fact that,
in other industries where the concept
of call centres have been tried and
operationalised over very long periods,
these units had been outsourced to third
party entities.

Our point of view, with regard to this
particular expectation of the market is
that banks must have a broader view
on how they are transforming their
customer interactions touch points.
And this they will have to do this within
the boundaries of a broader channel
strategy that includes how they are
optimising return on investments from
their branches, as well as how they
organise themselves through a network
of conventional and non-conventional
outlets, e.g. S&Ls, rural and community
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banks (RCBs), insurance companies,
insurance brokers, selected retail stores,
etc. for increased market reach.

Such an initiative is important as
the market continues to evolve in
its demographic and socio-cultural
composition and expect improved
services, available when needed, and
provided at lower charges.

Scenario 3: Bank products incorporate
“incentive” features designed to reward
customers, leading to enhanced
customer satisfaction.

This scenario tested for strength of
customers’ affinity to product variety and
affordability.

The concept of customer rewards and
the linkage with satisfying banking
experiences came up forcefully in the
survey as 50% of the respondents
regarded it as high priority and 38%
as medium priority, totalling 88% of
respondents that place an important
premium on “rewards” as an integral
feature of banks’ value proposition,
which is not simply reserved for
promotional campaigns.

The future bank customer expects
that banks incorporate interesting
incentives into their products, such as
cashbacks, interest abatements, interest
“forgiveness”, gift coupons, etc. to
encourage the right banking behaviours,
promote loyalty among customers, and
add some panache to the “everyday”
banking experiences of their customers.
It is apparent, from this and other
feedback that the 2015 customer survey
has drawn, that the customer in Ghana’s
banking industry is increasingly looking
at other industries — notably telecoms —
and expecting banks to be as innovative
and responsive in their customer
engagement.

B High Priorty
B Medium Priorty
Low Priorty

More customers (64%) are also looking
to banks to provide simplified financial
education to their customers, using
platforms and channels that customers
are familiar with, such as SMS alerts,
WhatsApp, and other popular social
media tools, to guide them to get more
out of their banking decisions. What we
find interesting is the suggestion that
customers expect a lot of innovation,
yet they also expect banks to service
the market at reduced charges. Some
of the customers argue that the high
cost structure of banks is attributable in
significant part to their high overheads,
associated with their “extensive”
branch network and related personnel
costs. From their “outside-in” view of
banks’ operations and considering the
growing role of mobile devices in the
lives of the average bank customer,
survey respondents believe that banks
should put less emphasis on Brick and
Mortar (B&M) outlets and explore the
possibilities with mobile some more.
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M Yes, already meeting
this expectation

B No, but most likely to meet
expectations, at current rate

No, and unlikely to meet
expectations, at current rate

Linked to their expectations that banks
charge the right (reduced) prices for the
services they provide to their customers,
survey respondents noted that banks
should be looking to creatively mop up
deposits from markets that they have
not played in historically. This includes
persons in low-to-moderate income
brackets, the under-banked and the
unbanked — markets that have historically
been the preserve of Microfinance
Institutions (MFIs). Indeed, this is
something that current banks have
already begun to execute as a core plank
of their competitive strategies.

When requested to assess banks’
readiness for providing such incentives,
customers were generally positive.
28% of customers surveyed responded
that their banks already incorporate
incentive features into their products on
offer. Another 52% expect their banks
to be in the position to fully offer such
incentives judging from their current
rates of innovation and the compelling
business case that would be presented by
the actions of their competitors.

PwC

In our view, banks already have the
capacity to meet this expectation — a
variation of this feature is already
embedded in the occasional deposit
mobilisation campaign, which often
turns out to be very expensive for banks,
sometimes problematic too. To profitably
convert such incentives into permanent
features of selected bank products
that are more broadly accessible,
banks simply need to gain a richer
understanding of their markets, get to
know what customers want now and,
even more importantly, in the future.

Customers’ perspectives
on channels

We presented scenarios of how bank
channels could look like in the future
and requested survey respondents to
indicate how useful and important
channels with such capabilities will be to
them in facilitating the kind of banking
they prefer. Customers were generally
asked to respond if they would assign
such “futures” a high priority, medium
priority, or low priority to show the level
of importance to them. We asked them
to further denote, if in their view, banks
were on course for the attainment of
such future scenarios. We have discussed
the findings from customers’ responses
in this section.

Scenario 4: Mobile phones and similar
hand-held devices, ATMs, and Video
Teller Machines are among the topmost
options that banks offer for doing
business with customers, putting less
emphasis on branches.

This scenario was a test for convenience,
speed in service, and simplicity.

B High Priorty
B Medium Priorty
Low Priorty

70% of survey respondents marked this
scenario as “high priority”. What makes
this scenario even more interesting is that
it received the second highest approval
ratings of “high priority need” from
customers. The 25% of respondents that
marked the scenario “medium priority”
brings the total proportion of potential
bank customers considering this future
highly desirable to an appreciable 95%.

This statistic continues to reinforce a
thread that has emerged throughout
this survey, and it is not altogether
strange considering that the National
Communications Authority (NCA), in
March 2015, reported that mobile phone
subscriptions now exceed 31 million,
while there has been a surge in data
usage resulting in more than 16 million
mobile data subscriptions.

It is therefore not surprising at all that
bank customers are seeking more and
more opportunities to engage with their
banks via their mobile devices, and
through other channels that will enable
them to circumvent the queues and the
sometimes claustrophobic environments
in bank branches. The increasingly
youthful bank customer wonders why it
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“Bank of the Future: What bank
customers want to experience by 2020”

is not possible to replicate experiences
available in parallel or unrelated
industries, key among them being
telecoms and retail, and more recently
healthcare. For example, a person that
can decide on a purchase of a particular
item being sold in a retail store located in
the busy, traffic-jammed Central Business
District (CBD), based on their review of
images sent of that item via WhatsApp or
similar social media platforms, wonders
why this convenient experience should
not be available to them in every aspect
of their life.

B Yes. already meeting
this expectation

B No, but most likely to meet
expectations, at current rate

No, and unlikely to meet
expectations, at current rate

The pleasant news is that more than half
the people surveyed (53%) said that
their banks were already providing this
“future”, and more than a third (38%)
said their banks were on course to be
delivering this future to them by 2020. It
is therefore disconcerting that almost 9%
of survey respondents noted that their
banks were unlikely to be able to offer
non-branch channels among the topmost
touch points with the customer.

Our view is that this particular offering
has become so basic and actually
benefits banks that execute the related
strategy well. Banks, historically, scout
for physical deposit pools and plant

PwC

branches at or near such locations.
But, similar to firm behaviours in
oligopolistic industries, soon competitor
banks establish branches too and the
average deposits/ branch rapidly falls.
Banks would have incurred significant
investment costs to establish their
physical footprints, but more often than
not, the targeted returns curve fall too
quickly as branch profitability remains
lower-than-projected.

The expectation into the future is greater
sophistication in the capabilities of these
channels that have become baseline
within the industry. As have already
emerged in the industry, ATMs should
take deposits, provide screens that
support funds transfers, bill payments
(for an extended range of services), top-
up airtime, print account statements on
demand, communicate balances, enable
card-less transactions, etc. A scan of the
industry would identify a few banks
that have blazed the trail in creating
this future today. However, in addition
to these functionalities, customers want
more from ATMs and similar non-branch
channels.

Scenario 5: Bank branches are not the
only option banks give for the capture
and or update of customer details. Other
options like mobile platforms, ATMs,
video teller machines and retail store
outlets, are available and promoted.

This scenario was a test for convenience,
speed in service, and simplicity.

The expectations that a few of the
respondents shared with us during
the survey have opened up some fresh
perspectives on what innovations the
banking industry could excite their
markets with. Customers trust that, with
the involvement of technology, non-
branch customer touch points have the
potential for being imbued with so much
versatility.

For instance, in addition to the afore-
described functionalities they expect of
ATMs, customers want ATMs to be fitted
with face recognition (or other biometric

verification) capabilities as an additional
security measure. Also, ATMs should
have the ability to take photographs,
allow wusers access to their email
accounts, and support more complex
two-way communication that will also
aid speedy and customer-convenient data
capture processes for account opening
and customer data change requirements.

Customers also expect the industry
to forge broader partnerships/
relationships with other entities that are
the haunts of the average bank customer
in their everyday lives, e.g. retail shops,
with such non-branches allowed to
capture relevant data and information on
(potential) bank customers for use by the
banks themselves.

B High Priorty
B Medium Priorty
Low Priorty

Invited to give an indication of how
important this scenario is to them, 66%
of survey marked it “high priority” with
another 26% assigned it a “medium
priority” rating, totalling 92% of
respondents agreeing such a scenario is
highly desirable.

The bank that delivers ATMs or other non-
branch channel with such “advanced”
functionalities as being desired by a
section of their market would unarguably
be leading on innovative channel
strategy. Without a doubt, there will be
the need to test this with the regulator
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to see if it would be supported by the
current regulatory framework, or if new
legislation would have to be developed to
promote such innovation in the industry.

In giving their assessment of their banks’
readiness to provide the service described
by this scenario, it is interesting to note
that 37% responded that their banks
were already doing this. Almost half
of the sample that participated in the
survey remarked that their banks were
on course to be doing this by 2020, and
14% said their banks were unlikely to
achieve this, based on their outside-view
of their strategy and innovations rate.

. Yes, already meeting
this expectation

. No, but most likely to meet
expectations, at current rate

No, and unlikely to meet
expectations, at current rate

While we are unsure that banks are
currently using the specific media
described in the scenario (i.e. mobile
devices, ATMs and video teller machines,
or retail store outlets) to capture and/
or update customer account details, we
recognise that responding customers
could be referring to situations where
some banks carry out customer data/
information capture for account opening
purposes in settings other than the
branch during customer acquisition and
deposit mobilisation campaigns.

The expectation is that, in the future,
this will be a permanent feature of banks’

PwC

channel strategies and not limited to the
occasional deposit mobilisation drive.
The aim is to create the setting where the
customer is the one that decides where
(i.e. on their phone, in a store, etc.) to
initiate or complete an activity such as
personal data changes; a setting in which
customers do things at their convenience
and comfort.

Scenario 6: Bank channels recognise
customers as unique individuals using
advanced, sophisticated and biometric
based methods such as finger printing,
face and/or eye scanning, voice
recognition, etc. to authenticate access
to their accounts.

This scenario tested customers’ attraction
to security, convenience, speed in service,
and simplicity.

Survey respondents’ responses
consistently suggest that bank customers
expect banks to infuse a lot more
technology-enabled sophistication into
their channels than is currently available.

Il High Priorty
B Medium Priorty
Low Priorty

It is interesting to note that more than
half of the survey respondents (55%)
responded positively to a future in
which non-branch channels actually
use biometric verification methods to

authenticate customer identity before
authorising access.

Of significance is the fact that, while
the other scenarios framed around the
future of bank channels emphasised
convenience of the customer
predominantly, this scenario includes
the additional layer of enhanced security
requirements.

As we have observed in an earlier
section of this report, bank customers
are increasingly looking at the banking
industry to apply lessons from other
industries, such as telecoms. A specific
case in point is technological advances
having resulted in most smartphones
currently employing biometric clearance
as their first line of security, and some
companies having employed biometric
login systems at their work place to
strengthen security. In our view, as
banks warm up to the idea of proactively
seeking customer big data from different
digital and social media touch points,
and subjecting such data to analytics,
they will begin to see the big picture of
the benefits accruable to them as well as
to their customers, and see the business
case to make the requisite investment in
the new technology.

B Yes, already meeting
this expectation

I No, but most likely to meet
expectations, at current rate

No, and unlikely to meet
expectations, at current rate
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“Bank of the Future: What bank
customers want to experience by 2020”

In spite of the 55% of respondents
marking the scenario as of a “high
priority”, only 15% of survey respondents
regard their banks as already meeting
this requirement. Half of respondents
said, banks were not delivering on this
expectation at present, but tipped them
to do so by 2020, taking innovation rates
into account. Still, a significant third of
persons participating in the survey felt
that banks were unlikely to deliver this
future to their customers.

On one hand, however, we could argue
that some products/ channels that utilise
biometric data for identity verification
and security clearance already exist in
the industry and are used for payment
services. A key example is e-zwich,
which is the brand name for the national
switch and smart card payment system, a
product of Ghana Interbank Payment and
Settlement Systems Limited (GhIPSS).
This uses biometric data collected from
the fingerprints of card owners.

We reiterate the importance that bank
customers are according to security
in creating a differentiated banking
experience for them, and urge banks to
pay attention to investments that will
increase the level of confidence that
customers have in their systems and
operations.

Customers’ perspectives
on technology

Technology now touches virtually every
aspect of daily life and has made a huge
impact on the relationships between
service providers and their clients. In
banking, it could be safely argued that
technology has been the key driver
of the transformation that has been
experienced in the industry over the
past two decades, which has resulted
in the extinction of a raft of manual
processes that used to be at the core of
business models and service delivery.
With the rise of mobile, technology
continues to power innovation in
response to customer desires, and all
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across the world, this transformation
is happening at different speeds. Some
of the consumer benefits at the fore of
advantages resulting from technological
advances include increased convenience,
speed and security.

To capture the degree of technology’s
importance to customers in their banking
experiences, we presented them with
various scenarios in which technology
shaped bank product design or service
delivery, delivering convenience, speed,
and/or security. We invited survey
respondents to inform us of the level
of priority they would assign to that
scenario for its potential in the creation
of a differentiated and satisfying banking
experience. Survey respondents were
also asked to indicate their assessments
of their banks’ state of readiness in
delivering the experience portrayed
in the scenario. The graphs presented
in this section summarise customers’
feedback on the degree of importance of
each scenario and their assessment of the
industry’s preparation for such futures.

Scenario 7: Banking technology is
supportive of a system of fully integrated
channels that enables bank customers to
have more control over their banking.

This scenario tested for convenience,
speed in service, and simplicity.

B High Priorty
B Medium Priorty

Low Priorty

A large section of the survey respondents
are in favour of a scenario in which banks
present the market with a system of fully
integrated channels across in-branch
face-to-face, out-of-branch physical,
voice, and digital, that allows customers
tohave greater control over their banking,
and determine when, where, how, and
how fast they complete transactions. A
total of 95% of the respondents noted
that this is of a significant importance to
them: 68% reported that it is of a high
priority to them, and 27% described is as
medium.

In giving their assessment of banks’
preparedness with regard to full
integration across their service channels,
a third of survey participants indicated
that their banks already have their
channels being integrated in a way
that puts a lot more control in their
(customers) hands. Another 53% of
respondents noted that, considering
the innovations happening within their
banks, they expect their banks to be on
course to have fully integrated service
channels by 2020, affording them the
level of control they desire.

B Yes, already meeting
this expectation

B No, but most likely to meet
expectations, at current rate

No, and unlikely to meet
expectations, at current rate
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Considering the high desirability of this
scenario, these results should provide
impetus to the banks represented in the
12% of survey respondents who do not
believe that their banks are on course to
have fully integrated channels to begin
to think about their branch/ distribution
strategy in order not to be put at a
competitive disadvantage.

In addition to Dbeing integrated,
customers expect that banks would be
connected to outlets, which traditionally
do not form part of banks’ channels, to
extend the distribution footprint and
service reach of the banking industry.

Examples of such non-traditional
outlets that have been suggested include
insurance companies, retail stores,
fuelling stations, telecom agents, RCBs,
etc. Bank customers expect that banks
should be able to realise this possibility
through the organisation model choices
they make.

This has been discussed further in the
analysis of survey responses for Scenario
10.

Scenario 8: Alongside SMS alerts sent
to mobile devices, bank ATM technology
has the capability to send photographs
of the person accessing or transacting
on ATM.

The test for this scenario was security.

Atthe moment, one of the meansbywhich
banks fight ATM fraud is by sending
customers SMS alerts on their mobile
devices after an ATM transaction occurs
on their bank accounts. This scenario
seeks to determine customers’ appetite
for new technology that is capable of
taking and sending photographs of the
individual accessing or transacting on
their account via an ATM to help reduce
the incidence of theft, and - if they occur
— assist in their quick resolution.
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Il High Priorty
B Medium Priorty
Low Priorty

In their responses, 63% of the
respondents categorised this scenario as
one of high priority. Another 22% brings
the total proportion of respondents
indicating this scenario as having a
significant importance for them to 85%.

Considering that this scenario is aligned
to the security aspirations of bank
customers, we expected the proportion
of respondents scoring it as of significant
importance (high and medium priority)
to have been a lot higher than 85%. 82%
of survey respondents had identified
security as the single factor that
contributes in the most significant way
to the shaping of satisfying customer
experiences, ranking it either first or
second, and put it on the top of a list of
eight factors.

When asked to indicate their estimation
of where banks were in the ability
to provide that service, 50% of the
survey respondents believe their banks
are likely to meet this expectation by
2020. 18% noted their banks already
have this capacity and/or are meeting
this expectation, while another 32%
indicated that their banks are unlikely to
meet expectations by 2020.

. Yes, already meeting
this expectation

. No, but most likely to meet
expectations, at current rate

No, and unlikely to meet
expectations, at current rate

At present, ATMs are fitted with security
cameras anyway and so it is unlikely that
this service will be an insurmountable
challenge to the industry. To make it
value added, the imaging technology
should probably have the capacity
to check with relevant images on a
customer’s file before sending customers
photographs of themselves anytime they
transact on their account via an ATM.

It is conceivable that such a development
would drive persons that commit ATM
fraud/ crime to ply their trade at other
channels of the bank, such as mobile and
personal computers. Hence, the banking
industry and its supporting industries
that incubate and produce technological
innovations for the banking industry,
must necessarily continue ongoing
research and development (R&D) to
ensure that security is at the core of their
investments and central to their value
proposition too.
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“Bank of the Future: What bank
customers want to experience by 2020”

Scenario 9: Banking technology is
sufficiently advanced and enables
banks to use biometric data (including
eye-scanning, voice recognition, etc.)
to authenticate IDs, before authorising
transactions.

This scenario tested for security, speed in
service, convenience, and simplicity.

Biometricsystemsare already widespread
in other areas of bank customers’ lives
— from smart phones to social media
accounts. This scenario attempts to find
out if customers would prefer that their
banks consider the use of biometrics to
deliver greater reliability and increased
ease of use of bank platforms.

Il High Priorty
B Medium Priorty

Low Priorty

54% of the survey respondents have
indicated that they are highly desirous of
this scenario. These survey respondents
described this scenario as of a high
priority for them. Another 30% answered
“medium priority” bringing the total
proportion of respondents placing a
premium on this situation to 84%.

The above-stated result reinforces the
message delivered through respondents’
appraisal of Scenario 6 discussed under
customers’ perspectives on channels.
That scenario also sought respondents’
feedback on bank channels deploying
biometrics to authenticate customer
identities and authorise transactions.
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. Yes, already meeting
this expectation

. No, but most likely to meet
expectations, at current rate

No, and unlikely to meet
expectations, at current rate

In comparison to Scenario 6, fewer (10%)
survey respondents noted that their
banks have already acquired the capacity
to provide such services or, indeed, are
already creating such a future for their
customers. In Scenario 6, 15% share that
view.

Another 56% of respondents are hopeful
that, at the current rate, banks are
most likely to meet this expectation
by 2020. Still, considering that almost
84% of survey respondents place such
a premium on this kind of future of
bank technological capability, it is
disappointing to note that a third of
survey respondents have the view that
their banks will not be in the position to
deliver this kind of technology for their
customers’ benefit by 2020.

To place within clear context, the features
that this scenario sought to test for rank
as the top four of the list of eight features
that contribute to shape customer
experiences.  Consequently,  banks
should pay this scenario some serious
attention as they continue to invest in
innovations that delight customers in the
relationships they maintain with their
banks.

Customers’ perspectives
on organisation

As we did for other areas covered in the
survey, we had presented the targeted
group with brief but clear descriptions
that sought to depict the future of the
organisation of banks. We had defined/
explained bank organisation to refer to
the various structural configurations
(partnerships,  collaborations, and
other forms of organic structures) and
communication methods banks may
adopt in their bids to survive or grow in
their chosen markets, and serve their
customers. Key benefits resulting from
introducing innovation into banks’
organisational models include affording
customers greater satisfaction through
enhanced product variety or design,
and offering them higher convenience
through one-stop shop “solution centres”.
Survey respondents were requested to
say how important these futures of bank
organisation models will be in ensuring
differentiated experiences and also give
an assessment of their banks’ state of
readiness for such futures.
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Scenario 10: Banks are in partnerships
with other financial service providers
(non-banks) e.g. insurance companies or
consumer goods companies to provide
more value added services to their
customers.

This scenario tested for convenience and
product variety.

Il High Priorty
B Medium Priorty

Low Priorty

Just fewer than two out of every three
respondents answered that this future
is of a “high priority” to them. A further
third of the sample noted that such a
future is of a “medium priority”. Some
respondents had explained that they
will expect to see better collaboration
between the banking and telecom
industries, as they believe that such
cooperation will enable the banks to
present the market with an enhanced
suite of products and services, e.g.
mobile money, for enhanced customer
experiences.

Many of such respondents were quick to
cite the example of M-PESA (in Kenya)
as a success story in the history of mobile
money and evidence of successful
collaboration between the banking and
telecom industries, and wondered why
that experience cannot be replicated in
Ghana.

We acknowledge that there are valid
concerns about existing legislation and/
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or regulations governing practices in
the two different industries that have
mainly been at the centre of the “mobile
money/ financial inclusion” debate, and
agree that the two regulators would need
to make haste slowly. That noted, we
emphasise that industries exist and thrive
on their ability to address consumers’
needs and wants. Regulations and
regulators are also created with the
protection of the interests of consumers
in mind, generally. Reflecting on the
responses by survey participants, we get
the view that the average bank customer
expects their bank to get into new forms
of partnerships that are historically
“non-conventional”, as they see such
structures as one sure way via which the
industry could easily create delightful
experiences for its consumers.

When asked to indicate their views on
whether banks would have created such
non-conventional  partnerships and
collaborations by 2020, it was pleasing
to learn that less than 10% of bank
customers surveyed believed that such
organisational/ structural arrangements
will not be commonplace in the industry.
Indeed, almost 50% feel that their banks
already operate using such structures.

B Yes. already meeting
this expectation

B No, but most likely to meet
expectations, at current rate

No, and unlikely to meet
expectations, at current rate

And by many measures, it is evident
that development of this future is well
under way, at least in some respects.
A rapidly emerging version of this
type of organisational mould features
collaborations between banks and
insurance companies. Quite recently,
we have seen a few universal banks
venture into the bancassurance space
through collaborations with insurance
companies. Examples include the
partnerships between SG Ghana Limited
and Allianz Insurance Company Limited,
Ecobank Ghana Limited. and Old Mutual,
and uniBank Ghana Limited and StarLife
Assurance Company Limited.

What has been relatively slower to evolve
is the kind of partnership that survey
respondents had noted they would
appreciate gets spawned between the
banking and telecom industries, i.e.
an organisational configuration that
supports the birth and development
of a mobile money sub-industry of
proportions similar to M-PESA. We
anticipate that, with Bank of Ghana’s
recent issuance of guidelines for issuers
of electronic money (e-money), we will
see the speed of evolution gradually gain
momentum.

Customers’ perspectives
on talent

We again asked customers to indicate
the importance of talent to them in
their banking lives, by reviewing various
scenarios we created to highlight the
different aspects of talent and how
each aspect contributes to the delivery
of banking services. More specifically,
the scenarios sought to project different
aspects of talent: deep technical
knowledge of bank products and services
and their potential fit with/ suitability
to customers’ needs; broad and general
knowledge and awareness of trending
topics in economics, politics, and
sustainability; familiarity on a personal
basis, aware of or retaining memory of
things of personal sentimental value;
and consciousness of the importance of
security in customers’ banking lives.
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In reviewing the different scenarios,
survey respondents recorded the level
of significance they attach to different
talent scenarios’ ability to deliver
differentiated banking experiences, and
also gave feedback on their perceptions
of banks’ current state of readiness or
preparations towards realising such
talent scenarios. We summarise the
anonymised results from customers’
responses here.

For context, we observe in summary
that survey respondents had rated talent
the least among the five elements that
constitute a bank’s operating model.
Additionally, survey participants had
identified familiarity as the factor or
attribute that contributes the least to
the creation of memorable banking
experiences for them.

Scenario 11: Bank personnel proactively
alert their customers of unusual activity
on customers’ accounts to ascertain
their awareness or knowledge.

B High Priorty
B Medium Priorty

Low Priorty

Three out of every four survey
respondents ticked this scenario off
as of a “high priority” to them. What
makes this particular result even more
remarkable is that, although respondents
rated talent to be the least important
among the five elements comprising
banks’ typical operating models relative
to the creation of good experiences,
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this is the scenario that got the highest
number of respondents agreeing that
it is of “highest priority” in creating
a differentiated banking experience.
Another 27% rated it to have “medium
priority” importance to them.

And this statement by respondents
resounded loudly with their choice of
security as their biggest concern in the
creation of memorable or satisfying
banking experiences; 73% of all
respondents had rated security as the
number one attribute contributing to
superior banking experiences, while
83% rated it first or second.

In light of the seeming inconsistency
in the feedback on this scenario,
we interpret it within the context of
customer expectations around how
banks should deploy their technology
to empower their personnel in order
to bring delightful and satisfying
experiences to their customers. And we
think that this hypothesis permeates
most of the feedback respondents gave
about bank talent.

Investing in  suitable technology
that allows real time collection of
data resulting from interactions at
different touch points of the bank,
and which facilitates the transmission
of “interesting” information to bank
personnel for their interpretation and
action, or directly to customers, is of
utmost importance. A good business
intelligence software of appropriate
scale with tailored dashboards, if
implemented properly enterprise-wide,
can harvest pre-determined data from
specified touch points, and process
these into intelligent information, which
well-trained bank staff can interpret in
a manner that will produce the “wow”
experience for customers.

In giving their assessment of banks’
state of readiness or preparation toward
their staff giving the average bank
customer such desirable experiences of
a secure banking relationship, it is good
to observe that, based on their outside-
in view, nine out of ten respondents

commented that bank personnel already
do this meaningfully or banks are clearly
taking measures to give their personnel
that ability and should fully be in a
position to do so by 2020.

. Yes, already meeting
this expectation

. No, but most likely to meet
expectations, at current rate

No, and unlikely to meet
expectations, at current rate

In these times when SMS and email
alerts of bank transactions are fairly
commonplace in the industry, and the
occasional call by bank staff to their
customers to ascertain their awareness
of some over-the-counter cheque or
cash withdrawals, it is not surprising to
have this high proportion of respondents
having this opinion about industry
readiness.

In our view, the medium-term objective
for banks, probably, should be how to
build a lot more intelligence into the
capacity of their technology for it to
be able to decipher what “unusual” or
“suspicious” activity is and report such
exclusively, using the familiar tools and
channels customers are comfortable
with or have confidence in. This type
of reporting, designed to focus on the
non-routine, could perhaps save banks
some airtime costs associated with
the automatic alerts that their current
technologies are configured to produce
on customer account activities.
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Scenario 12: Customer-facing personnel
of banks are able to correctly anticipate
the banking needs of customers and
suggest agreeable and satisfying ways
to address such needs.

Il High Priorty
B Medium Priorty

Low Priorty

By count of the proportion of survey
respondents that agree that a specific
scenario is of a “high priority” importance
to them in the future of their banking
lives, this scenario ranked among the
top five future scenarios of the highest
important to customers. The other four
are as follows:

* Bank staff are able to detect unusual
account activity and alert customers
on a timely basis. 76% of survey
respondents said this was high
priority — talent

* Mobile devices and other digital
channels are utilised more in
customer engagement rather than
B&M branches. 70% said this was
high priority — channels

* Banking technology is supportive of
transferring more control over their
banking to the customer. 68% said
this was high priority — technology

e Traditional branches should be
de-emphasised by banks’ as their
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principal arenas for business, and
other channels e.g. mobile devices
and non-conventional projected. 68%
said this was high priority — channels

This particular survey finding might be
a further reflection of the socio-cultural
disposition of the people that are likely
to constitute a significant proportion
of bank customers in the future,
underscoring their expectations of quick
service that is enabled by the presence of
relevant technical knowledge of banking
products and services among bank staff,
and is hinged to banks’ ability to use
large data intelligibly.

Customers were very positive in their
assessment of banks’ state of readiness
and preparation in respect of this
scenario, which is very heart-warming.
About 40% of survey respondents had
noted that their banks already meet
this scenario requirement while an
additional 50% stated that they were
confident that their banks were adopting
the right measures to empower their
staff to provide services in the manner
described in the scenario.

. Yes, already meeting
this expectation

B No, but most likely to meet
expectations, at current rate

No, and unlikely to meet
expectations, at current rate

This speaks very positively of banks,
as it suggests that they are already
successful in their talent development
efforts; that frontline staff know bank
products well enough and are able to
suggest alternative products available
to customers, given their respective
personal circumstances and needs.

We however envisage that the expectation
of customers will increasingly get
complex, as they become progressively
aware of the potential of large data
and begin to expect that banks will, by
default, employ large data and analytics
to know their customers a lot more
intimately, and to be able to provide
even more value-added service with
seemingly less effort.
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Banks’ preparations towards 2020

As part of the survey, we also had interviews with some bank
senior executives to learn from them the key initiatives they
are planning or executing to ensure their banks remain or
grow into a winning position in an industry that we believe will
experience further increases in competition, either from within
itself or from disruptors emerging from other industries. From
these interviews, we have gleaned a few major areas that banks
generally seem to be focussing on and we have summarised
these here.

Highlights of some key bank initiatives
around products and services

In an industry that has just come out of one year of stiff
competition posed by non-conventional sources (specifically
from S&Ls and MFIs), and in which the cost of funds
remains relatively high, driven up by significant borrowing
by government, banks have been forced to think a lot harder
about product and service innovation. Banks now feel even
more pressure to court customers, using credit and deposit
products that resonate better with their present and emergent
socio-cultural aspirations as well as circumstantial needs,
while avoiding driving up their costs undesirably.

Banks have a fair amount of liquidity on their books and
are willing to lend, but loan interests have been high, and,
therefore, demand has been relatively weaker. Thus, for many
of the banks who assert that they have made progress in new
product development, they emphasise that the keyword or key
phrase has been convenience for the customer.

Even so, many banks acknowledge that the industry has been
relatively slow to innovate around products, probably done
better in the area of services. They admit that the high interest
rate environment tends to stifle innovation and ingenuity,
as it dampens demand for credit too. Some of them concede
that what has happened in the industry is generally more of
a repackaging of existing products, often spiced up with a
few design features that target a specific lifestyle need of
the customer (e.g. solar power solutions, or consumer goods
financing), and marketed in a way that highlights some
enhanced service qualities that provides the customer with
more convenience (e.g. shorter turnaround times).

There are also the “new” products mentioned by a fair number
of banks that target much younger persons and purport to
engender a savings culture among Ghanaians at very young
ages. Some banks explain that such products such as trust
accounts will, over time, afford them access to relatively
cheaper deposits with longer, more predictable tenures, and
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along with such stability, a deeper inventive culture is expected
to be stimulated.

Nonetheless, it is important to note that, some banks have
introduced or are in the process of introducing some real
innovations into the industry’s products and services space. We
have highlighted a few below:

* A few banks have begun to introduce bancassurance
products through forging some collaboration with insurance
companies

* Mobile banking along with other forms of electronic
banking, including the establishment of digital financial
centres equipped with modern communication gadgetry,
including self-service kiosks/ booths, and facilities for video
chats with personal bankers, etc.

* Mobile money remains an area that so much innovation
potential exists, but has so far been held back as the debate
regarding a suitable legislative and regulatory environment
progresses. A few banks have taken the plunge and have in
some instances assumed “agent” status, providing customer
sign-on services for selected mobile network operators
(MNOs), and presenting channels for mobile wallet funding

e Deposit-taking ATMs, ATMs that support card-less
transactions, and the “automated” forex bureau are all new
product additions in the market place positioned to provide
the bank customer with desired convenience, hopefully,
resulting in an enhanced experience

* SMS alerts have become commonplace, such that its
ingenuity is being taken for granted.

Highlights of some key bank initiatives
around channels

From the general perspective of bank senior executives
that interviewed with us, the industry is doing well in the
transformation of its channels. They pointed to a number of
initiatives that the industry has recently embarked on that are
aimed at increasing the profile of electronic channels in the
industry’s service reach and distribution footprint.

However, considered within the context of the aspirations and
expectations of the future retail bank customer, we are of the
view that the industry has just about started on the spectrum
of innovations required to transform the industry’s channel
strategy in the manner envisaged by the market. That noted,
there are some significant differences in the progress that
individual banks have made. What we observe generally is that

2015 Ghana Banking Survey 24



banks’ earlier introduction of electronic banking were targeted
at corporate customers and have not been mobile friendly. Such
electronic channels enabled corporate customers to, initially,
have non-transactional viewer access to their accounts and
used that to support “offline” treasury and cash management
decisions. Then, further developments in technology enabled
transactional functionality, but still with a focus on corporate
customers.

But more rapidly than ever before, the industry is witnessing a
rapid rise in mobile as a popular channel for delivery of retail
banking services. Previously (and still very much a dominant
service in the industry), mobile was principally used to alert,
especially retail customers of account activity, both deposits
and withdrawals. Now, some banks have made it possible for
their customers to conduct some transactional-based banking
business from their mobile devices. For example, some banks
have enabled their customers to move funds in between their
accounts with them, or transfer funds into another account
located with a different bank, facilitated by the Automatic
Clearinghouse (ACH) system of the Central Bank. This they can
comfortably and conveniently do at home, at work, or on the
go, using their mobile devices.

In a few instances, some banks have collaborated with Mobile
Network Operators (MNOs) and are providing mobile money
services, using the mobile phone as a channel. Going into
the medium-term, this service in particular is poised to grow
significantly with the recent issuance of a directive by the
regulator giving some clarity around the permitted business
models for provision of mobile money services.

Some banks also drew attention to the “intelligent” ATMs
they have introduced to collect as well as dispense cash to the
banking public. That noted, most ATMs have also been turned
into luminous screens where customers can do more than just
check their account balances and/or withdraw cash. At ATMs,
customers can pay bills, top up airtime, and perform some card-
less banking activity such as cash out of mobile money wallets.
In collaboration with GhIPSS, some banks have begun piloting
ATMs that have the capability for biometric identification and
authentication of users and transactions, respectively.

A few banks also mentioned programmes to introduce some
well-known international card services providers, including
Visa and MasterCard, which will help to extend their service
reach, as holders would have access to a much wider network
of ATMs and Point of Sale (POS) terminals.

All the above noted, it is also worthwhile to record that banks

still have major plans that include B&M branches playing a
major role in their market penetration strategies.
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Highlights of some key bank initiatives
around technology

Closely linked to banks’ initiatives around channels, some of
the senior bank executives we interacted with noted that their
focus has been on introducing mobile-friendly technology into
their technological assets to facilitate their channel strategy.
They explained that they were in the process of upgrading and
standardising systems across their organisations to be able
to support the channels they would be supporting for retail
banking experiences, in particular.

Some banks noted plans for streamlining and automating some
processes enterprise-wide to enhance work efficiency, across
the front, middle, and back offices of the bank. Others also
noted that key objectives for their technological initiatives are
improved turnaround times (TATs) with respect to customer
transactions, enhanced security for customers too, and
enhanced availability and effectiveness of help desk functions/
services.

Banks are also implementing or planning to implement robust
technologies to boost operations at bank branches, which is
where some banks believe will continue to serve as their major
customer acquisition and service centres. Additionally, some
bank executives noted a multitude of initiatives around risk
management and branch operations, which hopefully would
provide some comfort to the future bank customer that the new
developments in bank technology will address their prioritised
needs.

Highlights of some key bank initiatives
around organisation

A few of the banks that engaged with us were quite enthusiastic
about the initiatives that they plan, and in some cases, have
begun to implement around organisation, but pointed out
that the pace of developments would generally be slower, as
such organisational initiatives will have to be compliant with
existing legislation and regulations applicable to the banking
industry. Still, a good number of bank executives were certain
that legislation and regulation will evolve fairly rapidly to
create the room for the sort of innovative collaboration and
partnerships that are needed to create and introduce some
of the delightful products and services that customers so
obviously wish for. The case of mobile money services was cited
by many bankers who said that once there was clarity around
the organisational model that is preferred or permitted by the
regulator, the industry is likely to witness a frenetic wave of
partnerships between banks and MNOs, as banks (and telecom
companies too) jostle each other for competitive positions.
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Banks also mentioned the recent partnerships that are being
forged with some major life and non-life insurance companies.
They are sure that this is an area that is only just starting,
and that the industry is very likely — in the lead up to 2020
— to witness some more of such partnerships with different
innovative versions evolving, this being the case especially as
greater convergence is expected over time between the banking,
telecoms, insurance, and retail industries. Bankers trust that
the Regulator will respond to the needs and expectations of the
banking public and develop legislation to pave way for these
developments, as have happened in other jurisdictions.

Organisational arrangements/ developments involving Savings
and Loans companies (including acquisitions) that have led
banks to venture into territories that they were, hitherto,
wary of are among the significant occurrences in the bank
organisation arena. Such strategic moves by banks, more of
which are most likely between now and 2020, are helping to
extend the footprints of banks into markets with very different
income, cash flow, and savings profiles and benefits, but which
carry within them a great potential to contribute to general
economic development, with effective financial inclusion.
Indeed, customers expect banks to drive the agenda of financial
inclusion more forcefully through the adoption of appropriate
organisational models.

The specifickind of collaborations that customers have indicated
as wanting to see between banks and retail stores and the
associated services that they will enable have not materialised
yet. Nonetheless, some bankers pointed to the establishment of
temporary implants at malls, especially on days when footfalls
at the malls are expected to be very high. While many banks
have branches located at or inside the different malls that have
been built in the bigger cities, these are no different from their
other B&M branches. Still their proximity to malls makes them
convenient for customers who can then combine their banking
and shopping more conveniently.

Many banks also pointed to the changes they have made to
their websites to give a more “social media friendly look”
and increase appeal as a customer engagement touch point.
They acknowledge that they can do a lot more and have plans
in the pipeline to use their websites in a lot more interactive
way to delight their customers and offer them a differentiated
experience.

In the midst of all of these, we trust that innovation in bank
organisation will happen soon, as disruptors enter the industry
and force the Regulator to make changes to existing laws and
rules to accommodate the value that these new entrants would
offer to the average consumer of banking and financial services.
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Highlights of some key bank initiatives
around talent

Banks generally agree that talent will make a big difference to
the success of the execution of their strategies, and are wasting
no time in building a workforce that is suitably educated
in the technical discipline of banking, informed, equipped,
connected, and sufficiently motivated to perform and delight
bank customers. Consequently, most banks that spoke with us
and shared their experiences and plans with us remarked that
they have considered and/or implemented initiatives around
the following areas: talent development; performance and
reward; and diversity.

Talent development: Banks generally are making investments
into their talent pool, encouraging them to acquire new
knowledge, new qualifications, and new skills. They also
support them to build new attitudes that they hold the view
will reinforce their own internal values that in turn will
enable them to win with customers in the market place. The
approaches being used in the industry differ by as many
banks in the industry. More commonplace talent development
initiatives include sponsorship to business school for post
graduate courses; carefully selected short-term training
programmes designed to rapidly expose bank personnel to
crucial skills in identified areas of need, including soft skills;
and the establishment of academies, where banks cause
specific curricula to be developed and taught to persons they
identify for various career paths within their organisations. For
banks that have regional and/or international linkages, they
also have mobility programmes that enable selected resources
to spend time in different jurisdictions and get exposed to
different environments, cultures, practices, etc. with the aim
of getting returning resources to enrich learning in the Ghana
operations .

Performance and reward: already, banks hold the view
that staff costs contribute significantly to their high cost-
income ratios (CIR). The industry’s CIR averaged 0.49 in 2013
compared to 0.55 in 2014, and workforce related costs for both
2013 and 2014 approximated about a quarter of total operating
expenses. Still, theyrecognise that good talentis not in sufficient
numbers at present, with the industry continuing to face a
deficit in the medium term, until sufficient innovations around
technology, channels, products and services, etc. lead banks
to use different operating models in serving their markets —
models that will emphasise requirements for different types of
skills and, probably, fewer resources on permanent payroll.

In the short and medium terms, therefore, banks are focussing

on how to optimise their expenditure on talent with a key
area being to develop a clearer and more visible link between
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corporate and business unit targets and performance, individual
targets and performance, and reward. Some banks noted that
these initiatives, in some cases, have introduced some cultural
shock and resistance, but these are internal challenges that are
expected and must be dealt with to achieve long term benefits.
Key areas of interests have included how to incorporate less
quantitative metrics, such as customer satisfaction, along
with the more traditional, quantitative metrics of deposit
growth or reduction in cost of funds, and evaluate personnel’s
performance against these. All the banks that spoke to us about
these initiatives are determined to crack the code.

Diversity: Banks are recognising the need to implement
a deliberate “diversity and inclusiveness” agenda to be a
competitive employer of choice. This means having a deliberate
focus on the needs of different minorities at the workplace.
This is an area where initiatives are generally at formative
stages with a lot of advancement expected as concerns around
diversity and inclusiveness gain even greater momentum
globally. For some of the banks that described the mobility
programmes they have for talent development, they explained
that diversity is a key basis for selecting talent to benefit from
the mobility programme.

Our general observation, in listening to bank senior executives
talk about their initiatives around talent, is that there seems to
be very little collaboration between the banking industry on
one hand, and the education sector as well as other industries
comprising the financial services ecosystem on the other hand,
that is aimed at creating and honing new skills to catalyse
the kind of creative mindsets that lead to the production of
innovative solutions that, in turn, will drive the transformations
in products and services consumers of banking and financial
services expect.

There is talk — and some evidence — of collaboration between
the banking industry and academia, as both stakeholders seek
to bridge the gap in the knowledge and skills of graduates of
tertiary institutions entering the workforce. This collaboration
with academia is good and must, in fact be enhanced over
time. Still, it is critical that the banking industry drives the
establishment of appropriate platforms in which the telecoms
industry, payment services companies, and even retail
participate to co-create solutions that delight the average

consumer of services and in which all stakeholders win.
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Our point of view

Preparing to deliver the future to the
next generation of bank customers

Without doubt, this survey has uncovered some very interesting
perspectives about what the average bank customer in Ghana
wants to experience in their daily, routine interaction with
their banks. The remarkable thing about the findings from
this survey is that these desires are not very different from
the customer aspirations driving changes in more developed
markets/ industries. We believe that banks operating in
Ghana - even those rated by survey respondents as not likely
to meet expectations by 2020 — would find it beneficial to
pause and think deeply about the various viewpoints that have
been shared in this report. While 2020 is a fair time frame
for medium-term planning, we urge that banks go to work
immediately, to try and create the business and operating
models that can deliver the type of future expected by the next
generation of bank customers.

To conclude, we have shared some very brief points about
what banks could do with each of the five components of the
operating models discussed in this report so they can deliver
the great banking experiences that customers so obviously
desire. In our view, banks would derive optimum benefits, if
they approached implementing the required changes to their
business models in a holistic way. This does not necessarily
need be in a “big bang” way. What is important is to have a
strategy that incorporates all elements and execute in phased,
but disciplined manner.

Products and services

Banks should accept that the changes that have begun in
the demographic and socio-economic profile of the banking
population in Ghana will continue even beyond the medium
term. The banking population, generally, is likely to get
relatively younger. A section of this population might be
better world-exposed through better education and greater
exposure to Internet content, more urbane, employed with
well-established multinational and local businesses and
earning regular decent incomes, less loyal, etc. Another section
might not be as well-educated, but might be entrepreneurial
and earning equally good incomes, although probably not
with the same pattern of regularity. Across the entire banking
(and bankable) population, however, there might be a high
level of mobile device familiarity and addition, with different
segments using different types of social media platforms, but
with usage frequency being very high across different sections
of the banking population, nevertheless.

Segmented differently, the banking (or bankable) population
would comprise both a sizable middle-income class and a
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Base of Pyramid (BOP) group, with the latter collectively
commanding a significant amount of resources that should
interest the banking industry, and both these populations are
more likely to be found residing in cities, in well planned/
developed spaces, as well as in poorly planned developments.
Marked differences in family structures will emerge and/or
continue to evolve, and these pose very different needs for
banking and payment services.

We believe that all the banks are aware of the different
segments they could slice their (potential) markets into. What
we encourage banks to do, heading into the medium term, is
to determine what section of the value spectrum of banking
service delivery they have chosen to play in as aligned to their
broader medium-term corporate strategy. Clarity in this choice
will help bank to determine what segment(s) of the market
they should be aiming to pitch their tents and what customer
types they should be targeting.

Undertaking deeper, more focused studies of these customer
types to understand their (current and emergent) needs,
contextualising such studies within the general findings
reported from this study will help banks to distil further what
product and service varieties could be introduced and what
forms of loyalty programmes can be designed. Banks will have
to mine the big data that is generated from their customers’
interactions with their touch points, analyse this data and look
for patterns.

It is when they identify patterns that they can explore further
to come up value propositions that will catch the attention they
seek and lead to value creation for them.

Channels

Judging from the survey results, it would seem that the bank
customer, in future, generally wants to be presented with a
variety of channel choices from where they can conduct their
banking business at their own pace. A key highlight of the
survey is that mobile is increasingly receiving attention, from
the perspective of both the customer and the bank, as a major
component of banks’ distribution network. Consequently,
the question of “branch or mobile” should be looked at very
carefully to avoid hasty decisions.

Indeed, though branches are generally regarded as belonging
to the “higher cost end” of the spectrum of banks’ alternative
channels, it remains a fact that branches will continue to play
arole in banks’ business models — serve as a point for customer
acquisition, provide an avenue for deposits and withdrawals,
physically project the brand of the bank, present a “familiar,
friendly face” to customers, etc. However, it is also a fact that
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the role of the branch is changing (or set to change in the
future) and banks should review how they re-position branches
in their overall service distribution strategy.

As with products and services, banks will have to consider
their distribution strategy within their broader medium-term
corporate strategy. Having clarity around where the bank
wants to go, which market segment to play in, etc. will help
it crystallise properly what decisions it would take about its
channels. That said, the fact that customers want an integrated
and connected channel network should not be lost on banks
and they should begin to give thought to the innovations and
investment to make such a network reality.

Technology

It is not just by happenstance that both bank customers and
bankers agree on the importance of technology in the creation
of a differentiated banking experience. All of the bank senior
executives that we interviewed were emphatic that technology
counted among the top three of the seven factors that were
expected to drive future transformation in the banking industry.
Customer perspectives survey participants also ranked
technology as the leading component of banks’ business and
operating models that were expected to contribute in a most
fundamental way in creating memorable banking experiences.
Furthermore, survey respondents rated security, convenience,
speed in service, and simplicity high among the eight attributes
that had been identified to influence the quality of banking
experiences. These are attributes that can easily be moulded by
the nature of technology that is deployed. Also of importance
is the suggestion that the future bank customer desires an
experience enabled by mobile, integration, and connectedness.

So what should banks do? We think banks have already begun
on the right initiatives. Generally, Internet banking (via PC) is a
standard service in the industry. Additionally, mobile banking
has been significantly advanced in the industry, with many of
the players offering not only “view only access functionality”
via mobile devices, but also transactional capability.

The next stage in the technological advancement process
should be integration across all bank channels, as well as across
the breadth of the enterprise, i.e. the front office, middle office,
and back office of the bank. Banks should consider how they
would use cloud technology, while assuring customers of their
greatest need — security. Banks should also reflect on plans for
connectedness and interoperability with other industries that
also occupy centre stage in bank customers’ lives. Of course, we
acknowledge that, in some cases, banks would have to study
what existing legislation and regulations allow them to do and
what they are prohibited from doing, but we trust that there
exists considerable opportunity for banks to innovate

PwC

When evaluating alternative technologies, banks must
necessarily take into consideration a raft of factors. These
would include, among others, security, digital, scalability,
integration, interoperability, cloud-ability, social, mobile,
supporting of big data analytics, stability/uptime, etc. The
exercise of putting together the appropriate technology strategy
and implementing it could be very exacting and debilitating
on bank executives’ focus on the market, making it of value
to consider the use of specialist technology consulting service
providers to squeeze optimum benefits from the process.

Organisation

Survey respondents identified bank organisation models
as the second most important element of banks’ business
and operating models — after technology - that contribute
to the shaping of remarkable experiences. For the customer
perspectives survey, we had explained to respondents that
“organisation” referred to the various structural configurations
(partnerships, collaborations, and other forms of organic
structures) and communication methods banks adopt in their
bids to survive or grow in their chosen markets, and serve their
customers. The customer experience-shaping factors that can
be most influenced by bank organisations include convenience
and product variety.

The options available to banks for transforming their
organisations to extend their product and service reach and
achieve accelerated market penetration and/or financial
inclusion range from mergers and acquisitions (M&A)
through some innovative partnerships with other enterprises
across different industries, to relatively straightforward
business collaborations. We have seen different versions of
these options at play in the market, include M&A to achieve
vertical integration and assist banks to reach into markets that
are considered desirable, but out of immediate reach to the
traditional models used by universal banks. Similarly, we have
seen collaborations across more closely related industries,
e.g. between banks and insurance companies to provide
bancassurance.

Going into the medium-term, we will encourage banks to
assess if the market will reward more innovations entailing
collaborations with other enterprises in other industries. In
particular, we are of the view that there exist potential benefits
that banks could derive from very creative “go-to-market”
collaborations with telecom companies (especially MNOs).
We recognise that due consideration should be given to the
existing regulatory framework and we expect that this will also
evolve in response to what leads are given by the market, i.e.
through customer preferences.
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“Bank of the Future: What bank
customers want to experience by 2020”

When considering such organisational collaboration strategies,
itisimportant that there is a fit between the values and ethics of
the collaborating organisations. Robust logical reasoning and
numerical analysis are important to be able to wade through
the many “what if” scenarios that could impact the workability
and mutual economic/ commercial benefits of alternative
organisational models, and once again, we will encourage
banks to work with their professional service providers to be
able to extract the most value from the process and from their
spend.

In the long term, we hope that the banking industry will adopt
those organisational configurations that will also engender
and promote financial inclusion.

Talent

The retail bank customer of the future has spoken. With
regard to bank talent, retail banking customers are not so
much interested in having bank staff develop “personable”
relationships with them. This requirement, nevertheless, may
remain important for success with HNIs and business banking
customers, and banks that pitch their tents in these fields must
not lose sight of the talent requirements of customers in these
market segments.

However, for retail banking, the survey findings suggest that
the future bank customer expects bank personnel to serve
as perfect complements to the other components of banks’
business and operating models. More specifically, banks are
required to have staff that are able to use the different tools
at their disposal to provide customers with memorable,
differentiated experiences. In essence, when customers make
contact with bank staff — through voice calls to manned call
centres/ hotlines, posts in chat rooms, personal visits or voice
calls to branches, email messages sent to “contact us” email
addresses, etc. — they expect to receive prompt attention and
provided with clear answers to their enquiries, and within the
shortest time as possible.

In this setting, it is not enough for banks to provide their staff
with “technical” training on just their products and services.
Neither is knowledge of the duration of internal processes
and procedures related to selected customers’ applications
sufficient.

Personnel working at different points of banks’ value creation
and service delivery stage must have appropriate access
to, understand, and be able to interpret patterns generated
from analysed large data that is produced from customers’
interactions with banks’ multiple channels, and these
personnel should be able to use the knowledge buried in such
patterns to respond to customers’ enquiries as well as guide

them towards products, services, or channels that are aligned
to their demographic and socio-cultural needs and could
potentially create delightful experiences for them.

Some banks have already started on this type of journey
of talent development. We encourage more players in the
industry to consider some of these suggestions, alongside other
initiatives that are developed for the transformation of other
dimensions or components of banks operating models.

Conclusion

In conclusion, we stress that the commitment
of bank senior management teams and Boards
will have the biggest influence in the speed with
which banks reach decisions on what strategic
initiatives they must necessarily consider and/or
implement to adequately position themselves as
the Bank of the Future, in the mould that has
been prescribed through the survey responses.

Without doubt, legislation and regulation will
have a role to play in the pace of transformation
that will be seen in the industry, but it will not
stop the forces of change per se, in the medium-
to-long term.

In our view, banks, generally, have three choices:
be a shaper of the future; be a fast follower; or
be a defensive manager. Staying the same is not
an option, as change within the market place
occasioned by the rapid convergence of many
factors will leave any player that resists these
changes at a competitive disadvantage.
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Ghana’s GDP growth of 4% in 2014 was one of the highest in West Africa and
exceeded the 2014 global forecast of 3.3%.

To give context to the 2015 Banking
Survey, we have relied on and
reproduced here, secondary data from
the World Bank, Government mid-year
review of the 2015 budget, Sub-Saharan
African and the Ghanaian economies as
referenced below.

The world economy

Weaker-than-expected global activities
in the first half of 2014 resulted in
a revision of the forecast for world
economic growth. The IMF revised its
forecast for the world economy by 0.4%
from 3.7% to 3.3%. Short term downside
risks such as increased geopolitical
tensions and medium term risks such
as expected stagnation in the growth of
advanced economies and decline in the
potential growth in emerging markets
also contributed to the revision.

The world’s economic growth in 2014
turned out to be even lower than
forecast at an estimated 2.6%, with
most emerging and frontier markets
falling short of expectations. The global
economy is projected to expand by a
moderate 3% in 2015, and maintain this
trend with an average of 3.3% growth
in 2016 and 2017. During this period
high income countries are expected to
experience growth averaging 2.2% from
1.8% in 2014. Growth in developing
countries is expected to accelerate from
4.4% in 2014 to 4.8% in 2015, and to
5.4% by 2017.

Overall, however, forecasts continue
to be downgraded as global recovery
remains at a slow pace and with
continued uncertainties.?

Sub-Saharan Africa

Growth in Sub-Saharan Africa showed
an improvement for the second year

running. The region’s economic growth
of 4.5% was in line with its average
annual growth rate of 4.4% over the past
decade. The growth in 2015 is however
expected to fall due to downside risks

stemming from both external and
domestic factors.
The region is exposed to falling

commodity prices shocks which have
been led by oil since June 2014 and
been a contributory factor to weakening
terms of trade. As a net exporter of
commodities the slowdown in growth
of economies such as China could drive
down commodity prices even further.
Also, recent episodes of capital market
volatility suggest that countries with
large macroeconomic imbalances will
face strong downward pressure on
exchange rates. These factors pose
an increased risk of inflation to most
countries in the sub-region.

The rise of new conflicts in areas of
the region poses security risks, and
the potential for disease epidemics
remains a major concern for the most
affected countries, the sub-region and
foreign investors as well. These result
in the contraction of activities such as
agriculture and mining which the sub-
region heavily relies on.

The current trend in global economic
conditions provides the impetus for
economies in the region to diversify
away from commodities and oil, and
improve their ability to respond with
flexibility to deteriorating conditions in
the developed world, which remains a
significant consumer of African exports.

In the short term, economies that are
better-diversified and especially net oil
importers, may even gain from the global
economic downturn.?

2 http://www.worldbank.org/en/news/press-release/2015/01/13/global-economic-prospects-improve-2015-divergent-trends-pose-downside-risks
3 http://www.worldbank.org/en/country/ghana/overview
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Ghana’s macroeconomic
performance

Ghana’s GDP growth of 4% in 2014 was
one of the highest in West Africa and
exceeded the 2014 global forecast of
3.3%, by 0.7%. The expansion of the
economy was however discernibly lower
than the earlier estimate of 4.2% for the
country and signified a sharp decline in
economic activity compared to the 2013
growth of 7.3%. The non-attainment of
the 2014 growth target was on account
of a decline in growth in all sectors of the
economy relative to the projected sectoral
growth targets. Also, gas supply volatility
from Nigeria and rising inflation due
to price adjustments in petroleum and
utilities contributed to the slowdown
in economic activity. The cumulative
depreciation for 2014 was 31.2% against
the dollar compared with 14.5% in 2013.
The falling value of the Ghana Cedi has
generally continued to date in 2015,
with the Ghana Cedi depreciating by a
further 26.1% against the dollar between
January 2015 and June 2015.*

Both revenue and expenditure were
below their respective targets for the
2014. With the shortfall in revenue
exceeding that of expenditure, the
resulting cash fiscal deficit was
equivalent to 10.2 % of GDP against the
revised target of 8.8 %.

The deficit was financed mainly from
foreign sources, with total foreign
financing amounting to GHS5.9 billion
(5.2 % of GDP), including GHS3.2 billion
from the USD1 billion Eurobond issued
in September 2014.

Ghana’s total public debt stock as at
December 2014 stood at GHS79.7 billion
(70.2% of GDP), representing an increase

of 52.8% from the end of 2013 stock of
GHS52.1 billion. Out of this, external
debt was GHS44.6 billion and domestic
debt was GHS35.0 billion, representing
56% and 44% of the debt stock,
respectively. In dollar terms, the debt
stock was USD24.8 billion, representing
an increase of 3.3% from the end of
2013 stock of USD24 billion. Out of
this, external debt was USD13.9 billion
and domestic debt was USD10.9 billion.
The increase in the total debt stock was
largely on account of high domestic net
issuance, the USD1 billion Eurobond
issue, net disbursement of externally
financed infrastructure projects and the
depreciation of the local currency.

As at May 2015, Ghana’s total public debt
stock stood at GHS89.5 billion (67.1%
of GDP). This high level of borrowing
has huge implications for the economy
not only in terms of crowding out local
investorswithregardstothehighdomestic
borrowings, but also Government’s
ability to pay for its securities bought
by many commercial banks and which
are forming an increasing proportion
of the earning assets of the commercial
banks due to the attractive returns on
these securities. The traditional core
banking activity of lending only becomes
a second investment option to many
commercial banks after looking at what
these government securities are paying
as returns.

Sectoral growth and
contribution to GDP

The services sector recorded the highest
growth of 5.6% in 2014 compared to 10%
in 2013. The agriculture sector recorded
a growth of 4.6% in 2014 compared
with 5.2% in 2013. The industry sector

4 Mid-Year Review of the 2015 Budget of the Republic of Ghana
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recorded its lowest growth since 2007 of
5.7%, down from 6.6% in 2013.

Services sector

The services sector experienced a slight
decrease in its share of GDP from 49.8%
in 2013 to 49.6% in 2014. The sector
grew by 5.7% compared to 9.6% in 2013.
The growth forecast for 2014 was 7.2%.

In 2013 the information and
communications, hotels and restaurants,
financial and insurance services and
health and social services sub-sectors
accounted for over 60% of the growth
experienced in the services sector. The
financial and insurance sub-sector and
the information and communication sub-
sector recorded growth rates of 38.4%
and 22.9% respectively in 2014 (2013:
24.7% and 23.2% respectively). The
underperformance of the services sector
in 2014 came mainly from contractions
of hotels and restaurants (1.2%), public
administration, defence and social
activities (6.3%), and health and social
work (1.7%).

Industry sector

The consistent increase in the share of
the industry sector in GDP from 2011
continued in 2014, growing from 27.8%
in 2013 to 28.4%. The slowdown in
growth in the industry sector estimated
at 5.7% in 2014 down from 6.6% in 2013
was on account of weak performances
by the mining and quarrying sub-sector.
Upstream petroleum activity grew by
18.2% in 2014, compared to 18% in
2013. The construction sub-sector,
however, registered a growth of 12.8% in
2014 (2013: 8.6%), with the water and
sewerage sub-sector recording a marginal
growth of 0.1% in 2014 (2013: declined
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The Central Bank’s monetary policy rate was increased from 16% in December
2013 to 18% in February 2014.

by 1.4%). Poor commodity prices
leading to forced reduction in output
and workforce and labour agitations
and unrest may have contributed to
lower than expected performance of the
industry sector.

Agriculture sector

The agriculture sector continued to
experience a declining share of GDP,
having reduced from 31.8% in 2009 to
22.4% in 2013 and recording a marginal
decrease to 22% in 2014 although the
sector experienced 4.6% growth in 2014
compared to 5.7% in 2013.

The performance of the sector was
mainly attributable to the contraction
of the forestry and logging sub-sector
which grew by 3.1% in 2014 compared to
4.6% in 2013 and the fishing sub-sector
for the first time since 2011 declined by
5.7% in 2014 compared to a growth rate
of 5.7% in 2013 due to declines in both
the volume and value of catch in 2014.

The crops, livestock, forestry and logging
sub- sectors recorded growth of 5.7%,
5.3% and 3.8% compared to 5.9%, 5.3%
and 5.8% respectively in 2013.

Although  the  crops  sub-sector
experienced a decline in growth
recording 5.7% compared to 5.9% in
2013, it accounted for 16.9% of GDP
and maintained its position as the single
largest activity in the economy.

The monetary sector

Money supply

2014 experienced increased year-on-year
growth in broad money (M2 +) of 36.8%,
which is significant compared to growth
of 19.1% in 2013.

The surge in the supply of broad money
for the year was largely driven by
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developments in the net domestic assets of the banking sector, on account of strong
growth in domestic credit particularly to the energy sector.

Reserve money also expanded by 30.1% in December 2014 compared to 15.1% in
the corresponding period last year. This increase in reserve money for the year was
facilitated by significant increases in the Ghana Cedi equivalent of the net foreign
assets of the Central Bank which resulted from currency depreciation experienced in
the year.

Interest rates

The Central Bank’s monetary policy rate was increased from 16% in December 2013
to 18% in February 2014. The rate was maintained for the four months February to
May 2014 and increased by 100 basis points to 19% in June 2014 and subsequently
increased to 21% in November 2014. The rate was increased to 22% in May 2015. The
increases were to help achieve the average lending and inflation rates set. Average
lending rate was 28.9% in 2014 compared to 25.6% in 2013. Average interest rates on
time deposits were 25.9% compared to 17.1% in 2013.

The year ended with an average interbank rate of 23.9% compared to 16.3% in 2013.

The average rate as at May 2015 was 23.8%. The various types of treasury bills also
recorded significant increases in their interest rates.

Yields on Government Securities
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Source: Bank of Ghana

Rates have been rounded to 2 decimal places

Exchange rates

Ghana’s Cedi fell sharply against major trading currencies during 2014. In the first
eight months of the year the Ghana Cedi depreciated by 31.9% against the US dollar
compared to 4.1% within the same period in 2013. Demand pressures for oil imports
amid inadequate foreign exchange supply on the market led to the depreciation of the
Ghana Cedi. The Ghana Cedi recovered about 19% of its value in September 2014,
however this recovery was not sustained. The cumulative depreciation for 2014 was
31.2% compared with 14.5% in 2013.
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The cumulative depreciation of the Ghana Cedi for 2014 was 31.2% compared

with 14.5% in 2013.

Forex rates
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Inflation

2014 ended with headline average inflation of 17% against a target of 9.5% compared
to 13.5% in 2013. The rise in inflation in 2014 reflected the sharp depreciation of the
Ghana Cedi, which pushed up domestic prices of fuel and, in effect, transport fares,
as well as resulted in increases in prices of imported food items. The pass-through
of utility price (tariff) adjustments also caused further worsening of the inflationary
pressures on the economy.

Although the 2014 inflation missed the target for the year, the main objective for
monetary policy in 2015 is to re-anchor inflation expectations. The Central Bank
has stated that it will continue to use its monetary policy rate to signal direction
and gradually ease inflation over the policy horizon and steer inflation towards the
medium term target of 8+2%.

Source: Ghana Statistical Service

Stock market developments

The Ghana Stock Exchange closed the year having traded 413,426 shares and with
composite index of 2,261.0 which, represents a 5.4% increase over 2013 close.
Comparatively, 2013 ended with 464,262 shares traded and composite index of
2,145.2 points, representing a 78% change over 2012 close. The bullish performance
of the exchange in 2013 was not repeated in 2014.

The slowdown in growth of shares traded and poor performance in the index in 2014
reflects the adverse impact of the sharp depreciation in the domestic currency coupled
with the relative attractiveness of yields on money market instruments, which could
be attributed mainly to a high appetite for domestic borrowing by Government.

Total market capitalisation of listed securities at the end of December 2014 was
GHS64.4 million compared to GHS61.2 million at the end of December 2013.

Conclusion

The adverse economic trends
of 2013 worsened in 2014 with
higher inflation, a Ghana Cedi
whose rapid depreciation only
slowed down in the last quarter
of the year but has resumed in
2015 and an increasing deficit to
GDP ratio, all made 2014 a more
challenging year compared to
2013.

The business of banking is
largely margin driven but the
continuing deterioration in
macroeconomic performance
indicators will no doubt affect
the industry’s performance.
The current power crisis has not
only increased the operational
costs of the industry but also has
necessitated the restructuring
of banks’ operations which
include personnel layoffs. To
help sustain the growth in the
banking sector, the industry will
require not only an improvement
but also a much more stability in
the macroeconomic indicators
to enable banks plan properly
and take long term decisions.
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Overview —

The banking industry

The banking landscape

The regulatory and legal framework
within which banks, non-bank financial
institutions as well as forex bureaux
operate in Ghana did not see any
significant change in 2014 even though
the Banking Act, 2004 (Act 673) as
amended by the Banking (Amendment)
Act, 2007 (Act 738) regulating the
operations of the commercial banks
is currently undergoing a review. The
review will lead to the issuance of a
new Act with some significant expected
changes in line with current bank
practices across the globe such as the
insurance deposit scheme.

Some other developments witnessed by
the industry in 2014 included:

e To enhance transparency in
monetary operations and improve
the transmission mechanism, the
regulator of the Ghanaian banking
industry recently merged the
monetary policy rate with the reverse
repo rate. The merger of the rate was
followed by the introduction of a
7-day reverse repo instrument in the
money market to offer more flexibility
in the liquidity management of banks.

* In order to improve liquidity in the
foreign exchange market, the Bank
of Ghana and the Ministry of Finance
have agreed to open the 2-year Note
to non-resident participation. The
modalities for this are currently being
worked on.

e United Bank for Africa announced
Abiola Bawuah as its new MD/
CEO. This makes her the banks first
appointment of a Ghanaian MD/
CEO and she is also the first female
MD/CEO of the pan-African financial
institution.

e 2014 saw the rebranding of banks
such as of Agricultural Development
Bank Limited(ADB) and Ghana
Commercial Bank (GCB) to better
appeal to and serve their customers.

» Ghana Commercial Bank Limited
(GCB) Limited rebranded to GCB
Bank Limited and changed its
corporate logo from a standing
to a soaring eagle. As part of the
rebrand, the bank will upgrade
its branches and expand its
network of branches in phases
for the next five years.

» ADB’s rebranding was a major
part of the implementation of
a rebranding and expansion
strategy to make the bank more
competitive.

* Following Merchant Bank’s
acquisition by Fortiz Equity Fund
Limited in 2013, the bank rebranded
to Universal Merchant Bank. The
rebranding formed part of the bank’s
strategy to reclaim its position as the
premier corporate bank and expand
into retail banking.

New entrants and
acquisitions

Despite the ailing economic environment
in 2014, banks continue to spend on
expansion and acquisition drives. The
new entrants and acquisitions in 2014
were:

* Fidelity Bank Ghana Limited acquired
a 100% stake in ProCredit Savings and
Loans Company Limited in September
2014. The merger consolidates Fidelity
Bank’s position as the 3rd largest bank
in terms of branch network with 80
branches, 300 agencies and over 100
ATMs. The integration of the two
financial institutions is expected to

be finalised by December 2015 and is
expected to yield dividends for both
Fidelity Bank and ProCredit’s clients
and staff as they come together to
support Ghana’s business community.
The acquisition was also aimed at
strengthening Fidelity Bank’s deposit
mobilisation efforts. The “new”
Fidelity Bank is now well positioned
to compete with the traditional
larger banks given its current branch
network and balance sheet size.

* First National Bank Limited, a leading
bank from South Africa also obtained
its universal Banking licence in April
2014 and started operations in Ghana.
This brings the total number of
commercial banks in Ghana operating
with a universal licence to twenty
nine.

e Following its 100% acquisition of
International Commercial Bank
Financial Group Holdings AG in 2013,
First Bank of Nigeria Limited officially
launched its operations in Ghana.
This makes the bank the largest
corporate and retail banking financial
institution in Africa (excluding South
Africa).

* GN Bank also acquired its universal
banking licence in September 2014.

e HFC Bank Ghana Limited is now a
subsidiary of Trinidad and Tobego,
following a successful Mandatory
Takeover Offer (MTO) to the
shareholders of HFC Bank Ghana
Limited.

Bank financing

High lending rates in Ghana have partly
pushed banks to seek for loans outside
the country for expansion and support
the growth of their earning assets.
Institutional depositors are becoming
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more sophisticated and demanding
returns not less than what is offered on
Government of Ghana bills. This, coupled
with the competition from the non-bank
financial institutions with regard to
mobilising cheap deposits, meant that
banks are now looking at other sources
of funds to increase the liability side of
their balance sheets to be able to create
the level of earning assets desired to
make the required returns to their
shareholders. Some of these “external”
funds sourced in 2014 included:

* Fidelity Bank Ghana Limited
embarked on several fund raising
ventures beyond the shores of Ghana.
In April 2014, the Bank attracted
an additional capital investment of
USD67.3 million. This deal provides
the bank additional capital to fund
its earning assets and be able to
underwrite larger transactions given
the increase in its balance sheet.

e Fidelity Bank Ghana Limited also
signed a USD3.9 million deal in
October 2014 with USAID under an
initiative that will see loan facilities
availed for private hospitals and
clinics accredited by the National
Health Insurance Authority (NHIA) or
those seeking NHIA accreditation.

* Guaranty Trust Bank Ghana Limited
signed a USD20 million loan facility
with Dutch Development Bank FMO
in September 2014. This facility allows
the bank to increase its lending to
borrowers and provide competitively-
priced dollar denominated facilities to
customers in the country.

* Access Bank Ghana Limited also
secured a USD40 million loan facility
from FMO/PROPARCO to support
lending to the private sector in
October 2014.

PwC

Transforming to a
cashless society

Cashisthe dominant paymentinstrument
in Ghana. Following the presentation
of the Strategic Payments Roadmap by
Standard Chartered Bank to the Bank of
Ghana in 2014, Bank of Ghana unveiled a
comprehensive strategic plan to enhance
payment systems in the country and
eventually, lead to a “cash-lite” economy.
There are many players with varied
interests and Government intends to
align the interests of these stakeholders
to support the realisation of goals of the
roadmap’s initiatives.

The Central Bank issued a directive
for all financial institutions to deploy
e-zwich POS terminals at all their
branches and agencies and issue cards to
every customer in order to increase POS
penetration. Commercial banks have
contracted with Visa and MasterCard to
provide POS solutions to their merchant
clients.

The Ghana Interbank Payment and
Settlement System also undertook
preliminary activities in launching an
Instant Payment Scheme which will
allow for immediate payments. Other
recommendations of the Strategic
Payments Roadmap were for the
creation of an effective regulation and
penalties regime for non-compliance
with any payment directives and a more
harmonious relationship between the
National Communications Authority and
the Bank of Ghana with respect to the
mobile money agenda.

The volume of E-zwich transactions fell
from 814,441 in 2013 to 625,167 in 2014.
The total value of transactions however
increased by 25.5% from GHS218
million to GHS272 million. The total
number of mobile phone subscribers for
mobile money transactions increased
from 20.3 million in 2013 to 21.2 million
in 2014. The total volume of mobile
money transactions surged by 190%
from 36,796,146 transactions in 2013
to 106,431,007 transactions in 2014
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with values of GHS2.4 million and GHS
11.6 billion, respectively. These trends
are indicative of the promise of Ghana’s
progress to becoming a cash-lite society.

Source: Bank of Ghana & National
Communications Authority

Monetary policy rates

2014 started with a Bank of Ghana
policy rate of 16% and ended with 21%.
Over the year, monetary policy rate was
increased to help control the effects of the
depreciating Ghana Cedi and inflation
on the economy. The revised base rate
regime which became operational in July
2013 and took into account banks’ cost
of funds, operational expenses, general
provisions for loans and profit margins
meant that the increasing monetary
policy rate no longer has much of a direct

impact on the banks’ base rates as used
to be the case.

Ghana listed its third Eurobond of USD1
billion at a coupon rate of 8.125% on the
Ghana Stock Exchange and Irish Stock
Exchange in September 2014. The bond
issue was successful given that it was
oversubscribed with orders reaching
up to USD3 billion and sold at a lower
than expected rate given the fiscal
difficulties faced by Ghana. Expectations
of the Eurobond helped to strengthen the
Ghana Cedi against the US dollar in the
last quarter of 2014.

Source: Bank of Ghana
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Quartile Analysis

For a reasonable
comparison and analysis
of the industry, we group
participating banks into
quartiles, based on the
value of their operating
assets.

Banks continue to measure their
operating capabilities by the resources
available to earn returns for the
shareholders, lenders and depositors.

Together, these resources with earning
capacity make up the operating assets
of a bank. We also recognise that there
are other qualitative aspects; level of
technology, specialised skill sets, among
others that enhance the operating
capabilities of banks.

We consider banks’ operating assets
to be a key business performance
indicator as well as the basis for which
stakeholder value is derived, hence our
choice of this metric. Operating assets
are defined to include all assets that are
directly deployed to generate interest
income or related fee income. These
include cash and liquid assets, including
investments, loans and advances. It
excludes investments in property, plant
and equipment that provide a platform
to facilitate a bank’s business.

For areasonable comparison and analysis
of the industry, we group participating
banks into quartiles, based on the book
values of their total operating assets as at
31 December 2014.
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Total operating assets from 2011 to 2014

(Thousands of Ghana Cedis)

Change( 2013 A% (2013 Share % of

2014 2013 2012 2011 t02014)  to2014) total industry
EBG 5,428,440 4,422,242 3,199,047 2,031,906 1,006,198 19% 11%
GCB 4,000,452 3,216,912 2,832,573 2,361,404 783,540 20% 8%
STANBIC 3,269,506 2,818,572 1,679,398 1,117,486 450,934 14% 7%
SCB 3,250,248 2,786,580 2,245,992 1,921,987 463,668 14% 7%
ZBL 3,002,566 1,888,213 923,310 681,409 1,114,354 37% 6%
FIDELITY 2,925,356 1,608,586 1,277,192 1,001,270 1,316,770 45% 6%
BBGL 2,856,704 2,184,674 1,889,110 1,803,485 672,030 24% 6%
CAL 2,590,473 1,497,627 1,108,618 747,294 1,092,846 42% 5%
ADB 2,041,925 1,515,569 1,352,162 1,111,326 526,356 26% 4%
UGL 1,970,318 1,190,812 817,515 504,995 779,506 40% 4%
NIB 1,906,715 1,148,197 836,798 767,514 758,518 40% 4%
UBA 1,682,584 1,532,725 692,926 560,422 149,859 9% 4%
ABG 1,574,872 899,666 741,058 263,384 675,206 43% 3%
SG-GH 1,571,585 1,109,703 1,006,112 758,309 461,881 29% 3%
UTB 1,505,850 1,229,823 893,362 600,183 276,027 18% 3%
HFC 1,253,429 930,085 561,174 407,250 323,344 26% 3%
GTB 1,113,866 894,376 651,074 413,104 219,490 20% 2%
PBL 1,057,826 786,894 641,732 517,904 270,932 26% 2%
FABL 848,889 396,283 244,114 168,678 452,606 53% 2%
BOA 843,841 598,471 535,070 367,363 245,370 29% 2%
FCPB 689,751 475,769 : : 213,982 31% 1%
GNB 407,627 - - - 407,627 100% 1%
RBG 362,608 248,998 - - 113,610 31% 1%
FBN 349,359 294,222 299,665 242,762 55,137 16% 1%
BSIC 331,143 191,334 166,821 87,900 139,809 42% 1%
BARODA 195,172 148,628 114,925 91,313 46,544 24% 0%
EBL 276,084 232,752 217,077 193,907 43,332 16% 1%
TTB - - - 543,956 - n/a 0%
IBG - - - 671,503 - n/a 0%
UMB - - 828,509 - - n/a 0%

47,307,190 34,247,713 25,755,333 19,938,015 13,059,477
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Quartile Analysis

Second quartile

- Third quartile

Fourth quartile

Total operating assets in Q1 increased by 30.7% from GHS19 billion in 2013 to
GHS25 billion in 2014, and approximates 53% of the industry total operating
assets.

EBG continues to be the largest bank in terms of operating assets after its merger
with TTB in 2012.

SCB showed a steady decline in the share of industry advances since 2013,
resulting from significant impairment charge of GHS49 million in 2014 from
GHS17.4 million in 2013.

Zenith Bank now holds the fifth largest operating assets in the quartile with total
operating assets of GHS3 billion in 2014 from GHS1.8 billion in 2013.

Zenith Bank posted strong profits. This was largely driven by an increase in interest
income on loan book by 96% in 2014, compared to 56% in 2013.

The group is the fastest growing as operating assets more than doubled from
GHS7.8 billion (2011) to GHS11.7billion (2014);

CAL Bank now tops the second quartile, while UBA has moved from the eighth to
twelfth position;

Access Bank moved to the second quartile from 2013 as a result of the significant
growth in net loans and advances, resulting from a favourable increase in
customer deposit by 73% in 2014, compared to 37% in 2013.

ADB’s market share on industry advance continues to diminish since 2012, while
UGL continues to show strong penetration into the market arising from deposits
mobilisation which enables them underwrite larger transactions.

Total operating assets in Q3 increased to GHS7.4 billion (2014) from GHS5.3
billion (2013).

UTB moved to this group from the second quartile, resulting from competition.
The bank’s operating assets increased by 22% from 2013, compared to a growth of
rate of 37% from 2012.

FABL moved to join the group with a total operating assets of GHS849 million in
2014 from GHS396 million in 2013.

GTB constantly posted higher profit before tax margin over the period 2011 to
2014 in Q3.

In line with Q3 market share of deposits, UTB maintained the largest share of
industry advance over the period 2011 to 2014.

The Q4 operating assets increased by 155% from GHS1.2billion (2011) to GHS3.2
billion (2014).

BOA moved to the fourth quartile because of firm competition in Q3.

GNB commenced operations after capitalisation during the year and joined this
quartile. At the end of 2014 its operating assets of GHS407 million was ahead of
existing players; RBG,FBN,BSIC and BARODA.

RBG could not sustain the profitability achieved in 2013 as its operating results
slumped to a loss in 2014.
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Industry operating assets grew to GHS47 billion in 2014 from GHS34

billion in 201 3.

Composition of industry operating assets

50% .
47% 46%

46%

45%
40%
35%
30%
25%
20%
15%
10%

5%

0%
2014 2013 2012 2011

H(Cash Assets ®Liquid Assets ®Net Loans and Advances Other Operating Assets

Net loans and advances continue to be the most significant component of the
industry’s earning assets, accounting for 47% of total operating assets and interest
income on loans contributing 62% of the total industry income. The strong growth in
credit in 2014 is driven by a reflection of banks’ expectation of short to medium term
economic prospects as well as positive results derived from the banks own internal
credit appraisal and monitoring processes.

Cash assets contributed 27% (2013: 22%) of the total industry operating assets. The
increase was mainly a result of a 36% growth in the total industry deposits with the
resultant increase in the primary reserve requirement.

Industry returns on investments continue to show a favourable performance over the

period, resulting from investment securities offering favourable yields with limited
risk exposure.

PwC
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Quartile Analysis

First Quartile

First Quartile-Profit before tax margin

ZBL posted strong profits.

70% This was largely driven
60% by an increase in interest
50% income from Government
40% securities. Fidelity
30% continues to show a lower
20% profit compared to peers
10% because of increase in cost
0% of funding.
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EEBG “GCB HEStanbic MSCB ®ZBL ®NFidelity ®BBGL

First Quartile - Return on equity

In the midst of the

60% economic challenges,
50% the ROEs in excess
40% of 30% achieved py

o the banks in the first
30% quartile indicated strong
20% performance of the
10% industry’s dominant

0% players.

2014 2013 2012 2011

EEBG "“GCB HEStanbic ®SCB HZBL ®Fidelity ®BBGL

First Quartile - Share of industry deposits

EBG overtook GCB
in 2012 to hold the
15% largest share of
industry deposits. GCB
10% continued to lose market
5% share experiencing

competition from other
banks.

0%
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First Quartile - Share of industry advances

EBG continues to be the
industry’s largest lender.
10% SCB showed a steady
decline in its market

15%

5%

share since 2013.
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First Quartile - Impairment allowance/ gross
loans and advances
Strengthening credit
30% administration procedures
have paid off with the banks in
20% the first quartile experiencing

10% improved quality of their
loan portfolio. However SCB
0% showed a slight increase in

2014 2013 2012 2011 impairment allowance from
GHS13 million in 2013 to

®EBG " GCB WStanbic ®SCB ®ZBL M Fidelity ™ BBGL GHS49 million.

First Quartile - Cost income ratio

100%
The first quartile banks

80% have been successful with
a combination of measures

0,
60% to reduce and control cost.

Fidelity’s growth continues
to take a toll on the bank’s
operations as it struggles to
drive down its cost income
ratio.
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Quartile Analysis

Second Quartile

Second Quartile - Profit before tax margin

. UBA and CAL continue
80% to show strong operating
results. A steep rise

60% ..
in interest expense,
40% loan impairment and
operating expenses had an
20%

adverse impact on ADB’s
performance for 2014.

0%
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Second Quartile - Return on equity

ABG’s realignment its

60% operating model by
50% growing its loan book has
40% yielded good returns to the
30% shareholders. ADB’s ROE

. diminished because of the
20% decline in total operating
10% income.

0%
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Second Quartile - Share of industry deposits

6% UGL has been consistent in
growing its market share .

5% . .

. This growth was driven by
4% growth in current account
3% and term deposit balances by
2% 61% and 109%, respectively

o compared to 2013 and may
1% n

have been driven by an
0%

intensive marketing and

2014 2013 2012 201 deposit mobilisation effort.
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Second Quartile - Share of industry advances

0% ADB’s market share has

8% continued to diminish

9% since 2012, while UGL has
6% continued to show strong
5% penetration into the market
4% arising from deposits

3% mobilisation, which enable
2% them un.derwrite larger

1% transactions.
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Second Quartile - Impairment allowance/gross loans
and advances

Strengthening credit

40% administration procedures
at NIB in 2012 have paid off

30% with the bank experiencing

20% improved quality of its loan
portfolio.
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Second Quartile - Cost income ratio
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All banks except ADB
and UGL showed an
aggressive drive on cost
reduction.
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Quartile Analysis

Third Quartile

Third Quartile-Profit before tax margin

GTB constantly posted
70% high profit before tax
60% margin over the period
50% 2011 to 2014. This trend
40% is perhaps indicative of
30% the Bank’s consistent
0% progression on its

strategy of reducing cost.
10%

0%

2014 2013 2012 2011

SG-GH ®UTB ®HFC ®GTB EPBL ®FABL

Third Quartile - Return on equity

35% GTB continues to post
the highest return on

O,

30? equity having made the
25% highest profit before tax
20% margin despite intense
15% competition from the
10% group.

5%

0%

2014 2013 2012 2011

SG-GH ®UTB ®"HFC ®GTB ®"PBL " FABL

Third Quartile - Share of industry deposits

5% SG-GH’s leadership of the
group can be attributed to

4% the attractive rates offered
. on time and fixed deposits
3% to attract deposits. FABL
. shows positive outcome
2% from the turnaround
o strategy it embarked upon
° and its recent rebranding.
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Third Quartile - Share of industry advances
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Third Quartile - Cost income ratio
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In line with its market
share of deposits, UTB
maintained the largest
share of industry
advances in the third
quartile over the four
year period.

In general, the third
quartile banks show
a trend towards an
improvement in the
quality of their loan
portfolios.

SC-GH and FABL have
been consistent in
reducing their cost
income ratio over the

period 2012 to 2014.
In general the group
continues to maintain
a cost income ratio of
below 70%.
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Quartile Analysis

Fourth Quartile

Fourth Quartile-Profit before tax margin GNB posted profits in its
first year of operation.
100% RBG could not sustain
80% the profitability achieved
60% in 2013 as its operating
40% results slumped to a loss
20% in 2014.
0%
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Fourth Quartile - Return on equity The newest entrant into
the banking industry
60% GNB posted a favourable
40% return comparable with
its peers.
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Fourth Quartile - Share of industry deposits

3% Banks in this group are
generally improving their
market share although

at a slower rate. BOA

2%

2%

leads its peers in share of
1% industry deposits among

fourth quartile banks
despite being a new
entrant.

1%

0%
2014 2013 2012 2011

EBOA “FCPB EGNB ®RBG ®FBN EBSIC ®Baroda

PwC 2015 Ghana Banking Survey 50



Fourth Quartile - Share of industry advances
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Fourth Quartile - Cost income ratio
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The overall market share
of banks in this group has
improved compared to
prior year. BOA continues
to lose market share.

The loan books of the fourth
quartile banks are usually
characterised by the higher
risk customers with greater
tendency of default in an
economic downturns. The
quality of the BSIC loan
portfolio continues to
deteriorate. FBN and BOA
strengthen their credit
administration process and
bad loans were written off
during the year.

Baroda’s operating
strategy has not
changed. It maintains
its cost structure while
posting stronger profit
margins. RGB shows
significant increase
compared to prior
year, resulting from a
significant increase in
administrative cost.
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Market Share

Analysis

Share of industry operating assets

The banking industry reported an encouraging growth in operating assets despite
economic challenges faced by the country during the year under review which
ranged from depreciation of the Ghana Cedi to unstable power supply and increasing
inflation.

Operating assets (In billions of Ghana Cedis)
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The sector’s operating assets increased by an average of 38% from GHS34.0 million
in 2013 to GHS47.0 million in 2014. The growth is attributable to 19% (2013: 14%)
and 16% (2013: 5%) increases in net loans and advances and cash assets respectively.
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Composition of industry operating assets
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Loans and advances remained the most significant component of the industry’s
operating assets accounting for 47% (2013: 46%) of these assets, followed by
cash assets representing 27% (2013: 22%) of the sector’s operating assets. The
unfavourable macro economy had an impact on businesses’ profitability and debt
repaying capacity. Banks therefore adopted a more stringent and conservative
approach to offering and administering credit.

EBG, despite a marginal decline in its share of the industry’s operating assets,
maintained its position of dominance holding 11.5% (2013: 12.9%) of the industry’s
operating assets. Competitive strategies employed by EBG in 2014 were centred on
delivering largely same financial products and services as in prior year but with
enhanced technological supports in making these products and services easily
accessible to customers.

Fidelity was the only quartile one bank to realise a growth in its market share of
the industry operating assets. At the end of 2014, its operating assets represented
6.2% of the industry total as against 4.7% in 2013. This can be directly attributed to
the synergies derived from its acquisition of Procredit Savings and Loans Company
Limited in September 2014.

As a new entrant in 2014, GNB leveraged on its years of experience as a non-
bank financial institution to secure market share. GNB emerged with the highest
share of operating assets in the quartile four category with 0.9% of the industry
total operating assets.

PwC
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. Market Share Analysis

The sector’s operating assets grew by an average of 38% from GHS34
million to GHS47 million in 2014 despite economic challenges faced by the
country during the year under review.

Share of industry operating assets
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With the acquisition of a universal banking license, the bank is expected to become
more aggressive in growing its operating assets and diversifying its portfolio of
clients to include players in the formal sector of the economy.

CAL, UGL and NIB were the other gainers in 2014 with 5.5% (2013: 4.5%), 4.2%
(2013: 3.4%) and 4% (2013: 3.4) share of the industry operating assets respectively.
CAL secured Tier 2 capital from Societe de Promotion et de Participation Pour La
Cooperation Economique S. A. of France in 2014. Accessing this capital will result in
the upward movement in its single obligor limit and support the Bank’s on-lending
activities.

Competition from both bank and non-bank financial institutions continue to
determine market share dynamics. Emerging competitive strategies are geared
towards the application of technological innovation in the delivery of banking
services. This has led to a deepened focus on technology based delivery channels.

Share of industry deposits

The sector’s deposit mobilisation strategies have been focused on growing low cost
deposits. Growth of 35.5% in the industry’s deposits was therefore driven by savings
and current accounts deposits which represented 60.9% of the industry total deposits
of GHS35.8 billion.

Composition of industry deposits
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Time and call deposits grew to GHS10.3 billion in 2014 from GHS6.4 billion in 2013
despite the increasing trend to reduce the interest bearing deposits. Cost
containment remains an important focus for the banks, as they continue to invest in
growing their branch network and service customer needs.

Placements from banks represented 10.4% of the industry total deposits, dropping by

from the prior year’s 11.8%. In very few cases placements were taken to enable banks
meet the minimum required liquidity position with the Bank of Ghana.

PwC
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. Market Share Analysis

Competition is gradually diluting the market share of deposits held by the top
five banks as they accounted for 42.4% of the industry total in 2014 compared to

48.2% in 2013.

Share of industry deposits
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Industry

The market share of deposits held by the top five banks; GCB, EBG, BBGL, SCB and
Stanbic, accounted for 42.4% (2013: 48.2%) of the industry total whereas the top
fifteen banks held 86.7% (2013: 87.2%). Competition is expected to even out the
concentration of deposits amongst the top fifteen over the next couple of years as
Banks seek out new ways to differentiate their products and services.

GCB gained market share and surpassed EBG this year (which recorded a decline in
its market share to 8.5% (2013: 14%)) to become the bank with the highest share of
industry deposits of 12%. The ongoing rebranding of the Bank may have given it the

necessary push to enable it leverage on its
extensive branch network.

NIB intensified its efforts to become a
more visible brand with the introduction
of new services, extension of service time
and establishment of new branches. Its
deposits represented 5.1% of the total
industry deposits, an improvement from
last year’s 3.1%.

Baroda, BSIC, FABL and BOA managed to
maintain market share as their strategies
did not yield any material gains in the
industry. The move to increase deposit
mobilisation whilst reducing cost (mainly
interest expense) may have negatively
impacted Banks reliance on short term
deposits and placements.

RBG grew its share marginally to 0.7%
of the industry total whereas FCPB could
not attain the anticipated growth in its
second year of operations as a universal
bank. Its share of industry deposits fell
from 1.1% in 2013 to 0.3% in 2014.

With the anticipated increase in industry
players stemming from new entrants and
Savings and Loans companies seeking to
upgrade to universal banks, banks will
need to come up with ingenious deposit
mobilisation strategies to stay on top and
respond to changing customer needs.

Share of industry
advances

The effects of the adverse macroeconomic
factors on business performance and
the risk-averse stance adopted by Banks
on the other hand did not stifle growth
in industry advances. The industry saw
a growth in its advances by 40.9% to
GHS23.4 billion by the end of 2014.

There was an increase in advances
to the energy sector partly due to the
uncertainty surrounding the continued
economic and operating viability of the

2015 Ghana Banking Survey 56



The industry saw a growth in its advances by 40.9% by the end of 2014.

Tema Oil Refinery, lack of capacity to
handle exposures (which are mostly
significant and require syndication) and
the depreciation of the Ghana Cedi.

Despite a marginal decline in market
share compared to 2013, EBG
maintained its position with 12.2%
representing the highest in the industry.
Credit advanced during the year was
benefited most by the Commerce and
Manufacturing sectors. These sectors
are deemed relatively less risky with
shorter turnover periods. EBG holds the
largest share of the industry’s lending
consistent with its commitment to
business growth. This reflects the bank’s
established risk capacity cushioned by a
resilient financial performance over the
year.

Stanbic maintained its share of the
industry advances with 7.5%, breaking
the three year trend of significantly
growing its market share. EBG and SCB,
also first quartile banks, lost market share
to 12.2% (2013: 13.5%) and 6% (2013:
7.2%) respectively. Having cleaned up
their loan books, these Banks maintain a
conservative stance seeking to minimise
the risk of having to deal with loan
defaults.

Fidelity had the highest growth in
market share this year having grown its
loan book to GHS1.6 billion. The Bank
during the year signed an agreement
with USAID aimed at facilitating lending
to Ghana’s health sector and also raised
Tier I and Tier II capital through a
combination of equity and long term
subordinated debt. This is expected to
lead to a consistent growth in its loan
book in the years ahead.

Post-acquisition clean-up of the loan
book and write off of long outstanding
non-performing loans led to a marginal
decline in the FBN’s market share.

The increased quality of credit portfolios and the impact of stringent collection
strategies have resulted in a drop in credit impairments for some Banks. Uncertainty
however, still persists in the risk profile of customers. This calls for a relook at the
credit profiling structures in place within the industry and how they can be further
improved.

Share of industry advances

2014 2013 2012 R
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Profitability and

efficiency

The industry’s profit before tax (PBT) margin declined from 45.3% in 2013 to
43.2% in 2014.

The industry’s Profit before Tax (PBT)
margin decreased by 2.1% in 2014.
PBT grew by 37% from GHS2.1 billion
in 2013 to GHS2.9 billion in 2014 but
total income grew by a larger margin of
44%, increasing from GHS4.7 billion in
2013 to GHS6.7 billion in 2014. All three
7BL 55.9% ) 6  38.2% revenue streams increased significantly
with Net Interest Income (NII), fees
EECE ol : & L and commissions and trading income
GTB 52.6% ) 47.1% . growing by 39%, 27% and 77% from
GHS3.1 billion, GHS815 million and
GHS775 million in 2013 to GHS4.3
billion, GHS1.0 billion and GHS1.4
Stanbic 49.3% 10 51% 7 . billion in 2014 respectively.

EBG 48.8% 11 44.9% 11 45.4% 7 44.4% 5 .
On the other hand operating expenses

GCB 45.8% 12 50.8% 9 44.8% 8 QRS OIA  increased by 52% from GHS2.2 billion

NIB 44.5% 13 33.7% 13 12.3% 20 IVAZSIEN  in 2013 to GHS3.4 billion in 2014.
Impairment charges on non-performing

HFC 36.8% 14 421% 12 25.4% 16 20% 17 ¢
— loans almost tripled from GHS348m
. 16 17 3. 3 31. 11

FBN 31.2% 27.2% 9% 2 1% increases in operating expenses and

SG-GH 29.2% YRR 7Y  impairment  charges together with

the growth in the total income base
BOA 28.7% 18 -4.5% 23 4.6% ZANNEAZEN  accounted for the reduction in the PBT

PBL 22.1% 19 20% 20 18.2% 18 VAWLASIE  margin in 2014.
FABL 21.9% 20 15.8% 21 18.6% 17 6.1% 22 ) o )
Interest income grew significantly in

UGL 21.3% 21 25.6% 18 259% 14 24.9% 13 [SYSeyes g ey
BSIC 12.2% 22 -16.4% 24 14.4% 19 USYARRAR  grew by 50%. Gross loans increased by
UTB 11% PR S TSR 41% in 2014 compared to 30% in 2013.

The significant growth was mainly
ADB LU Eel Lo LA 2 2 & from advances made to the mining and

FCPB 6.4% 25 214% 19 NA  NA NESEY  quarrying, commerce and finance and
RBG -16.3% 26 NA NA NA NA N0\ other miscellaneous sectors. Interest
UMB NA NA NA NA incogle from loans and advances
continues to account for the largest
portion of total industry interest income
Industry 43.2% in 2014 recording 64%. Average lending

rates increased from 25.6% in 2013 to

29% in 2014, resulting from an increase
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in average base rate from 21.5% in 2013
to 25.7% in 2014. The growth in the loan
book coupled with the hike in average
lending rates led to the increase in
interest income on loans and advances.

Growth in interest income on
investment securities was only 26% in
2014 compared to 94% in 2013 even
though rates continue to be attractive
on these investment securities. In spite
of the attractive yields on the risk free
government securities, the industry
holdings in these securities grew only by
5% compared to 43% in 2013. Interest
rates from the short term money market
instruments increased between 2013 and
2014. The average interest rates for 91
and 182 day treasury bills increased from
21.5% and 22% to 24.1% and 23.7%,
respectively. Similarly, average interest
rates on 1 year and 2 year note increased
from 21.2% and 21.4% in 2013 to 21.6%
and 22% to 2014, respectively.

Returns from cash and short term funds
were quite impressive, increasing by
58%, compared to a decrease of 15% in
2013. Average interbank rate increased
from 16.3% in 2013 to 23.9% in 2014,
making interbank placements attractive
for banks to invest in, not only because
of the high return but also the short term
duration of these investments enabling
the banks to also better manage their
liquidity.

Customer deposits and placements
from other banks account for 71% and
29% of interest expense as compared
to 72% and 28% in 2013 respectively.
Interest expense grew by 50% and is
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mainly driven by the growth in customer
deposits and the upward revision in
average deposit rates especially term and
current deposits. The average interest
rate on time deposit increased from 16%
in 2013 to 19% in 2014.

Interest expense on placements from
other banks increased by 86% during
the year. The increase is attributable to
growth in interbank placements and the
attractive rates paid on these placements.
Average interbank rate increased from
19% in 2013 to 24% in 2014.

Total interest bearing liabilities
increased by 39% from GHS29 billion
in 2013 to GHS41 billion in 2014. The
intense competition in the industry and
prevailing adverse economic conditions
suggest that banks will have to be both
innovative and creative in their strategies
to develop products to sustain the
growth they have achieved so far. Banks
are seeking long term borrowings, which
have shown an increase of 119% from
GHSO0.9 billion in 2013 to GHS2 billion
in 2014 to finance their assets. However
total industry deposits continue to
increase, constituting about 88% of the
total interest bearing liabilities in 2014.

Net income from fees and commissions
increased by 27% from GHS815 million
in 2013 to GHS1 billion in 2014,
accounting for 15% of total industry
income, compared to 18% in 2013.
Keen competition in the industry kept
transactions fees stable for the past years.
Trade related activities showed a slight
downturn resulting from the significant
depreciation of the Ghana Cedi which

made imports unattractive. However,
the industry showed a 40% increase in
income, resulting from fees charged on
new loans issued to customers.

The industry’s other income continue to
increase significantly for the past years,
which is mainly driven by income from
foreign currency trading and translation
or revaluation of asset and liabilities
denominated in various foreign
currencies. Other income increased by
77% from GHS775 million in 2013 to
GHS1.4 billion in 2014, of which trading
income accounted for 77%.

The increase in trading income is as a
result of movements in exchange rates,
as the Ghana Cedi depreciated against
the major trading currencies in 2014.
Even though there was a downturn in
the business activities in the country, the
volume of foreign exchange transactions
increased, mainly driven by funding
of oil, energy and telecommunication
industries. The growing demand for
foreign currency during the year created
an opportunity for higher margins on
such transactions.

The industry’s operating expenses
increased by 52% from GHS2.2 billion
in 2013 to GHS3.4 billion in 2014. The
significant component was staff cost
accounting for 31% of the total industry
operating expenses compared to 34%
in 2013. The Banks are equipping their
back office with current technology in
order to reduce human intervention
which is expected to result in reduction
in staff cost.
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Profitability and efficiency

BOA and BSIC which experienced
downturns in their performances
recording losses in 2013 showed
significant improvement in 2014 as a
result of successful implementation of
their strategic plans aimed at redefining
their business operating models.

BOA showed a significant improvement
in PBT from a loss of GHS2.8 million in
2013 to a profit of GHS28.5 million in
2014 .The Bank’s total operating assets
increased by 41% in 2014 compared to
12% in 2013. The loan book clean-up
efforts in prior year which resulted in
significant impairment charge seems
to be yielding the desire results going
forward as the bank is cautious in its
lending activities.

Funds mobilised during the year were
invested in interbank placements and
investments securities which increased
by 297% and 41% respectively, in 2014.
The outcome of these measures led to
total income increasing by 61% from
GHS57 million in 2013 to GHS92 miillion
in 2014 and impairment charge reducing
by 31% from GHS18 million in 2013 to
GHS13 million in 2014.

BSIC recorded a 204% increase in PBT
from a loss of GHS4.1million in 2013
to a profit of GHS4.3 million in 2014,
resulting from trading income which
have almost tripled compared to the
GHS3.1 million made in prior year and
a 45% reduction in impairment charge
to GHS5 million in 2014 compared to
GHS9.1million in 2013. The bank also
invested more in interbank placements
and short term instruments.

Bank of Baroda and UBA continue to
maintain their first and second position,
respectively in the industry in terms of
profitability. These banks continue to
be conservative in extending loans to
customers but rather invest in risk free
instruments. Returns from government
securities continue to increase compared
to other interest income components for
these two banks.
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PBL, FABL, and FBN improved on
their profitability rankings during the
period. PBL and FABL’s experienced an
improvement in total income driven by
a significant increase in total operating
assets of these banks. The total operating
assets of these banks increased by 34%
and 114%, from GHS786 million and
GHS396 million in 2013 to GHS1.1
billion and GHS849 million in 2014,
respectively.

Even though PBL continues to cautiously
give out loans to its customers, the loan
book increased by 43%. The growth in
its PBT was driven by a 46% increase of
interest income on loans.

FAMLUs growth in PBT is driven by
the Bank’s strategy of spreading its
risks. Loans and investment securities
represented about 44% and 41%
respectively of the total operating assets.

FBN improved on profitability by
decreasing the cost of borrowing which
was in line with the Bank’s policy of
promoting current and savings accounts
since the bank incurs lower interest
expenses on those account types
compared to fixed deposit accounts.

SCB experienced a slight increase in
PBT by 0.12% compared to 53% in 2013.
Even though total income of the bank
increased by 24% compared to 49% in
prior year, the marginal increase in PBT
was as a result of a significant increase in
staff cost and impairment charge which
grew by 44% and 188%, respectively.

The bank’s gross loan book grew by
16% from GHS1.2 billion in 2013 to
GHS1.4 billion in 2014 but the level of
impairment charge in 2014 is more of
an indication of the deterioration of the
quality of the loan book rather than the
result of the growth in the loan book.

RBG was the only loss making
participating bank in the industry in
2014, recording a loss of GHS5 million as
compared to a profit of GHS9 million in

2013. The bank increased its total income
by 5% from GHS38 million in 2013 to
GHS40 million, but also increased its
operating expenses by 82% from GHS26
million in 2013 to GHS47 million in 2014.

EBG’s PBT almost doubled from GHS185
million in 2013 to GHS309 million in
2014, despite a significant growth its
operating expenses increasing by 50%
from GHS266 million in 2013 to GHS401
million in 2014.

EBG contributed about 14% of the
industry’s interest income compared to
12% in 2013, and accounted for 11% of
the total industry operating assets. The
mix of interest income does not follow
the same concentration pattern as GCB.
EBG’s interest income from loans and
advances constituted 66% while returns
from investment securities accounted for
43% of its total interest income. However
GCB’s interest income from loans and
advances and investment securities
constituted 40% and 55% of its total
interest income, respectively.

Taking into account the progress made
in rebranding the Bank, management of
GCBanticipates favourable performances
in the years to come.
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The industry’s interest income grew by 6% in 2014 compared to an increase in
interest expense by 5% in 2014.

Net interest margin The industry’s interest income increased
by 43% in 2014 (2013: 49%) compared
to an increase in interest expense of 50%

2014 R R 2011 ;3| in 2014 (2013: 55%).
GNB 45.5% 1 NA NA NA NA NA ~ NA v operating assets, on the other hand,
Baroda  21.8% 2 224% 1  171% )  (ncreased by 38% in 2014 (2013: 32%)
which positively influenced the increase
GCB 19.4% 3 17.3% 2 13.3% 5 9.5% 2 in NIM for 2014. The increase in interest
i i 0, 0,
FBN 16.3% 4 132% 9 9.2% 14 WIS  ncome wasmainly duetoa 52%and 26%
rise in interest income on the loan book
EBG 15.4% 5 12.8% 10 11.3% 10 AN and investment securities respectively.
The industry gross loan book grew by
HEFC 15% 6 12.4% 12 10.1% 12 10.6% 3 41% from GHS16.6 billion in 2013 to
7BL 14.4% 7 10.7% 17 7.3% 21 RUARSER  GHS23.4 billion in 2014 and continues to
account for the largest proportion of the
UBA 14.4% 8 17.1% 3 13.2% 6 7.5% 14 industry’s operating assets.
ADB 14.4% 9 14.9% 6 14.5% 4 8.3% 12
Given the current economic difficulties
BBGL 14.1% 10 14.2% 7 12% 8 9.2% /4l and the associated heightened risk
SG-GH 13.8% 11 12% 13 9% 15 9.6% 4 f’f defau,lt, the level of growth in the
industry’s loan book was not expected.
SCB 13.6% 12 12.8% 11 8.9% 16 8.9% 8 Banks cited the strengthening of their
ABG 13.6% 13 167% 4  16.4% 9 PPRRE]  Ccdit processes and cautious lending
practices in targeting “safe” customers
GTB 12.7% 14 11.4% 15 12.6% 7 8.4% 10 as the reasons accounting for the
] increase in the loan book in spite of the
Stanbic  11.5% 15  89% 19 8.2% 18 SAAIRER  economic difficulties. This position will
PBL 11.5% 16 10.9% 16 8.4% 17 7.2% | soon be vindicated or proven otherwise
given how these facilities will perform
AL 11.4% 17 14.2% 8 10.5% 11 CHZRNEN  in the coming years. There have been

concerns over the banks concentration in
government securities and the risk they

RBG 11.4% 18 NA NA NA NA NA NA

Fidelity 11% 19 11.4% 14 9.5% 13 6.9% VAl are exposed to given the country’s debt
level but the banks are quick to reject
g 2y s e e e this as the reason accounting for the less
9.3% 21 7.2% 20 4.5% 23 S ks enthusiasm noted on the part of banks
in terms of their level of government
9% 22 6.6% 22 7% 22 6.3% 20 security holdings in spite of the high
8.3% 23 10% 18 11.3% ) 12.2% 50 and attractive yields these investments
continue to offer.
Perhaps, ihe development i ilko
an indication of the banking sector
refocusing on its core banking activity

of lending rather than the trading
in government securities  which
characterised their operations in recent
years.
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Industry  16.9%

Investment securities held at year end
increased by 31% from GHS1.4 billion in
2013 to GHS1.8 billion in 2014 while cash
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Profitability and efficiency

Despite the cost control strategies adopted by the banks, the industry experienced
a major increase in cost in 2014.

assets significantly increased by 74%
from GHS7.4 billion in 2013 to GHS12.9 R Aule s s
billion in 2014 mainly on account of the  [F¥RSsERR 0.14 2 026
growth in customer deposits. As a result,
interest income on investment securities N
increased by 26% from GHS1.6 billion
in 2013 to GHS2.2 billion in 2014 and A
interest on cash and short term funds also
increased by 58% from GHS149 million
in 2013 to GHS237 miillion in 2014.
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The increase in interest expense from 0.46 8 045 4
GHS1.4 billion in 2013 to GHS2.2 billion
in 2014 was largely driven by interest paid
on customer deposits which increased
by about 50%. Customers demand for

GTB 3 V4 . 8

0.43 6 0.56 11
0.00 1 0.00 1

competitive rates because of the higher 0t 7047 6
yield offered on government securities ~RIPENER . ) 053 13 0.53 10
and other money market securities
continue to squeeze the banks’ interest . g 11 049 10 0.53 9
income margins.

12 0.48 9 0.51 8
GNB had a remarkable 45.5% net interest . . 14 053 12 0.85 23
margin taking the first position from
Baroda. None of the banks achieved an . g 13 0.76 23 0.59 13
of 5% in 2014. This is mainly because : : L Gon 1o s &
growth in interest income margins was §ij:fg . . 15 0.66 17 0.69 17
squeezed by the increase in the cost of
funds from deposits. One-third of the [El0kN : : 23 0.67 19 0.89 24
interest income was used to settle the 1
interest on current and time deposits Fidelity . . L7 b B 0w D
cost. : : 20 0.70 20 0.78 20
Nine banks BBGL, Fidelity, ADB, Baroda, 0 . 19 0.74 22 072 19
UTB, UBA, CAL, ABG, and BSIC recorded . : 21 062 15 0.60 14
a decline in their net interest margin
between 2013 and 2014. Much of the . ' 16 0.78 24 0.83 21
banks’ increase in total income was as a

result of a significant increase in trading . : 22 0.70 21 0.71 18
income on foreign exchange transactions

and the revaluation of the assets and 22 GOV N0y 22
liabilities as a result of the depreciation 25 24 N NA
of the Ghana Cedi against the major
trading foreign currencies.
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With the growing competition in the
industry it appears that the banks were
keen to drive down the cost of delivering
services despite the inflationary
pressures and depreciation of the Ghana
Cedi. Generally the industry experienced
a significant increase in cost despite
the cost control strategies adopted by
the banks. The industry’s average cost
income ratios remain the same for the
past three years, however the industry’s
cost grew by 52% from GHS22 billion in
2013 to GHS3.4 billion in 2014.

One of the main determinants of
cost structure of banks is employee
emoluments which accounts for 31% of
the total industry’s operating expenses.
Staff cost increased as a result of
the upward revision in salaries and
allowances due to increasing inflation
rate. Staff numbers however reduced
marginally due to a slowdown in
branch expansion programs in 2014
and operational restructuring given the
economic challenges which affected
personnel working in some of the banks.

BOA recorded an improvement in its cost
income ratio. The bank was successful
at reducing cost while at the same time
growing income. BOA’s 21% decline
in the cost income ratio was the most
drastic in the industry in 2014. The
bank’s operating expenses increased by
28% from GHS40 million from 2013 to
GHS52.4 million in 2014. However, total
income also grew by 61% increasing
from GHS57million in 2013 to GHS92
million in 2014.

RBG’s CIR worsened, increasing from
0.66 in 2013 to 1.66 in 2014. Operating
expenses increased by 82% from GHS26
million in 2013 to GHS47 million in 2014,
out of which staff cost accounted for 46%
of the total operating expenses.

ADB, FCPB and SCB also recorded
notable deterioration in CIR. ADB’s

PwC

operating expenses increased by 43%
from GHS164 million in 2013 to GHS236
million in 2014 whilst total income
increased by about 16% mainly on the
account of net trading and net interest
income increased by 27% and 19%
respectively. Impairment charge on non-
performing loans increased by 74% from
GHS35 million in 2013 to GHS59 million
in 2014.

The general trend in the banking industry
is the continued discipline in cost
management as increased competition
is making it more difficult for banks to
pass on their inefficiencies to customers.
FABL, SG-GH and Fidelity cost control
strategies implemented over the past
years are lowering the cost income
ratios of these banks and are expected
to continue improving these ratios in the
coming years.

As banks develop new products to meet
their customer needs, the cost associated
with developing these products and
providing the necessary technology
base to support these products will
continue to largely influence the CIR of
banks. Staff cost (employee benefits,
and salaries and wages) will continue to
be key in managing CIR because of the
competitive remuneration required to
attract and retain requisite staff.
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Return to

shareholders

The industry rose above the difficult economic climate of 2014 and recorded an
increase of 41% in total assets and 42% in net profits compared to prior year.

Return on assets

2014 R 2013 R 2012 R 2011 The average ROA for 2014. was 4.3%
compared to 4.2% and 3.5% in 2013 and
GNB 14.5% 1 NA NA NA NA WSS 2012 respectively. Although the banking

industry was not spared the difficult
economic climate of 2014, the industry
0.7% recorded growth of 41% in total assets
and 42% in net profits compared to prior
year. Total assets for the year grew from
GHS36.1 billion in 2013 to GHS50.9
billion in 2014 and were driven mainly
by increases in cash assets and loan and
advances financed by the growth in
customer deposits and borrowings made
3.9% by the banks whilst net profits grew from
in 2014 primarily due to increases in net
3% interest income and foreign exchange

Baroda 7.5%
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4.1% 12 3.7% 12 2.2% 13 2.3% IBKN The new entrant into the Ghanaian
banking industry, GNBank posted the

0, () 0, (0) >
SES bi) S S5% 250 highest ROA followed by Baroda which
NIB 34% 14 3.2% 14 1.3% 0.9% ?J0N used to post the highest ROA for the
past two years. Both banks are among

Ok EE U 28 Oy 2 e 25 . contributing less than 1% of the
FBN 3% 16 2.5% 17 0% 2 2.1% 8 industry’s total assets but made relatively
higher net profits hence the ROA they

SG-GH 3% 17 3% 15  2.8% 2.7% 10 posted.

Fldehty 2.7% 2.6% 2.1% 0.9%

X = X X Eleven banks recorded ROA above the
2.2% 5% 1.8% 2.8% industry average of 4.3% compared to
1.7% 20 1.7% 19 1.4% 20 1.5% 17 nine banks in 2013. ADB posted ROA of
2.2% and was the only bank from 2013
1.5% 21 2% 18  1.8% 18 1.8% L2l which did not maintain their above
BSIC 1.9% 22 2% 24 1.9% 16 1% ly| industry performance in ROA. ABG and
EBG were the new banks whose ROA
FABL 1.2% 23 1.3% 20 15% 19 0.5% 274l were above industry average with ABG

UTB 07% 24 07% 22 21% 14 1.8% 16 recording ROA of 5% and EBG had 5.5%.
A more than proportionate increase

FCPB 0.4% 25 1.1% 21 NA NA IWGSRNAY  in net profits compared to the growth
in total assets accounted for the above
industry ROA performances of both ABG

RBG -1.2% 26 NA NA NA NA
B

NA NA
UM NA NA NA /"8 and EBG. SCB, BBG, GCB individually
EP VS VS VTN ;. o cccorded the highest Ross
— W — NA ALY of 4.3% and recorded the highest ROAs

Industry after GN Bank and Baroda. These banks,
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which account for 21% of the industry’s
total assets, posted a combined average
ROA of over 6% with overall net profit of
GHS656 million in 2014.

Overall, twelve banks experienced a
decline in their ROA in 2014 compared
to eight in 2013. Ten banks recorded an
improvement in their ROA compared to
nineteen in 2013. This performance is
indicative of the challenges faced by the
industry in 2014.

RBG and ADB showed the biggest decline
in ROA with RBG posting a negative
ROA of 1.2% in 2014 compared to 3.3%
in 2013 and ADB posting ROA of 2.2%
in 2014 compared to 5% in 2013. RBGs
decline in ROA was due to a more than
proportionate increase in interest
expense compared to interest income
resulting in a decrease in net interest
income in 2014 and an 82% increase in
its operating expenditure which resulted
in a net loss position of GHS5.2 million
for 2014 even though its total assets grew
by 160% from GHS169 million in 2013
to GHS439 million in 2014. In contrast
with RBG, ADB was profitable. The bank
however experienced a 41% decline in
profitability in 2014 compared to a 33%
increase in total assets which resulted in
the fall in its ROA.

The industry average ROE increased from
27.5%in 2013 t029.9%in 2014. Although
shareholders’ funds grew by 32% from
GHS5.5 billion in 2013 to GHS7.3
billion in 2014, net profits increased by
a higher margin of 42% which resulted
in the overall improvement in ROE. The
growth in shareholders’ funds was driven
mainly by retained earnings and other
reserves which increased from GHS969
million and GHS2.3 billion in 2013
to GHS1.6 billion and GHS3.2 billion
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in 2014, representing 68% and 40%
growth respectively. Stated capital only
increased by 15% from GHS2.2 billion in
2013 to GHS2.6 billion in 2014. Growth
in net profits was driven by a 38.7%
increase in net interest income increasing
from GHS3.1 billion in 2013 to GHS4.3
billion in 2014 and a 77% increase in
foreign currency trading income which
grew from GHS775 million in 2013 to
GHS1.4 billion in 2014.

BBG, GCB, SCB, were among the eleven
banks whose ROE were above the
industry average of 29.3%. Again GN
Bank posted the highest ROE as it did
for the ROA given its relatively higher
profits compared to its shareholders’
fund as a new bank. UBA and GCB had
the next highest ROE although they both
experienced a drop of 4.1% and 4.4% in
ROE respectively. ADB experienced the
largest drop of 14.8% in ROE primarily
due to a 22% increase in its shareholders
fund on the back of a 54% increase in
its statutory credit risk reserve for the
deterioration in the quality of its loan
book and a 41% reduction in profitability.
RBG experienced a negative ROE since it
made a net loss of GHS5.2 million, the
only participating bank that made a loss
in 2014.

All participating banks except RBG
recorded positive ROE which suggests
that the banks managed to preserve
value for their shareholders despite the
economic challenges. Of these banks,
only four recorded single digit ROEs.
BSIC and BOA recorded the largest
increases in ROE of 11.5% and 29.3%
respectively.

BOA experienced a turnaround in
performance by registering a significant
improvement in net profits from a loss

position of GHS2.8 million in 2013 to
a net profit position of GHS28 million
in 2014. Even though, total operating
expenses of BOA increased by 28% from
GHS40.9 million in 2013 to GHS52.4
million in 2014, the bank had remarkable
improvement in all revenue streams
especially net interest and trading
incomes and also saw its impairment
charge for non-performing loans and
advances reduced from GHS18.9 million
in 2013 to GHS13.1 million in 2014, a
decrease of 31%. Shareholders’ fund
increased from GHS82.6 million in 2013
to GHS110.6 million in 2014.

BSIC also turned around a net loss
position of GHS4.2 million in 2013 to
a net profit of GHS4.3 million in 2014.
The bank’s improved profitability was
due to a 12% increase in net interest
income and a combined improvement of
105% in net trading, fee and commission
incomes. Even though impairment
charges on loans and advances reduced
by 82% from GHS9.1 million in 2013 to
GHS5 million in 2014, total operating
expenses increased by 30% from GHS20
million in 2013 to GHS26 million in
2014. Shareholders’ fund increased from
GHS72.1 million in 2013 to GHS76.3
million in 2014.

Dividend pay-out ratio

Net profits for the industry improved from
GHSL1.5 billion in 2013 to GHS2.2 billion
in 2014. The industry also registered
a 2.4% increase in ROE. Investors will
therefore expect the industry’s improved
performance to reflect in dividend

payments.
Dividend payment in 2014 is a function

of prior years’ retained earnings and
the profits made this year. The number
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Return to shareholders

The steady growth in shareholders’ funds is attributable to an increase in retained
earnings and other reserves in 2014.

Return on equity
of banks paying dividends in 2014
increased to thirteen compared to ten in 2014 R 2013 R 2012 R
2013 and tota.l (.ﬁvidends paid incrgas:.ed GNB  52.2% 1 NA NA NA NA
by GHS300 million from GHS375 million
to GHS675 million. However, as in prior UBA 47% 2 51.1% ! 38% 3
years, the high and positive ROE made GCB  40.9% 3 45.3% 9 491% 1
by the banks are not translating into the
number of banks and level of dividend EBG  39.5% 4 33.4% 4  31.4% 4 27.9% p)
SO ASEOl sc  04% 5 2% 3 438% 2 33a% 1|
banks paying dividend had payout ratios SCB 39.4% ° ST 3 43.8% & 33.4% L
over 40% and include three of the seven 7BL 39.1% 6 30.2% 8 21.6% 10 21.3% 6
banks in the first quartile. Investors
continue to place more importance BBGL  37% 7 321% 6 282% 5  262% 3
on dividends paid by the banks given CAL 358% 8 326% 5 243% 7 19.7% 8
the lack of marketability and liquidity
associated with investing in these banks Stanbic  32.9% 9 30.7% 7 24.2% 8 15.9% 12

since many of them are not listed and
thus offering very limited or non-existent
capital appreciation form of returns to ABG 29.4% 11 211% 13 204% 11 8.6% 18
these investors.

GIB  30.9% 10 28.3% 11 27.1% 6 13.2% 15

BOA  25.8% 12 -3.5% 23 3.4% 22 -31.1% 23

UTB posted the highest dividend payout HFC 23% 13 222% 12 102% 19 13.4% 14

ratio of 97.6% in 2013 but did not pay

dividends in 2014. After managing a SG-GH 22.4% 14 18.8% 14 17.8% 12 15.2% 13

payout ratio of 4.5% last year, ADB RIS I L7 S R T oL/ S TV oL/ S 175% 11

went back to its non-dividend payment

mode that characterised its operations PBL  171% 16 14.7% 17 11.3% 17 17.5% 10
NIB 16.3% 1 13.5% 1 11.6% 16 % 1

2013. GTB, BBGL, SCG, EBG and GCB e ¥ o 1 - 2% Z

have consistently paid dividend over the UGL 14.9% 18 17.3% 15 17.5% 13 20.6% 7

PRIl  Darods  147% 19 149% 16 108% 18 41% 20

dividend after failing to do so in the last Baroda 14.7% 19 14.9% 16 10.8% 18 4.1% 20

three years. ADB 13.9% 20 28.7% 9 13.5% 15 19.1% 9

Even though the depreciation of the FABL 11.5% 21 6.7% 22 5.2% 20 2% 22

Ghana Cedi continues to erode the US N 11.1% 22 8.7% 19 0.2% 23 6.8% 19

dollar equivalent of the minimum capital

requirement of GHS60 million and impair UTB 7.9% 23 76% 20  16.3% 14

the capgcity of banks to underwrite large BSIC 5.7% 24 5.8% 24 50 21

transactions and thus prevent the banks

from huge dividend payment in order to FCPB 41% 25 7.6% 21 NA NA NA

preserve capital, the banks will continue
to find innovative ways to improve
profitability to be able to strike a fine
balance between retaining earnings for
capital preservation and reinvestments
and satisfying stakeholders’ expectations Industry 29.3%
of receiving dividends.

RBG -5.2% 26 NA NA NA NA
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In 2014, thirteen banks paid out dividends compared to ten in 2013. Total

dividends grew by GHS300 million compared to 2013.

Dividend payout ratio

2014 R
GTB 1 20.8%
2

R

9

4 7
6

2012 R R
13.3% 10  49.8% 3
9
4

UBA 42.5% 4 43.5% 34.5% 0% 10
EBG 40.7% 5 45.8% 3  38.6% 65.7% 2

SG-GH 40.2% 6 36.7% 5  44.1% 3 0% 10
Stanbic 26.8% V 0% 12 0% 3 0% 10

Fidelity 26.8% 10 6.6% 12 16.4%

GCB 10 23.6% 7  13.4% 9 111.2%
ABG 12.5% 12 0% 12 0% 13 0% 10
P 12.4%

13 3
14
14
14
14

0% 12 0% 1 0% 10

A
F

6
10
10

0% 14 0% 12 0% 13 0% 10

BL
UTB
DB
OA
GL
ZBL

BSIC 0% 14 0% 12 0% 13 0% 10
Baroda 0% 14 0% 12 0% 13 0% 10
NIB 0% 14 0% 12 0% 13 0% 10
FCPB 0% 14 0% 12 NA NA NA NA
GNB 0% 14 NA NA NA NA NA NA
RBG -62% 26 NA NA NA NA NA NA
UMB NA NA NA NA
EBL NA NA NA NA

Industry  31.1%
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Liquidity

Overall, there were few variations in the liquidity cover over deposits from prior
period in the banking industry.

Liquid funds/ total deposits

The banking industry’s liquidity cover

2014 R 2013 R 2012 R 2011 R . ’ )

to meet deposit remained unchanged in
Baroda 1.19 1 1.58 1 2.26 1 3.61 I8 2014. The primary reserve requirement
FBN 113 9 1.03 6 0.88 9 1.03 W was increased from 9% to 11% in April

2014 and subsequently, reduced in

November 2014 0 10%.

ZED L0 - L = 07t 7 SHEE S Baroda, FBN and FCPB had the highest
FABL 1.00 5 1.23 3 0.66 12 0.53 ikl level of liquidity in the industry. Borada’s

0.64 16 0.48 18 0.58 16 operating model, to a large extent,

remained the same. However, the
0.62 18 0.45 20 0.57 VA decline in the ratio of liquid funds to
total deposits is driven by increased loans

BOA 0.90
CAL 0.90

N | O

GCB 52 S O 2 0.82 2 e 2 and advances which grew from GHS49
BSIC 0.82 9 0.74 13 0.75 8 0.64 iIZ8  million in 2013 to GHS82.1 million in
GTB 0.81 10 0.90 7 0.85 4 1.12 3 2014.

GNB 0.79 11 0.00 26 0.00 24 0.00 wrd  FBN’s liquidity ratio of 1.13 was fuelled

by significant investments in placements
SCB 0.76 12 0.76 10 0.75 9 0.86 S with other banks. These investments are
HEC 0.76 13 0.80 8 0.60 13 0.70 ile)) relatively short term in nature and were
considered to be a stable investment
BBGL 0.71 14 0.74 12 0.78 6 0.81 8 avenue as the Bank concluded its
UBA 0.69 15 1.03 5 0.73 10 0.84 y4 takeover. FBN is not expected to sustain
the current levels of liquidity as the

NIB O I dis 2 b 19 0.44 21 entity pursues other investment options
EBG 0.62 17 0.62 17 0.67 11 0.68 11 post-acquisition.
ADB 0.62 18 0.57 19 0.58 15 0.50 %A For the third consecutive year, UTB had
Fidelity 0.60 19 0.55 20 0.57 16 0.65 'kl the lowest ratio in the industry. Its liquid
funds to total deposits ratio dropped to
ABG 0.56 20 0.64 15 0.86 3 1.13 21 0.26 from 0.30 in 2013. A large portion
Stanbic 0.52 21 0.66 14 0.59 14 0.63 I ofits deposits are still channelled to loans
and advances to customers. UTB’s total
Eeathl 050 22 038 22 055 WARNUEINEEE  liquid assets fell from GHS312.8 million
RBG 0.45 23 1.40 ) 0.00 24 0.00 bl to GHS308.4 million in 2014 despite a

15.5% increase in its deposits to GHS1.2
035 24 032 24 037 22 UEIRNEN  billion in 2014

0.53 2 057 = 0.58 2 048 20 RBG recorded the highest downward
0.26 26  0.30 25 0.27 23 0.37 PPNl trend in its liquid funds to deposit ratio
having declined from 1.40 in 2013 to
0.45 in 2014. As the Bank expands its
business operations, the tendency to
carry out more of the core banking
activity of lending is anticipated.

o
S =
> | >
> | >

IS IS |2 |&
=

zZ |z

Z\|Z

Al 4

> | >

zZ |z

o

=
fo)
o
o
o
9]

Industry

PwC 2015 Ghana Banking Survey 68



The industry’s liquid funds to total assets ratio reduced slightly to 0.46 in 2014

from 0.50in 2013.

Liquid Funds/Total Assets

|

2014 R 2013

0.60 4 0.88

RBG 0.27 24 0.69
GCB 0.64 0.61
0.62 0.61

BSIC 0.61
FABL 0.57 0.57
SCB 0.56 0.55
BBGL 0.56 0.55
Baroda 0.56 0.65
TB 0.55 0.64
0.55 10 0.00
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0.46 15 0.33

Fidelity 0.43 16 0.46 15
Stanbic 0.43 17 0.55 1

g
o

0.42 18 0.37

0.42 19 0.47 1
0.41 20 0.41 18

0.41 21 0.30

0.40 22 0.34 20
UGL 0.29 23 0.27 24
PBL 0.26 25 0.31 22 0.31

UTB 0.19 26 0.23
UMB NA

EBL NA

Industry

aQIN =

2 0.75 2

0.47 13

1 0.83 1
5 0.67 5

0.55 11 0.41 1
0.52 12 0.56 8
0.52 13 0.44 1
0.48 14 0.49 1
1 0.42 1

1 0.48 11 0.51 1

[FPB 052 13 044 16 000 24 000 24
[5G o048 14 049 12 053 10 055 m1
cAL 046 15 0838 a1 0 a1 042 16
[Fideliy 043 16 046 15 048 12 057 10
[Stanbic 043 17 055 1 o048 m 051 12

0.37 19

22 0.40 18

The industry’s liquid funds to total assets
ratio declined marginally to 0.48 from
0.50 in 2013. The industry on a whole
remained balanced with half of banks
exhibiting risk-averse strategies by
holding enough liquid assets to meet at
least 50% of customer deposit obligations
and the remaining half boosting their
loan portfolio in the face of intense
competition thereby reducing their liquid
funds to total assets ratio. Irrespective of
the strategy employed, the underlying
objective is to manage potential funding
mismatches and also provide a cushion
for unanticipated deposit obligations.

GCB improved its liquidity position
from 0.61 in 2013 to 0.64, making it
the bank with the highest liquid funds
to total assets ratio in the industry. The
proportion of the bank’s total assets
held in cash assets in 2014 was 20.4% as
against 10% in prior year.

BSIC recorded the highest upward
movement in liquid funds to total assets
ratio from 0.47 in 2013 to 0.61 in 2014.
The bank deposits from customers
increased by 66.2% moving from
GHS124.7 million in 2013 to GHS207.4
million in 2014. However, loans and
advances to customers increased by
26.9% with significant part of customer
deposits being invested in government
securities and placements with other
banks.

RBG’s liquid funds to total assets declined
significantly from 0.69 in 2013 to 0.27 in
2014 as the bank embarked upon more of
its core business activity of lending. The
bank’s loan book increased by 331.6% to
GHS245.9 million in 2014 from GHS57.0
million in 2013.
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Liquidity

There has been no major shift in the risk appetite of the industry.

FABL maintained its liquidity ratio at
0.57. The growth in the bank’s total
assets from GHS431.7 million in 2013
to GHS894.6 million in 2014 was fuelled
by an increase in its liquid assets. Cash
assets and investment in government
securities grew by GHS265.6 million, as
against a GHS187.2 million growth in its
loans and advances.

UTB, PBL and RBG registered a less than
40% liquidity cover. The focus for these
banks has consistently been to grow their
loan book for sustainable profitability.
With a 19%, 26% and 27% cover
respectively; these Banks may have dire
consequences in meeting their deposit
obligations in the event that the quality
of the loan book deteriorates.

The industry has consistently maintained
an above average liquidity ratio. There
was no major shift in the risk appetite of
the industry as the liquid funds to total
interest bearing liabilities ratio moved
from 0.62 in 2013 to 0.60 in 2014. Half of
the participating banks have ratios above
the industry average of 0.60 with 75%
having ratios above 0.50.

Baroda, GCB and BSIC recorded the
highest ratios in the industry due to the
low levels of borrowings held. SG-GH
on the other hand improved its position
from 0.38 in 2013 to 0.50 arising
from increased investments made in
government securities.

RBG’s ratio trended downward to 0.35
from 1.16 in 2013. The growth in the
bank’s loan book by 332% was funded
by its liquid assets and deposits from
customers. RBG’s interest bearing
liabilities increased by 103% and liquid
funds declined by 39%.

With a liquidity ratio of 0.22; UTB still
remains highly illiquid having increased
its interest bearing liabilities from
GHS1.2 billion in 2013 to GHS1.4 billion
in 2014, an increase of 19%. Its liquid
assets represent 20% and 23% of its total
assets in 2014 and 2013 respectively, and
actually decreased by 8% compared to
prior year.

Liquid funds/ total interest bearing liabilities

2014
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Measures taken on by the banks in the industry have helped to keep impairment
allowances to gross loans and advances at 4.9%; the lowest recorded over the last
four years.

Impairment allowance/ gross loans and advances
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Overtheyears, there hasbeen noteworthy
improvement in the quality of the loan
book in the industry. The industry’s
gross loan book grew by 40.9% between
2013 and 2014 increasing from GHS16.6
billionin 2013 to GHS23.4 billion in 2014.
Impairment allowance expressed as a
percentage of gross loans and advances
dropped from 6.3% in 2013 to 4.9% in
2014. It appears banks had strengthened
their credit origination, assessment,
monitoring, remedial and recovery
procedures. These steps have helped to
keep the impairment allowances to gross
loans and advances at 4.9%; the lowest
over the last four years.

Even though banks continue to clean
up their loan books and also equip their
recovery units to follow up on bad loans
and have been cautious in lending to
some sectors considered high risk, the
level of impairment charge in 2014 rather
almost tripled from GHS348 million in
2013 to GHS1.3 billion in 2014.

FBN, BOA and CAL showed improvement
in asset quality during the year as their
impairment allowance to gross loans and
advances ratio declined by 86%, 82%
and 58% respectively.

FBN appears to have improved the
quality of its loan portfolio. Its gross loan
book increased from GHS148 million
in 2013 to GHS160 million but its total
impairment allowance significantly
decreased by 86% from GHS28 million in
2013 to GHS4 million in 2014. It appears
the new owners are pursuing various
reorganisation strategies to “clean” the
loan book. Impairment charge declined
from GHS11 million in 2013 to GHS8
million in 2014, as a result of recoveries
made. BOA’s gross loan book decreased
by 7% from GHS376 million in 2013
to GHS352 million in 2014 and its
impairment allowance also decreased
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Cautious lending practices, coupled with the increasing average lending rate saw
the industry recording a stable profitable loan portfolio over the years.

from GHS38 million in 2013 to GHS13
million in 2014.

CAL grew its gross loans from GHS1
billion in 2013 to GHS1.4 billion without
necessarily experiencing a deterioration
of the loan book. It appears that the
write off of its non-performing loan
book in prior year had yielded positive
results. Recoveries were GHS79 million
in 2014 compared to GHS442 million in
2013. The Bank’s quest to “clean up” the
loan book led to a further write down
of GHS38 million non-performing in
2014 leading to a decline in impairment
allowance from GHS40 million in 2013
to GHS21 million in 2014.

SG-GH and SCB showed marked
deterioration in the impairment
allowance to gross loans and advances.
The ratio for SG-GH worsened from 5.5%
in 2013 to 9.4% in 2014 and that of SCB
increased from 4% in 2013 to 6.6% in
2014.

SG-GH has experienced consistent
growth in its loan book in the last four
years. The aggressive underwriting
may now have a toll on the operations
as unforeseen credit qualities of
some clusters begin to emerge. Total
impairment allowance increased from
GHS43 million in 2013 to GHS92 million
in 2014. Impairment charge increased by
130% from GHS16.8 million in 2013 to
GHS38.6 million in 2014.

SCB has seen stable growth in its loan
book in the last three years. The Bank
was re-segmented in 2014 into three
main client segments- Retail clients,
Commercial clients and Corporate and
Institutional clients. Corporate and
Institutional clients segment which
contributed about 76% of SCB’s profit
suffered significant impairment charge
in 2014 of GHS36 million out of the total

PwC

Loan portfolio profitability

2014 R 2013 R 2012 R 2011 R
38.2% 1 0% 26 0% 24 0% 24
35.4%

N

36.5% 2 0% 24 0% 24

31.3% 40.9% 1 39.7% 1 37.3%

|

22.9% PARZ) 3 12.1% 18 3.2% A

22.2%

wul

14.3% 13 16.1% 8 15.1% 12
20.8%
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18.9% 7  14.9% 11 24.5% 2
20.4%

~

15.9% 9 14.9% 12 12.4% 15
18.7%
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19.9% 5 16.8% 6 15.9% 10

0
O

17.2% 19.9% 4  12.3% 17 12% 16
17.1% 10 14.6% 12 12.9% 14 18.7% 5
16.9% 11 13.2% 16 0% 24 0% 24
16.5% 12 12.5% 19 11.3% 20 12.8% 14
15.8% 13 14.8% 11 21% 2 7.9% 22
15.4% 14 16.5% 8 18.6% 3 20.8%

NIB 15.2% 15 7.4% A VAL A 9.1% 20

PBL 15.2% 16 13.8% 15  14.9% 10  16.1% 9

Stanbic 15% 17 12% 20 12.3% 16 9.8% 19

BSIC 15% 18 7.6% 24 18.1% 5 19.8% 4
14.9% 19  10.8% 21 15.2%

UTB 14.3% 20 15.4% 10 16.7% 7 17% (¢

Fidelity 14.3% 21  19.6% 6 18.4% 4  13.9% 13

SCB 14.1% 22 14% 14 11.4% 19 10.4% 18
SG-GH 13.6% 23 12.7% 17  12.9% 15 16.8%

|

ZBL 11.3% 24 8.3% 23  10.4% 21  16.5%
BOA 11.2% 25 10.4% 22 10% 22 11% 17

FABL 7.4% 26 12.5% 18  12.9% 13 15.8% 11
UMB NA NA NA NA
EBL NA NA NA NA

Industry 16.5% 14.2% 13.4%
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of GHS49 million for the Bank. This is
an indication that despite the bank’s risk
management practices, the Corporate
and Institutional clients segment, which
caters for major corporate customers,
continues to be exposed to the shocks
from the stressed economic conditions
of the country. SCB’s total impairment
allowance increased from GHS47 million
in 2013 to GHS90 million in 2014.

Baroda, RBG and GNB have over the
years not experienced any significant
default in their loan portfolio. This is not
an unusual trend for start-up banks as
they begin to strengthen underwriting
practices. It appears these banks have
adopted extremely risk averse approach
to extending credits. Their lending
strategies are directed at few customers
whom they have good knowledge of.
They are also cautious with their branch
expansion efforts.

The industry has seen a stable profitable
loan portfolio over the years recording
the highest loan portfolio profitability of
16.5% in the last four years. Indications
are that many of the banks improved
their loan profitability mainly on the
back of cautious lending practices and
the increasing average lending rate.

NIB, BSIC and ADB showed marked
improvement in loan  portfolio
profitability ratio. GNB, a savings and
loans company prior to becoming a
bank in 2014, ranked highest in loan
profitability with a ratio of 38.2%.
FCPB had maintained second rank from
prior year. The loan profitability levels
of GNB and FCPB, both emanating
from Savings and Loans companies,
indicate that with enhanced discipline
in credit administration and monitoring,
the informal sector can be profitable.
However, the risk of default still remains
high with the informal sector.

NIB continues to focus on enhancing
its risk management and credit
administration and monitoring practices.
The result is an increase in gross loans
and advances from GHS603 million in
2013 to GHS806 million in 2014, an
increase in interest income from loans

PwC

and advances from GHS65 million in
2013 to GHS133 million in 2014 and
a decline in impairment charge from
GHS27 million in 2013 to GHS16 million
in 2014.

BSIC increased its interest income from
loans and advances by 38% whilst its
impairment charge reduced by 44%
leading to an increase in loan portfolio
profitability by 98% from 7.6% in 2013
to 15% in 2014.

Fidelity and FABL experienced a decline
in the loan profitability. Though interest
income from loans and advances of
Fidelity increased by 45% from GHS175
million in 2013 to GHS254 million in
2014, impairment charge increased by
82% from GHS17 million in 2013 to
GHS31 million in 2014 resulting from
acquisition of Procredit and the growth
in its loan book.

With the current economic conditions,
borrowers are likely to default when the
loans become due and this threatens
the profitability of the industry’s loan
portfolio going forward. That is to say,
with banks making conscious efforts to
sustain the decline in non-performing
loans, loan profitability is more likely
to improve in a stable macroeconomic
environment.
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List of participants

26 out of the 29 banks currently operating the country participated in this year’s
survey as listed in the table below.

Name of Bank Year of Majority Number of Chief Executive Officer (as at 30
Incorporation ownership Branches (asat June 2015)
30 June 2015)
Access Bank (Ghana) Limited 2008 Foreign 39 Mr. Dolapo Ogundimu
Agricultural Development Bank 1965 Local 82 Mr. Stephen Kpordzih
Limited

Guaranty Trust Bank (Ghana) 2004 Foreign 31
Limited
HFCBankGhanaL]m]ted ..................... 1990Fore1gn42 .....................................................................................................
Natlona]InvestmentBanklelted ..... 1963Loca1 ....................... 3 4 .....................................................................................................
PrudentlalBanklelted ....................... 1993Loca1 ....................... 3 1 .....................................................................................................
SocleteGenera]eGhanalelted ......... 1975Fore1gn .................. 3 7 .....................................................................................................
StanbchankGhanalelted ................ 1999Fore1gn .................. 2 6 .....................................................................................................
StandardcharteredBankGhana ........ 1896Fore1gn .................. 2 5 .....................................................................................................
Limited
TheRoyalBank ....................................... 2 011Loca1 ....................... 2 3 .....................................................................................................
UmtedBankforAfnca(Ghana) ........... 2 OO4Fore1gn .................. 2 6 .....................................................................................................
Limited
UmBank(Ghana)lelted .................... 1997Loca1 ....................... 3 5 .....................................................................................................
UmversalMerchantBankGhana ........ 1971Local ....................... 3 3 .....................................................................................................
Limited
Local ....................... 3 0 .....................................................................................................
Forelgn .................. 0 .......................................................................................................
F ...... n .................. 2 8 .....................................................................................................
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Capital adequacy ratio is the ratio of adjusted equity base
to risk adjusted asset base as required by the Bank of Ghana
(BoG)

Cash assets includes cash on hand, balances with the central
bank, money at call or short notice, and cheques in course of
collection and clearing

Cash ratio = (Total cash assets + Total liquid assets)/
(Total assets - Net book value of fixed assets - Investments in
subsidiaries and associated companies)

Cash tax rate = Actual tax paid/ Net operating income

Cost income ratio = Non-interest operating expenses/
Operating income

Current ratio = (Total assets - Net book value of fixed assets—
Investments in subsidiaries and associated companies)/ (Total
liabilities - Long term borrowings)

Dividend payout ratio = Proposed dividends /Net profit

Dividend per share = Proposed dividends/ Number of
ordinary shares outstanding

Earnings per share = After tax profits before proposed
profits/ Number of ordinary shares outstanding

Financial leverage ratio = Total assets/ common equity

Liquid assets includes cash assets and assets that are
relatively easier to convert to cash, e.g., investments in
government securities, quoted and unquoted debt and equity
investments, equity investments in subsidiaries and associated
companies

Loan loss provisions = (General and specific provisions for
bad debts + Interest in suspense)/ Gross loans and advances

Loan portfolio profitability = (Interest income
attributable to advances - Provisions for bad and doubtful
loans)/ Net loans and advances

Loan loss rate = Bad debt provisions/ Average operating
assets

Net book value per share = Total shareholder’s funds /
Number of ordinary shares outstanding

Net interest income = Total interest income - Total interest
expense

Net interest margin =
operating assets

Net interest income/ Average

Net operating income = Total operating income — Total non-
interest operating expenses + Depreciation and amortisation -
Loan loss adjustment + Exceptional credits

PwC

Glossary of key

financial terms,
equations and ratios

Net operating (or intermediation) margin = [(Total
interest income + Total non-interest operating revenue) /
Total operating assets] - [Total interest expense/ Total interest
bearing liabilities]

Net profit = Profit before tax - Income tax expense

Net spread = (Interest income from advances/ Net loans and
advances) - (Interest expense on deposits/ Total deposits)

Non-interest operating expenses include employee
related expenses, occupancy charges or rent, depreciation
and amortisation, directors’ emoluments, fees for professional
advice and services, publicity and marketing expenses

Non-interest operating revenue includes commissions
and fees, profit on exchange, dividends from investments and
other non-interest investment income, and bank and service
charges

Non-operating assets comprises net book value of fixed
assets (e.g., landed property, information technology
infrastructure, furniture and equipment, vehicles) and other
assets, including prepayments, sundry debtors and accounts
receivable

Operating assets include cash and liquid assets, loans and
advances, and any other asset that directly generates interest
or fee income

Profit after tax margin = Profit after tax/ Total operating
income

Profit before tax margin = Profit after extraordinary items
but before tax/ Total operating income

Quick (acid test) ratio = (Total cash assets + Total liquid
assets)/ (Total liabilities - Long term borrowings)

Return on assets = Profit after tax/ Average total assets

Return on equity = Profit after tax/ Average total
shareholders’ funds

Shareholders’ funds comprise paid-up stated capital,
income surplus, statutory reserves, capital surplus or
revaluation reserves

Total assets = Total operating assets + Total non-operating
assets

Total debt ratio = Total liabilities/ Total assets
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List of

Abbreviations

ABG
ADB
Baroda
BBGL
BOA
BOG
BSIC
CAL
CIR
CRM
DPS
EBG
EGL
EPS
FAML
FBL
FBN
FCPB
FNB
GCB
GDP
GNB
GSE
GSE-CI
GSE-FI
GTB
HFC
IBG
ICB

Access Bank (Ghana) Limited
Agricultural Development Bank Limited
Bank of Baroda Limited

Barclays Bank of Ghana Limited

Bank of Africa

Bank of Ghana

Sahel -Sahara Bank Limited

CAL Bank Limited

Cost Income Ratio

Customer Relationship Management
Dividend per share

Ecobank Ghana Limited

Energy Bank (Ghana) Limited
Earnings per share

First Atlantic Bank Limited

Fidelity Bank Ghana Limited

FBNBank Ghana Limited

First Capital Plus Bank Limited

First National Bank Limited

GCB Bank Limited

Gross Domestic Product

GN Bank Limited

Ghana Stock Exchange

Ghana Stock Exchange Composite Index
Ghana Stock Exchange Financial Index
Guaranty Trust Bank (Ghana) Limited
HFC Bank (Ghana) Limited
Intercontinental Bank Ghana Limited

International Commercial Bank Limited

IFRS
MBG
MPC
NDA
NFA
NGO
NIB
NIM
NOP
PAT
PBL
PBT
PwC
ROA
ROB
ROCE
ROE
SCB
SG-GH
SME
Stanbic
Telcos
TOR
TTB
UBA
UGL
UMB
UTB
ZBL

International Financial Reporting Standards
Merchant Bank Ghana Limited
Monetary Policy Committee

Net Domestic Assets

Net Foreign Assets

Non-Governmental Organisation
National Investment Bank Limited

Net Interest Margin

Net Open Position

Profit after tax

Prudential Bank Limited

Profit before tax
PricewaterhouseCoopers (Ghana) Limited
Return on assets

The Royal Bank Limited

Return on capital employed

Return on equity

Standard Chartered Bank Ghana Limited
Societe Generale Ghana Limited

Small and Medium Enterprise

Stanbic Bank Ghana Limited
Telecommunication companies

Tema Oil Refinery

The Trust Bank Limited

United Bank for Africa (Ghana) Limited
UniBank Ghana Limited

Universal Merchant Bank Ghana Limited
UT Bank Limited

Zenith Bank (Ghana) Limited
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Our Profile

A global presence

PwC is the world’s largest integrated
professional services organization.
Drawing on the knowledge and skills
of more than 195,000 people in 157
countries, PwC helps its clients solve
complex business problems and

Our network in Africa

The PwC network in Africa has member
firms in 32 countries with over 8,500
professional staff. We have the largest
footprint of all professional services
firms on the African continent.

We are proud that all our African firms
are locally-owned and that we are
committed to the development and
prosperity of the African people and
economies.

measurably enhance their ability to
build value, manage risk and improve
performance. PwC provides a full range of
business and financial advisory services
to leading global, national and local
companies and to public institutions.

PwWC offices ...

From these strategically located member
firms, professionals provide a range of
professional business advisory services to
the public and private sectors throughout
the continent.

All African member firms are committed
to the development and prosperity of
the African people and economies.
Our local capability and network of
available expertise is a key qualification
for providing clients with services of the
highest standard.
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Our presence in Ghana

PwC is one of the largest professional
services firms in Ghana. With over
300 employees and ten directors/
partners, we provide audit, assurance,
tax and advisory services to our
clients. The Ghanaian firm, which is
a member of the network of firms of
PwC, has unrestrained access to the
global network’s vast resource base of

proprietary knowledge, methodologies
and experience. Our clients and their
needs are increasingly more diverse and
complex than ever, but with our collective
knowledge, resources and professional
expertise, and continuing membership in
PwC’s global network of member firms,
the Ghanaian firm continues to deliver
quality service in accordance with the
international professional standards of
the PwC network.

o
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Sah

Cape Verde
N

Sene|

Gambi

Guinea Bissall
Sierra Leo.

Libe

B PwC member firms

Il For services in these territories
please contact a neighbouring territory

PwC

Cote
D’lvoire!

Equatorial Guineam®) ,
Democratic

Republic
of Congo

Africa

Over the years, PwC has been trusted
advisor to the Government of Ghana
in many areas of the country’s socio-
economy, including the transportation
sector. We also play an active part in
supporting the private sector to operate
effectively, by advising investors in
various areas including company
formation, tax planning, human
resource management and international
assignments.

Seychelles

Tanzania L9

Comores
+Mayotte

Mauritius
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Our Services

Our service offerings have been organised into three core Lines of Services, with
highly qualified, experienced professionals, bringing industry specific experience

and focus. The figure below summarises our key service offerings.

Assurance

We are the world’s leading global
network of audit and assurance
firms. We assist companies
improve their corporate reporting
and provide assurance that

their systems are operating

effectively within a well-controlled

environment.

Our audit and assurance

services include:

* Assistance in capital market
transactions

Corporate reporting
improvement

Financial statement audit
IFRS reporting

Independence controls &
systems process assurance

Regulatory compliance and
reporting

Sarbanes-Oxley compliance
reporting

We are a global leader in tax
services. We assist businesses in
assessing their tax obligations
across multiple international
jurisdictions. In addition we have
dedicated corporate services
experts who assist companies
with local legal requirement in the
jurisdictions where we operate.

Our tax services include:

Compliance and tax audit
support

International assignments
Merges and acquisitions
Tax reporting

Tax strategy and
implementation

Tax structuring

Tax training

Our corporate advisory
services include:

Assistance with the registration
Company secretariat services
Immigration services

Intellectual property advisory
services

International investment
advisory services

Regulatory compliance services

Advisory

Our Advisory practice includes
consulting and deal advisory
teams. PwC is well-known in the
market place for our knowledge
and experience in all types of fi
nancial transactions. Our focus

is on long-term returns form the
entire deal spectrum, from strategy
development and evaluation to post
acquisition integration.

Our deals advisory
services include:

Corporate finance, including
mergers & acquisitions

Project Finance
Infrastructure
Transaction services
Valuation and strategy
Debt advisory

Business recovery services
(insolvency, receiverships,
business reviews)

Dispute analysis &
investigations (including
forensic audits)

Our consulting services
include:

Governance, risk and
compliance

Finance

Technology

Operation

People and Change
Strategy

Fraud Risk and Forensic

Sustainability and Climate
Change
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PwC Ghana Business School

For PwC, developing people and
sharing knowledge are central to
how we do business. We believe
it is pivotal to the achievement
of growth in our firm, our clients’
businesses, industries and the
broader economy.

The focus of PwC’s Business
School is to:

Enhance the skills of our
people;

Provide relevant
development offerings to our
clients;

Contribute to our profession;
and

Help uplift the communities
we are embedded in.

PwC’s Business School is not a
traditional learning institution.

Due to our deep experience
within our industry and our
knowledge of our clients and the
industries in which they operate,
we are subject matter experts

in a variety of areas. PwC’s
Business School is focused on
delivering relevant learning and
development solutions based on
this knowledge.

For more information on the
Business School please visit our
website www.pwc.com/gh/
business-school
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Our Leadership

Vish Ashiagbor

Country Senior Partner
vish.ashiagbor@gh.pwc.com

Sarah-Mary Frimpong

Partner, Assurance
sarah-mary.frimpong@gh.pwc.com

Michael Asiedu-Antwi Ayesha Bedwei

Partner, Tax
ayesha.a.bedwei@gh.pwc.com

Partner, Assurance Leader
michael.asiedu-antwi@gh.pwc.com

‘ ‘ George Kwatia George Arhin

Partner, Tax Leader
george.kwatia@gh.pwc.com

Partner, Assurance
george.k.arhin@gh.pwc.com

|

Oseini Amui Nelson B. Opoku

Partner, Internal Firm Services
nelson.b.opoku@gh.pwc.com

Partner, Assurance
oseini.x.amui@gh.pwc.com

Maxwell Darkwa Eric Nana Nipah

Partner, Assurance
maxwell.darkwa@gh.pwc.com

Partner, Advisory Leader
eric.nipah@ gh.pwc.com
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www.pwc.com/gh

Contact us:

Accra

No. 12 Airport City

Una Home 3rd Floor
PMB CT42 Cantonments
Accra, Ghana

Tel: +233 30 276 1500
Fax: +233 30 276 1544
www.pwc.com/gh

Takoradi

Plot No. 51, Airport Ridge
P.O. Box TD 274
Takoradi, Ghana

Tel: +233 31 202 8416
Fax: +233 31 202 8410
www.pwc.com/gh

Sierra Leone Offi ce

Mark Appleby

No. 2 MIK Drive,

Off Barrack Road, Murray Town
Freetown, Sierra Leone

Tel: +232 (0) 78361701
www.pwc.com/gh

Liberia

Taweh Jefferson Veikai
PricewaterhouseCoopers (Liberia) LLC
First Merchant Building, 1st Floor Rear
43 Broad Street, Monrovia, Liberia

Tel: +231 (0) 888 999 555
Email: taweh.jefferson.veikai@Ir.pwc.com

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act
upon the information contained in this publication without obtaining specifi c professional advice. No representation or warranty (express or implied) is
given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, PricewaterhouseCoopers
(Ghana) Ltd, its members, employees and agents do not accept or assume any liability, responsibility or duty of care for any consequences of you or
anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based on it.

© 2015 PricewaterhouseCoopers (Ghana) Limited. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers (Ghana) Limited
which is a member firm of PricewaterhouseCoopers International Limited, each member fi rm of which is a separate legal entity.



