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In a short space of
two years, Arise
has cemented its
position as a leading
local investment
and development
partner.

2. Foreword from the
Supervisory Board
Acknowledging a successful second year of
operations
economic growth, strengthen rural development and
alleviate poverty.

Arise’s second year of operations has seen it deepen its
impact on the African financial sector, by adding value to
its partner banks and the African continent. As Arise writes
the next chapter in its story, the Supervisory Board would
like to congratulate the organisation on its achievements
in the year under review. The board is pleased with the
2018 performance of Arise and how the business has
sustained and built on the momentum of last year’s
investment foundations.

Arise was created by its shareholders – Norfund,
NorFinance, FMO and Rabobank – with the primary
intention of contributing to the economic growth of
Sub-Saharan Africa through increasing financial inclusion
and employment off the platform of a sustainable African
financial services sector. Since its February 2017 launch,
Arise has proven that the confidence placed in it by its
shareholders has been well invested.

In the short space of two years, Arise has cemented its
position as a leading local investment and development
partner and a trusted ally for independent Financial
Service Providers (FSPs) in Sub-Saharan Africa. Despite
the unique challenges Africa poses and tough economic
conditions across the continent, Arise has managed to
grow its investment portfolio for its shareholders through
carefully considered mergers and acquisitions, as well
as meticulously planned and executed collaborations –
including the increasingly important area of Environmental,
Social and Governance (ESG).

The board would like to commend the Arise team on their
achievements in 2018. We have every confidence that
Arise will continue to grow in strength and influence in
2019 and the coming years, making good on its promise
to build Africa’s local prosperity.
Arise Supervisory Board

Arise’s ability to realise its business objectives has, in
turn, delivered satisfactory impact on its partner banks,
enhancing their socio-economic impact in Africa by putting
in place inclusive financial systems which contribute to
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Arise Supervisory Board from left to right: Erik Sandersen, Linda Broekhuizen, Katrine Trovik and Berry Marttin
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Despite a challenging
economic backdrop,
Arise has credibly
delivered on its
core mandate of
contributing to
economic growth,
job creation and
poverty reduction.

3. Review by the
Chief Executive Officer
Building on solid foundations to add
significant value to our partnerships

management and IT teams to streamline and enhance
the retail customer experience.

Our second operational year has seen Arise build on the
strong forward momentum created in 2017. Internally,
Arise consolidated its investment systems and processes
while filling key positions to ensure that a skilled team
is in place to deliver on our mission to invest in Africa’s
local prosperity. Externally, this enabled us to deliver
substantial added value to our partner banks during
the year, which in turn ensured we strengthened our
core business mandate to promote financial inclusion,
strengthen rural development, alleviate poverty and
advance socio-economic empowerment and growth on
the African continent.

Corporate governance and risk management systems
are also important areas on which the board places a
strong emphasis. Arise is committed to ensuring that
the organisation’s affairs are managed in an ethical,
transparent and responsible manner, while also taking
into consideration appropriate risk parameters. To this
end, we are pleased to report that Arise enhanced its risk
management framework. In addition, Arise also provided
corporate governance support to its partner banks
through assisting them to recruit suitable candidates for
their respective boards.

Expanding our dynamic team to support our
investment in African prosperity

From a partner bank perspective 2018 was the year that
we made significant inroads in terms of delivering value
and ensuring that our partner banks evolve into strong
sustainable entities. A key focus for Arise was on forging
deeper relationships with our respective partner banks
and adding value across every facet of their business
to enhance efficiencies and advance their business
objectives. Arise added value by providing assistance with
banking development, ESG, corporate governance, risk
management, investment and communications. Highlights
included the banking development and innovation support
that Arise delivered across its investment portfolio. The
banking development team also worked closely with
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During the period under review, we appointed experts
to key strategic posts focused on investment, banking
development and ESG. With these appointments, Arise
was able to further enhance the value of its service
offerings to its partner banks. Working with Arise’s
investment portfolio monitoring system also enables the
Arise team to proactively monitor its investment portfolio.
Arise is committed to partnering with local Financial
Service Providers (FSPs) to help them become industry
leaders in their respective markets, while at the same time
contributing to the economic growth potential of Africa.
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In 2018 Arise made
great strides in
terms of fulfilling its
business mandate of
promoting financial
inclusion through
partnering with
sustainable financial
service providers in
Africa.

A key investment highlight in 2018 was the acquisition of a
minority stake in Moza Banco, a local bank in Mozambique,
which allowed Arise to expand its investment footprint on
the continent.

Another service Arise offers is access to international
shareholder networks and expertise. A key highlight for
2018 was the 2nd Annual Arise Conference, which was
hosted in Cape Town in February last year. This two-day
event, themed Banking in 2030, explored the future of
banks and attracted a diverse local and international
audience. Delegates gained valuable insight into
how financial institutions will need to future-fit their
organisations to remain relevant in the future. The second
day of the conference was dedicated to our partner banks
and several CEOs presented their long-term digitisation
plans for 2030. The Arise conference, which is an annual
event, provides an ideal platform for knowledge exchange
and information sharing amongst our partner banks,
shareholders and stakeholders in the financial services
sector.

Aligned to our mandate of promoting financial inclusion
and stimulating economic development, we took a
decision to consolidate BTM, one of our existing partner
banks in Mozambique, with Moza Banco to create a
larger combined entity with the potential to become one
of the leading banks in the country. This new entity will
be favourably positioned to serve Mozambicans and
increase access to finance, thereby advancing financial
inclusion. A strategic priority for Arise in 2019 will be to
ensure a seamless integration of these two banks into a
consolidated entity.
Arise believes in the investment potential of the African
continent and we have established a robust investment
pipeline. A key focus for Arise in the future will be to invest
in West Africa and to diversify its investment into different
asset classes such as fintech and insurance. To this end
the investment team has executed various fact-finding
missions to Burkina Faso, Cameroon, Côte d’Ivoire and
Gabon.

Continuously improving our financial
performance
Arise once again met shareholder expectations, despite
challenging conditions in most of the countries where our
partner banks operate. A range of factors makes investing
in Africa demanding: foreign currency shortages and
volatility; fiscal deficits; unsustainable government lending;
under-developed capital markets; over-regulation; political
instability; single commodity economies; and a variety of
other macroeconomic challenges. 2018 was therefore not
an easy year to do business in Africa. However, through
our proven commitment to partnering to add value, Arise
has continued to play a pivotal role in contributing to
a sustainable financial services sector on the African
continent. Furthermore, in the face of these substantial
challenges, Arise was able to grow its combined asset
portfolio from USD 694,6mn to USD 749,5mn. Arise aims

Deepening insights and knowledge exchange
A strategic imperative for the investment team was to
thoroughly understand the unique market challenges that
the African continent holds. During 2018 the team visited
several countries to gain first-hand insight into the market
conditions in which our partner banks operate and the
challenges they face. These site visits allowed us to tailor
our service offerings across our investment portfolio to
meet the unique needs of each of our respective partner
banks, thereby enhancing our value proposition.
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3. Review by the Chief Executive Officer (continued)

to grow its investment portfolio in excess of USD 1bn in
the next few years.
In 2018 the organisation’s profit increased from
USD 53,2mn to USD 67,4mn. Arise also made a capital
call for USD 10mn from its shareholders to support the
investment in Moza Banco. In addition, Arise received a
total of USD 22mn in dividends from its partner banks.
Arise’s successes since inception have resulted in a first
shareholder dividend being paid to its shareholders.

Extending our
stakeholders

appreciation

to

our

This is my second year as the CEO of Arise and, as before,
none of the above would be possible without the support
of our shareholders and Supervisory Board. I would
like to extend my thanks and appreciation to Norfund,
NorFinance, FMO and Rabo Partnerships for their ongoing
confidence in Arise. Thank you for your support and
encouragement over the past financial year.
I would also like to thank the exceptional Arise team for
the vital role they have played and continue to play in
helping Arise realise its vision of investing in Africa’s local
prosperity, promoting financial inclusion and supporting
the economic growth of Sub-Saharan Africa. As our team
grows I am convinced our service to our partners and our
shareholders will grow with it.
Lastly, my sincere thanks and appreciation to Arise’s
partner banks, who are the reason we exist. Thank you
for allowing us to collaborate and partner with you in
unlocking Africa’s economic potential. We look forward
to being part of your business journey and collectively
contributing to a robust and sustainable African financial
services sector for many years to come. In so doing, you
are not only contributing to empowering communities in
your countries, but also to the growth and prosperity of
the continent.

Deepak Malik
Chief Executive Officer
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Arise’s successes
since inception have
resulted in a first
shareholder dividend
being paid to its
shareholders.
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4. Organisational Overview
4.1 About Arise
Who we are
Arise is a leading African investment company backed
by reputable cornerstone investors, namely Norfund,
NorFinance, FMO and Rabo Partnerships. We partner
with sustainable locally-owned financial service
providers in Sub- Saharan Africa to help them become
industry leaders in their respective markets. Our indepth local knowledge, minority shareholding and
hands-on approach provide them with the support they
need to become financially sustainable and a strong
contributor to the local economy in terms of stimulating
economic growth and job creation.
We aim to contribute to the economic growth potential
of Africa, whilst at the same time achieving longterm investment returns that exceed stakeholder
expectations. It’s our way of making a lasting, positive
difference to the people, businesses and communities
of Africa.
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Our Vision
To contribute to economic growth in Sub-Saharan Africa and the prosperity of its people, through
increasing financial inclusion and employment, strengthening rural development and alleviating
poverty.

Our Mission
• By building strong, operationally sustainable Financial Service Providers (FSPs), we aim to have
a positive impact in Africa and achieve long-term market returns that go beyond stakeholder
expectations.
• We aim to become the leading and most trusted local investment and development partner for
independent financial service providers in Sub-Saharan Africa.
• We will achieve this by taking a long-term view that appeals to a broader investor base.

Our Values
Our values are at the heart of our business and inform our mission and vision. Every decision
we make and action we take is aligned to these core philosophies. It’s what makes us unique
and capable of achieving great things.
We are considerate − Africa is a business landscape founded on relationships and connections.
This means getting to know our partners and finding out how we can work together to achieve
our mutual goals. We care about others and the impact our actions have on our stakeholders.
It’s not just about what we do, it’s the spirit in which we do it.
We are dynamic − We don’t just dream, we do. We roll up our sleeves and get involved. We
know the only way to make a real difference is to act. We strive to be solution orientated and
not bureaucratic. Decisive, agile and energetic, we’re committed to growing local prosperity
and building a legacy.
We are optimistic − The opposite of short-term isn’t long-term. It’s being optimistic. We see
possibilities everywhere. It’s in the people we partner with, the businesses we support and the
communities we work in. We’re excited about the future of Africa and the success that lies ahead.
We are ethical − We engage in ethical, responsible financial practices. This means being diligent,
thoughtful and informed. We hold people’s futures in our hands and we act in a way that respects
this. We care about a world wherein the environment, the rights of people and good governance
are respected.

< Back to Contents Page
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4. Organisational Overview (continued)

4.2 Shareholder structure and governance
Arise is supported by strong and established shareholders: Norfund, NorFinance, FMO and Rabo Partnerships.

49,8%

100%

Rabo
Partnerships

33,1%

NorFinance

14,9%

27%

25%

48%

NorFinance is a joint venture investment company between Norfund and Norwegian private investors. NorFinance
is an initiative by Norfund to mobilise private Norwegian capital for financial service providers in Sub-Saharan Africa.
The shareholder structure remained unchanged in 2018. Arise B.V. continues to have four shareholders.
Shareholders Arise B.V.

Number of
Shares

Percentage
(rounded)

Norfund

33 088 018

33%

Nederlandse Financierings-Maatschappij voor Ontwikkelingslanden (FMO) N.V.

27 000 001

27%

Rabo Partnerships B.V.

24 999 999

25%

14 911 982

15%

100 000 000

100%

NorFinance SA
Total
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Arise is governed by a two-tier board structure with a Supervisory Board (SB) and a Management Board (MB). The
composition of the SB reflects the shareholder base of Arise B.V. For every 20% shareholding, a shareholder is entitled to
one board position. The SB is chaired by an independent chairman and selects and nominates the MB, which is appointed
by the shareholders. The SB oversees the management of Arise, while the MB is responsible for the daily operations of
the company.
The Asset Management Committee (AMC) was appointed by the SB to oversee acquisitions and disposals of investments
in portfolio companies. The AMC functions as an independent committee, but can only exercise powers that are explicitly
attributed or delegated to it by the SB. The primary role of the AMC is to ensure the integrity of the investment and
divestment activities of Arise.

Supervisory Board
The SB met six times during the reporting period. On 28 February 2018 the independent chairman of the SB,
Mr Nhlanhla Nene, resigned due to his acceptance of the position of Minister of Finance of South Africa and his position
remained vacant during 2018. Mr Nene was reappointed as the chairman of the SB on 1 March 2019. Furthermore, on
1 April 2018, Mr Jurgen Rigterink, who was nominated by FMO, resigned and Mrs Linda Broekhuizen was appointed in his place on
8 May 2018. Mr Kjell Roland, who acted as an interim chairman of the SB after the resignation of Mr Nene, left office on
5 December 2018 and Mr Erik Sandersen was appointed in his place on 17 December 2018.
Supervisory Board Arise B.V.
Name
M. N. Nene
B. Marttin
J. Rigterink
K. Roland
K. Trovik
L. Broekhuizen
E. Sandersen

Nationality
South African
Brazilian/Dutch
German
Norwegian
Norwegian
Dutch
Norwegian

Function
Non-executive Director/Chairman
Non-executive Director
Non-executive Director
Non-executive Director
Non-executive Director
Non-executive Director
Non-executive Director

Date of Appointment
1 March 2019
31 August 2016
31 August 2016*
31 August 2016*
2 February 2017
8 May 2018
17 December 2018

*Resigned during 2018

Management Board
There were no changes to the MB during the period under review.
Management Board Arise B.V.
Name
Nationality
Function
D. Malik
Indian
Executive Director/CEO
M. ‘t Lam
Dutch
Executive Director/CFRO
The MB of Arise B.V. held six statutory meetings during the year.

Date of Appointment
31 August 2016
31 August 2016

Asset Management Committee
The AMC consists of five members and is chaired by an independent chairman. Nomination rights for AMC members are
dependent on the percentage shareholding. The composition of the AMC did not change in 2018.
Asset Management Committee Arise B.V.
Name
Nationality
G. Tipper
South African
R. Janse
Dutch
H. Schram Stokke
Norwegian
Ø. Solvang
Norwegian
M. van Adrighem
Dutch
The AMC met four times in 2018.
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Member/Chairman
Member
Member
Member
Member
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Date of Appointment
1 July 2017
2 February 2017
2 February 2017
2 February 2017
2 February 2017
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4. Organisational Overview (continued)
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Arise currently has minority stakes in nine financial
institutions that benefit from its support. These range
across the continent of Africa from East to West and
currently include investments in financial service providers
in Ghana, Kenya, Mozambique, Rwanda, Tanzania,
Uganda, Zambia and Zimbabwe.

4.3 Investment portfolio in Africa
Each of our partner banks gets the full benefit of our
extensive expertise and active involvement in their
businesses. This includes best practice advice and
information on risk management, governance, technology,
regulatory guidelines and technical assistance. In addition,
our partner banks can tap into the expertise and resources
of both our shareholder and partner networks, both of
whom have a wealth of experience to share in terms of
global financial services practice and guidance specific to
the continent of Africa.

Below is a snapshot of our investment portfolio in Africa,
together with a list of our partner banks.

South Sudan

Ghana

Direct investments
•
•
•
•
•
•
•
•
•

BPR, Rwanda
CalBank, Ghana
dfcu Bank, Uganda
Equity Bank, Kenya
Moza Banco, Mozambique
NMB Bank, Tanzania
NMBZ, Zimbabwe
Socremo, Mozambique
Zanaco, Zambia

Uganda

Tanzania

Zambia

Indirect investments
(Equity Bank)
•
•
•
•
•

Mozambique

DRC
Tanzania
Rwanda
Uganda
South Sudan

Zimbabwe

Please note that the share transfer
for NMB Bank at the time of writing
this report was still pending approval.
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Kenya

Rwanda
Democratic Republic
of Congo

South
South Africa
Africa
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A vital ingredient
in business success
is having the right
people in the right
jobs, supported by a
tangible commitment
to developing those
people professionally
and personally.

5. Organisational
Highlights
5.1 Investing in people

5.1.2 Fostering a culture of learning and
development

5.1.1 Growing the talent pool for Arise and
our partner banks

A vital ingredient in business success is having the
right people in the right jobs, supported by a tangible
commitment to developing those people professionally
and personally. Arise believes in accelerating employees’
professional and personal development and investing
in skills development so that its team enjoys every
opportunity to forge the career paths they desire.

Recruitment of key staff and partner bank board
representatives were a strategic imperative for 2018 and
significant progress was made in this regard.
During the period under review key strategic Arise
positions were filled. These included the appointment
of the Environmental, Social and Governance (ESG)
Specialist in January and the Director of Banking and
Innovation in April. Through these key roles Arise will
add significant value to its partner banks and deliver on
its business mandate. To further advance our banking
development expertise, we are in the process of recruiting
a Head of Banking Development. This position will play an
integral role in helping our partner banks to future-fit their
organisations for sustainable growth.

This commitment was reflected in the focused training
initiatives Arise offered its team in the year under review.
Training programmes were rolled out to the organisation
as a whole, together with individual training plans, which
represent each employee’s learning goals for the current
year and beyond.
A key focus for 2018 was enhancing our sustainability
training and during the year core staff underwent a twoday ESG Masterclass, which was a training collaboration
between Arise and FMO. In January 2018, the Investment
Team also completed a financial modelling course offered
by Fitch, global leaders in delivering specialised technical
training to the financial community. The training was
conducted over the course of one week and covered
finance in emerging markets and bank modelling. In
addition, several investment team members attended a
training session hosted by the Global Business Academy
for Women.

In addition to the Arise appointments, key board
representatives were appointed to the various partner
bank boards.

Operations Report 2018
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Lorien Gamaroff of Bankymoon unpacked the role of
blockchain and cryptocurrencies and how they are set to
influence banking in the future.

5.1.3 Delivering success through strategic
team building
The ability of Arise to deliver on its business mandate is
the direct consequence of our continued focus on moving
towards our vision through a single-minded strategic
approach. To make sure we do just that, we revisited
our three-year business strategy during the past year to
ensure that it is still relevant, effective and fully aligned
with the objectives of our shareholders. As part of this
process, we held the second Arise Strategy Workshop in
Rotterdam in September 2018. The goal of the session was
to redefine the Arise 2020 Business Plan, incorporating
the skills and focus areas of each employee to ensure that
Arise delivers on its business objectives. The session also
offered employees the opportunity to engage in teambuilding activities aimed at realigning the organisation to
its core values.

Other key highlights included the interactive panel
discussion with Dr Denny Kalyalya, the Governor of the
Central Bank of Zambia and Dr James Mwangi, CEO of
Equity Group in Kenya. Also, food for thought were the
insightful presentations from Arise’s partner banks on
how they plan to future-fit their banks for 2030. Delegates
gained insight into the future digitisation plans for CalBank
(Ghana), dfcu Bank (Uganda), Equity Bank (Kenya),
NMB Bank (Tanzania), and Zanaco (Zambia).

CLICK HERE
To view the highlights video
5.2.2 Women in Leadership Business Forum:
Bridging the gender gap in accessing finance

5.2 Stakeholder engagement
and brand-building across the
continent

Arise is committed to advancing the financial inclusion of
women on the continent and was proud to partner with
FMO, Norfund, FutureWomenX and the Bank of Zambia in
hosting a Female Focus on Financial Inclusion Journey in
May in Zambia. The aim of this initiative was to provide a
platform for women across the financial spectrum to share
how financial inclusion for women can be advanced through
collaboration and partnership. The four-day programme
was designed to promote female leadership and featured
co-creation sessions on how female entrepreneurs can
access finance and financial services.

Arise is committed to building financially sound and socially
responsible financial service providers that have a positive
impact on society, as well as contribute to advancing socioeconomic growth in their countries. What differentiates
Arise from other investment companies is our long-term
investment philosophy and our commitment to sustainable
value creation in conjunction with our partner banks.

Nearly 30 women, ranging from local entrepreneurs
to financial services professionals, attended the event.
Highlights of the programme included the Trusted Dialogue
Dinner hosted by the National Minister of Finance and the
business pitch event, where entrepreneurs were given
the chance to pitch their business models to leading
players in the financial services sector. Arise is committed
to addressing the gender disparity in the banking sector
and to promoting female financial inclusion throughout its
portfolio and was proud to be a partner in this event.

During 2018 significant progress was made in terms of
building the Arise brand and positioning the organisation
as a long-term investment partner. The following brandbuilding initiatives were executed during the period under
review.

5.2.1 The 2nd Annual Arise Conference:
Banking in 2030
Adapt or Die – The future of financial institutions in 2030
was the theme for the 2nd Annual Arise Conference, which
was hosted in Cape Town during February 2018. This
event, which attracted more than 100 industry roleplayers
and thought leaders from across the globe and African
continent, explored the future of financial institutions over
the next decade up to 2030. A major topic of discussion
was whether banks would cease to exist with the advent
of new technology and fintech solutions.

CLICK HERE
To view the highlights video
5.2.3 Agri Finance Conference: Creating
shared value along the food supply chain in
Africa
Arise also partnered with Rabobank and FMO on hosting
an Agribusiness conference, which was aimed at creating
shared value along the food supply chain in Africa. This
event was held in June 2018 in Nairobi, Kenya and attracted
in excess of 100 delegates from across the African continent.
The conference explored how to make farming more
bankable and how mobile technology, machine learning
and remote sensing can be used to deliver customised
services and advance climate-smart agriculture and food
security.

The conference commenced with an overview of the Arise
business journey and a high-level presentation of the
organisation’s strategic objectives with a horizon of 2030. A
key highlight of the conference was the impressive speaker
line-up, which included a keynote address by the former
CEO of First National Bank, Michael Jordaan, on the role
of technology and innovation in banking. Delegates also
gained greater insight into how the banking landscape may
change by 2030 and how blockchain and cryptocurrencies
are set to disrupt traditional banking. Blockchain experts
Farzam Ehsani, formerly from Rand Merchant Bank, and
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5. Organisational Highlights (continued)
depreciating currencies against its reporting currency,
influencing the value of its partner bank investments and
income. In the year under review, Arise secured sufficient
capital commitments from its shareholders to support new
investments and further development of the portfolio in
2019.

5.2.4 Sharing partner bank stories:
Showcasing financial inclusion in action
During the year under review Arise collaborated with
CalBank, dfcu Bank, Equity Bank, NMB Bank and Zanaco
to produce several multimedia videos and case studies
on how these banks are contributing to African local
prosperity through their operations and initiatives. The
interactive videos focused on Zanaco’s Agency Banking
Model, Farmer Finance at Equity Bank and the NMB
Women in Business initiative. The case studies focused
on CalBank’s sustainable new head office, the success of
dfcu Bank’s Women in Business (WIB) programme and the
award-winning financial literacy programmes at Zanaco.
These partner bank achievements speak directly to Arise’s
business mandate and showcase the power of effective
collaboration in advancing economic development,
empowering communities and affecting change.

5.4 Environmental, Social and
Governance (ESG) goals –
strengthening sustainable and
responsible banking
Our sustainable and responsible investment approach
explores how we, through our investments in the African
financial services sector, can contribute to investing in
Africa’s local prosperity through advancing economic
growth, job creation, rural development and poverty
reduction. We believe these important socio-economic
objectives must be matched by an equally visible and
sustainable commitment to the environment and society
as a whole.

In 2019 our strategic focus will be on further enhancing
brand awareness of Arise through showcasing partner
bank success stories, including the impact they have in
their respective countries and how this is aligned to Arise’s
mission.

The definition we use for sustainable development is
“achieving economic growth, environmental protection and
social progress at the same time”. We link this approach to
the United Nations Sustainable Development Goals (UN
SDGs), which we fully support and endorse, aligning them
to our business ethos, model and mandate.

CLICK HERE
Zanaco Video
CLICK HERE
Equity Bank Video

The ESG objectives below are designed to ensure that
Arise delivers on its mandate through promoting financial
inclusion and empowering the communities in which it
operates. They are:

CLICK HERE
NMB Bank Video

• To enhance effective ESG risk management systems to
manage the most material Environmental & Social (E&S)
risks and increase the impact of Arise’s investments

5.3 Risk management

• To develop an ESG baseline reporting framework for all
partner banks to measure their ESG performance

Arise takes a holistic and forward-looking view of the risks
the organisation faces by continually assessing current and
emerging risks. In 2018 Arise continued to perform quarterly
risk assessments, both for individual partner banks and for
the organisation. Arise evaluated the risk management
framework to enhance risk identification and mitigation.
Arise’s key risks and challenges are inextricably linked to
the nature of its business. The Arise mission and mandate is
to be a strategic minority equity investor, which allows Arise
to exercise significant influence over its partner banks, but
not control. A strong reliance is therefore placed on board
representatives to ensure that partner banks comply with
their respective local rules and regulations and that they
do not deviate from their business strategies.

• To further support ESG compliance in the financial
institutions in which Arise has invested.
These Arise ESG impact goals are aligned to the
strategic business objectives of the organisation. They
also complement the UN SDG goals adopted by our
shareholders and are focused on the following specific
SDGs, which guide Arise’s development impact strategy.

SDG #1: No Poverty speaks directly to our ambition to
contribute to poverty alleviation through promoting financial
inclusion and equal rights to economic resources, collateral
and technology through our support of the financial sector.

SDG #2: Zero Hunger was chosen as we believe that

Africa has a unique business climate and in 2018 Arise’s
portfolio faced challenges relating to local political unrest
and macroeconomic downturns, which affected the
exchange rates and in some cases the performance of
our partner banks. In addition, Arise was confronted with
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through our banking network we can encourage the
financing of smallholder farmers, thereby increasing their
productivity and income, as well as contributing to food
security in their respective countries.
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can demonstrate an ESMS, Arise will review the system
and its implementation capacity and benchmark it against
global best practice. It is essential that an ESMS considers
risk appraisals and monitoring mechanisms, such as the
risk categorisation of client portfolios; due diligence on
clients in line with the identified risks; and structuring and
monitoring clients, so that they meet relevant national and
international standards.

SDG #5: Gender Equality supports our belief that diverse
leadership teams make better decisions and, as a minority
shareholder, we can appoint board members and ensure
women are prioritised. In addition, Arise advocates for
equal rights for women to economic resources, equal
pay and property ownership, which can then be used as
collateral to access financial services.

SDG #8: Decent Work and Economic Growth is a clear

5.4.2 Environmental, Social and Governance
(ESG) highlights

goal to which Arise wishes to contribute by supporting
banking, insurance and financial services to flourish across
the African continent.

To ensure that sustainable business principles are
embedded within our partner banks, Arise assisted several
partner banks with securing dedicated ESG experts in 2018.
We also developed our own ESG policy and procedure
manual, aligned with our stakeholders, which was then
approved by the MB and SB of Arise.

5.4.1 Embedding Environmental, Social and
Governance (ESG) risk management
Arise invests in long-term partnerships. As such
considerations are not limited to traditional financial and
economic risks, but also embrace environmental and social
concerns. Arise aims to strengthen the impact of its partner
banks by supporting them on their business journeys from
baseline “do no harm” to benchmark “do good”.

A key highlight in 2018 was the comprehensive assistance
given to our partner banks with their ESG business
journeys. Arise facilitated training for three partner banks
in conjunction with the United Nations Environment
Programme (UNEP). This training will play a pivotal role
in enhancing the sustainable service offerings of these
financial institutions in the future. Arise also visited
dfcu Bank, Equity Bank, NMB Bank, NMBZ and Zanaco to
review their ESMS and advised on the steps required to
prepare for the ESG risk assessments.

We view environmental and social issues as key elements in
the overall risk assessment of any investment and consider
ESG reviews as essential to the establishment of clear and
comprehensive business cases for our investments. For
Arise, our investments and partnerships must contribute to a
sustainable legacy for both current and future generations,
therefore a holistic investment approach is essential.
In line with this commitment, Arise expects its partner
banks to adopt and implement an Environmental and
Social Management System (ESMS). Where a business

< Back to Contents Page

17

Operations Report 2018
Investing in Africa’s local prosperity

Forging closer
relationships
through hands-on
visits and high-level
technical assistance
has resulted
in meaningful
developmental
assistance across
every aspect of
our partner banks’
operations.

6. Development
Impact Report
OUR IMPACT

Adding value through sustainable
relationships

Our investments in our partner banks contribute to the
following measures:

Our investment approach has been augmented this year
by the development of strong and tangible relationships
with our partner banks. Forging closer relationships
through hands-on visits and high-level technical assistance
has resulted in meaningful developmental assistance
across every aspect of our partner banks’ operations –
from fundamental financial process and system support
to Environmental, Social and Governance (ESG) advice.
This collaborative approach has paid dividends across
the board – both literally, in terms of increased returns
on investment, and more broadly in terms of deepened
relationships with our partner banks. We believe this is
demonstrated by the developmental measures, as listed
and reported on in this chapter.
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•
•
•
•
•
•
•

Access to finance
Rural development
Advancing technology
Jobs in portfolio companies
Gender balance
Building capacity
Tax revenue

As this is our second year of operations, we are pleased
to provide a comparative analysis. To this end, some 2017
figures have been adjusted accordingly.
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6.1 Promoting financial inclusion – building Africa’s local prosperity
One of Arise’s primary goals is to encourage and facilitate financial inclusion across the African continent, giving as
many people as possible access to banking services, regardless of their income levels. During the period under review,
Arise’s partner banks cumulatively issued more than 1,2 million loans across the continent – an increase of 12% since last
year. These loans varied from micro loans to Small and Medium Enterprise (SME) development loans, standard retail and
corporate loans. Through the provision of these loans, millions of people can now get loans, build businesses and improve
their lives substantially.
The benefits of financial inclusion are not only significant for individuals, but for economies as well, as it is linked to a
country’s economic and social development and plays a critical role in poverty alleviation. Arise is privileged to work with
its partner banks to contribute to robust economies.

Access to finance 2018

2017

135 195

32 635

126 311

30 353

1 033 324

1 748

917 820

2 555

micro loans
retail loans

SME loans

micro loans

corporate loans

SME loans

retail loans

corporate loans

6.2 Making the most of Africa’s agricultural potential
The African continent boasts more than 65% of the world’s arable land and only 5% of this land is irrigated. In addition,
crops only yield to 20-30% of their potential. The key to advancing economic growth and unlocking Africa’s local prosperity
is through tapping into the agricultural sector and its value chain. Agriculture is central to fostering economic growth,
reducing poverty and improving food security on the continent.
In Africa, many financial institutions tend to lend a significantly lower share of their loan portfolios to agriculture, due to the
perceived high risk, lack of expertise and unavailability of insurance products. Ineffective government policies and volatile
markets further impede growth in this sector. In addition, 80% of farmland is used by smallholder farmers, who generally
are more challenging to finance because of the high risk and associated costs.
On the back of a growing population, demand for food is expected to increase by 70% by 2050. A strategic imperative
for Arise is to contribute to rural development by supporting our partner banks to grow their agribusiness portfolio. In this
way we can collectively boost agricultural activity on the continent and enhance food security.
Agricultural lending increased by 4% and the number of rural branches increased by 3%, which is further testament to how
Arise is advancing financial inclusion on the continent through its collaboration with its partner banks.

Rural development 2018

9%

agricultural lending
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2017

426

5%

rural branches

agricultural lending

19

415

rural branches
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6. Development Impact Report (continued)

6.3 Embracing fintech – preparing for the future of banking
Great effort was put into improving IT systems in preparation for the digital banking future in the year under review. Keeping
up with fintech developments as they rapidly progress and transform financial institutions is now a non-negotiable necessity
in the financial services sector. Our partner banks continued to invest in digital business models of engagement to further
add value to their customers.
This investment paid off and in 2018 mobile and internet banking subscriptions increased by almost a million from last year.

Advancing technology 2018

2017

5 595 003

240 206

4 679 469

115 922

1 921

815

1 742

766

mobile banking
subscriptions

internet banking
subscriptions

mobile banking
subscriptions

branches

ATMs

ATMs

44 170

internet banking
subscriptions
branches

36 774

agencies (between four banks)

agencies (between three banks)

6.4 Creating jobs and empowering women in Africa
In 2018 Arise’s collaboration with partner banks helped create more than 12 800 permanent jobs and more than 2 500
temporary jobs across eight countries in Africa.
Boosting employment and closing the gender gap are two core aspects of the Arise vision for the African financial services
sector. We are pleased to announce that 45% of the 12 861 permanent jobs in our partner banks are occupied by women.
In addition, 47% of the temporary jobs created are also filled by women.

Jobs in portfolio companies 2018

12 861

permanent jobs
(45% women employed
in permanent jobs)

2017

2 513

12 407

temporary jobs
(47% women employed
in temporary jobs)

permanent jobs
(45% women employed
in permanent jobs)

Gender balance 2018

1 780

temporary jobs
(47% women employed
in temporary jobs)

2017

45%

31%

45%

31%

22%

321 173

19%

280 411

women employed
female board members

female managers

women employed

female retail loans
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female managers
female retail loans
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6.5 Developing skills – contributing to a knowledge economy
Building capacity 2018
Investing in people and developing skills through targeted training initiatives is central to Arise’s socio-economic
growth mandate for Africa’s financial services sector. Upskilling for technological advances has become imperative
as fintech innovation burgeons. Our partner banks have comprehensive employee training plans geared towards
regular and ongoing skills acquisition across a range of disciplines. Arise has, in the year under review, particularly
focused on ESG and IT training, building capacity in these areas to ensure our partner banks are sustainably equipped
for the future. Additional training areas included credit training, health and safety, information security, performance
management, branch operations, financial reporting, risk management and audit and compliance.

6.6 Making fiscal contributions – building strong economies
Tax revenue
Taxation does not simply fund government expenditure: its redistribution via social spending contributes to household
incomes, economic stabilisation, resource allocation and overall economic growth. During the period under review, our
partner banks again made a significant tax contribution to their respective economies, even though their cumulative tax
contribution was slightly lower than last year. The lower tax revenue can be attributed to the challenging economic climate
our partner banks operate in, coupled with foreign exchange rate fluctuation.

Tax revenue 2018

2017

206,6mn

234,5mn

USD
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We are now on
track to realise our
investment mandate
to be a leading
strategic minority
investor and partner
with our investee
banks and, as such,
aim to contribute to
their profitability
and growth
ambitions.

7. Our Work –
Investing in Africa
7.1 Investment performance
overview

As at year end, the total value of investments under
management amounted to USD 749,4mn, this representing
nine investments. The five largest investments are held in
Equity Bank, NMB Bank, dfcu, Zanaco and CalBank and
amounted to approximately 89% of the portfolio value
at year end. Their individual performance was therefore
important and was monitored closely.

Whilst 2017 saw Arise launch its operations and finalise
the transfer of the investments from our different
shareholders, 2018 was the year Arise matured into a
sustainable business. We are now on track to realise our
investment mandate to be a leading strategic minority
investor and partner with our investee banks and, as
such, aim to contribute to their profitability and growth
ambitions.

Equity Bank’s performance remained strong, despite the
fact that the interest rate cap restrictions remained in
place. Results increased by 5,5% in dollar terms, leading
to a final result of USD 193mn. The asset base of Equity
Bank grew to USD 5,6bn. Despite the continuing difficult
macroeconomic business environment in Tanzania, the
results at NMB Bank were also satisfactory. NMB Bank
returned results of USD 44mn. dfcu’s performance has
been affected by the negative publicity campaign against
them throughout the year, primarily as a result of the
acquisition of Crane Bank Limited in 2017. This resulted
in profits being below budget but still amounting to
USD 16mn.

In December 2018, Arise concluded the acquisition of a
29,8% shareholding in Moza Banco in Mozambique. As
part of the transaction, Arise disposed of its shareholding
in BTM, a smaller local bank, to Moza Banco. The effective
consolidation of these two banks will be implemented
during 2019 and, importantly, the merger will create a
larger sustainable universal bank, supported by strong
institutions such as the Mozambique State Pension Fund
and Arise. This again demonstrates how Arise assists the
development and strengthening of our partner banks.

In 2018 the results of Zanaco improved to USD 15mn,
reflecting positively on the company’s turnaround strategy.
CalBank also continued to deliver good performance,
despite the depreciation of the Ghanaian Cedi, with a net
result of USD 31mn. In 2018 the Bank of Ghana introduced
new minimum capital requirements, which resulted in
several banks being liquidated. CalBank was one of two
banks that successfully met the new requirements without

In terms of the macroeconomic context, Sub-Saharan
Africa’s 2018 GDP growth of 3% was lower than expected.
Faced with challenging in-country environments, as well as
the US dollar strengthening against most local currencies,
growth was constrained. Despite these conditions, some
of our partner banks managed to deliver what can be
considered strong performances in local currency terms.
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requiring new capital from shareholders. The other Arise
investments together contributed a profit of USD 14,3mn.
Apart from the Kenyan shilling, all other currencies
depreciated against the US dollar, resulting in a translation
loss of USD 31mn on the total portfolio.

Financial Reporting Standards (IFRS). The equity method
is an accounting technique used to report the income
earned on the investment on a firm’s income statement,
with the reported value being based on the firm’s share
of the company’s assets.

In 2018 Arise received cash dividends from Equity Bank,
NMB Bank, dfcu and Zanaco. NMBZ declared a dividend
but pay-out has to date been delayed by the Zimbabwean
authorities due to the lack of available US dollars in
the country.

As part of IFRS, an assessment should be performed
to determine whether it is necessary to recognise any
additional impairment loss with respect to an investment.
The most appropriate methodology to assess if there
is a trigger for impairment is to determine the value of
an investment based on fair value, or simply put, on a
market valuation approach. The fair value might also
be the most appropriate and realistic value indicator
at which Arise might expect to sell or realise a specific
investment. The valuation of Arise’s portfolio is performed
in accordance with Arise’s approved valuation guidelines,
which are based on international valuation guidelines and
best practice.

7.2 Arise portfolio value
progression
Arise is required to execute both quarterly and annual
valuations of its investment portfolio as part of its reporting
requirement to its shareholders. Arise’s primary method
of valuing its investment portfolio is through the equity
accounting method as defined under International

A comparison of the value progression of Arise’s investment portfolio based on both the equity accounting valuation
method and the fair value valuation method is presented below.

US$ MILLIONS

Arise Valuations
800

-19%

-8%

-5%

-5%

4%

5%

4%

-7%

-8%
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10%
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400
-10%
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$696
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200
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-25%

0
31-Dec-16

31-Mar-17

30-Jun-17

30-Sep-17

Equity accounting (EV) valuations

31-Dec-17

Fair value (FV) valuations

When assessing the historic differences between the
Implied PBV multiple - Fair Value Approach
equity accounting valuation
(Portfolio method
weighted)and the fair value
valuation method,
we
can
see
that there have 1,51
been both
1,67
1,74
1,80
positive and negative variances over the reporting periods
to
1,70date. The total valuation using the equity accounting
valuation method has on average been 4% above the total
1,60
valuation using the fair value valuation method. A possible
1,50
formal valuation trigger would occur where the valuation
1,40
using
the equity accounting valuation method for an
individual
investment, and/or the total portfolio valuation,
1,30
is more than 10% higher than the valuation using the fair
1,20
value valuation method. This internal limit has never been
1,10
breached
at portfolio basis.
31-Dec-17

31-Dec-17
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30-Jun-18

30-Jun-18

31-Mar-17

30-June-18

30-Sep-18

31-Dec-18

EV vs. FV

The main driving factor for the underperformance of the
fair value valuations as compared to the equity accounting
valuations in 2018 was the impact of the depressed share
price of Equity Bank during the latter part of 2018. This
decrease was mainly due to the result of the impact
of the interest rate caps in Kenya. The share price has
reversed subsequent to the 31 December 2018 year end,
as the Nairobi High Court deemed the interest rate cap
unconstitutional, albeit suspending the implementation
of the ruling for 12 months. Arise believes that once the
interest rate cap has been formally removed, there will be
a significant re-rating in the share prices and multiples of
the Kenyan banks.

31-Dec-18

31-Dec-18
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Portfolio Value Progression — Fair Value Method (Dec 2017 to Dec 2018)

7. Our Work – Investing in Africa (continued)

Arise Valuations

Lastly, Arise
also monitors
the
change10%in
5%
4%
-7%drivers of-8%
the valuation of the Arise portfolio, both for the equity
5%
accounting valuation method and the fair value valuation
method. These valuation drivers are presented in 0%
the
accompanying two graphs. The new acquisition of Moza
-5%
Banco, as well as the fair value adjustments, were the
-10%
main drivers in the value progression of the Arise portfolio.
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7. Our Work – Investing in Africa (continued)

7.3 Partner Bank highlights

7.3.1 BPR – Rwanda

This section provides an overview of the key highlights
for each of Arise’s partner banks during the period
under review, with 2018 activity characterised by
deepening collaboration with each partner bank on a
range of strategic, operational, personnel, marketing
and investment matters. In each case, depending on
the particular needs or challenges facing the individual
partner bank, Arise has sought to add value through its
expertise and support. In doing so, we remain true to our
vision of promoting financial inclusion and employment,
as well as strengthening rural development and alleviating
poverty in the countries in which we are involved. The
following reports outline the progress each partner bank
has made in the past year.

BPR
Financials
Total assets
Net profit 2018
Net dividends
Shareholding
Arise shareholding
Arise board nominee at
31 December 2018

USD312 447 141
USD4 313 664
n/a
15%
Gerrit Muller

Investment and financial performance
In 2018 BPR achieved a profit after tax of RWF 3,8bn
compared to RWF 1bn the previous year. The main driver
of performance was a substantial reduction in credit
provisioning, as BPR persisted with efforts to improve
asset quality. Nevertheless, the operating environment
reflected positive indicators of growth, on account of
the services sector, state-driven infrastructure projects
and rising household consumption, all of which had an
impact on BPR’s performance. In contrast, 2017 was an
election year in which business conditions were largely
subdued. Arise appointed one of its investment directors,
Gerrit Muller, to the BPR board in mid-2018 as we took
further steps to strengthen our position on outstanding
governance and shareholder matters.
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Access to finance 2018

2 434

47 152

SME loans

retail loans

2017

147

670

corporate
loans

50 671

SME loans

retail loans

338

corporate
loans

The drop in corporate loans was due to a reclassification exercise, which resulted in a large number of outstanding balances being
migrated into SME loans. As such, there was a marked increase in the number of SME loans.

Rural development 2018

2%

agricultural lending

2017

89%

Not disclosed

agricultural lending

rural branches

Advancing technology 2018

86%

rural branches

2017

47 417

1 095

309 893

984

98

186

101

193

mobile banking
subscriptions
ATMs

internet banking
subscriptions

mobile banking
subscriptions

branches

ATMs

internet banking
subscriptions
branches

The drop in mobile banking subscriptions was due to a review of the personal banking portfolio, the result of which was the closure
of inactive accounts.

Jobs in portfolio companies 2018

996

permanent jobs

2017

8

1 032

temporary jobs

permanent jobs

Gender balance 2018

28

temporary jobs

2017

48%

31%

48%

37%

22%

19 032

22%

Not disclosed

women employed
female board members

female managers

women employed

female retail loans

female board members

female managers
female retail loans

Building capacity 2018

Regular staff training was conducted in 2018.

Tax revenue 2018

2017

1,8mn

1,9mn

USD
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7. Our Work – Investing in Africa (continued)

In 2018 the Bank of Ghana introduced a new Minimum
Capital Requirement (MCR), which resulted in several
banks being liquidated or requiring government or
shareholder support. We are pleased to report that
CalBank is one of the two Ghanaian banks that have
successfully met the MCR without requiring external
support from its shareholders or government. The bank
managed to achieve this through capitalising some of
their income surplus account. As a precaution the bank’s
board took a decision to not issue cash dividends to
shareholders. However, the bank chose to issue bonus
shares to shareholders in the ratio of one share for every
seven held as an acknowledgment of appreciation.

7.3.2 CalBank – Ghana

CalBank
Financials
Total assets
Net profit 2018
Net dividends

The Bank of Ghana also published new Corporate
Governance Directives as well as Transitional Provisions,
which were welcomed by banks and shareholders as they
represent another significant step in stabilising the local
banking sector. In terms of the bank’s board representation,
a few board changes are already in the pipeline and will
be finalised in 2019. Arise’s board representative will play
an important advisory role in this process.

USD1 105 708 788
USD31 260 921
CalBank issued one bonus
share for every seven shares
owned. This increased the
number of shares by 21 million.
The value of these bonus
shares was USD5,8 million.

Shareholding
Arise shareholding
Arise board nominee at
31 December 2018

To engage new customers and sectors, the bank has also
embarked on a women-focused banking strategy. This
strategy ensures that women are financially included and
receive tailor-made solutions from the bank to support
them to grow their businesses. In addition, the bank will
also focus on delivering green finance solutions for the
Ghanaian banking sector.

28%
Rosalind Kainyah

Investment and financial performance

CalBank opened their new energy-efficient head
office, leading the way in terms of sustainable building
management, and Arise would like to congratulate
the bank on this milestone. A case study detailing the
innovative design of this building was included in the 2017
Arise operational report and is available online on the
Arise website: www.ariseinvest.com.

While the Ghanaian economy is slowly improving, the
operating environment continued to be challenging due
to competitive pressures and new capital regulations in
2018. Despite these conditions, CalBank managed to
achieve good results and robust growth. CalBank posted
a significant increase in profit after tax of 50,6%, following
the normalisation after the previous year’s large write-offs
related to Bulk Distribution Companies in Ghana. Total
assets increased by 28%. Net interest margin was lower at
9,8% (FY2017 : 10,5%). Operating expenses grew 23% year
on year and non-performing loans decreased from 10,9%
to 8%, while the cost to income ratio increased slightly
from 40,8% to 42,2%. Return on equity increased from
22,8% to 23,1%.

ESG progress
The bank’s Environmental and Social Management
System (ESMS), which was approved by the board, was
reviewed and updated in July 2017. The management of
the ESMS has been assigned to four senior managers.
The system will ensure effective environmental and social
management activities across a variety of aspects of the
bank’s activities, products and services. In addition, ESMS
training has also been included in the induction programme
for new staff and is mandatory for account relationship
managers, credit analysts and branch managers. In June
a full time E&S officer was also appointed to enhance the
bank’s ESG initiatives.

The bank achieved these results through prudent
risk management and by remaining committed to
their three-year business strategy, which was set in
2015. This strategy was underpinned by the bank’s
digital transformation agenda. The bank achieved a
substantial number of strategic initiatives during the year
including mobile banking, internet banking and agency
banking improvements. With the accelerating pace of
transformation in technology, the bank has also developed
a new digital strategy.
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2017

Access to finance 2018

784

2 274

SME loans

693

retail loans

1 341

corporate
loans

3 491

SME loans

retail loans

548

corporate
loans

Even though the number of retail and SME loans decreased in 2018, the actual retail loan book remained constant and the SME
loan book increased by 17% in 2018. This reflects the strategy of the bank on focusing on higher value and better quality loans.

2017

Rural development 2018

5%

3%

agricultural lending

Not disclosed

agricultural lending

rural branches

0%

rural branches

2017

Advancing technology 2018

107 128

34 832

30 175

14 172

103

29

89

30

mobile banking
subscriptions

internet banking
subscriptions

ATMs

mobile banking
subscriptions

branches

ATMs

330

permanent jobs

455

temporary jobs

47%

women
employed

female
managers

363

permanent jobs

temporary jobs

2017

Gender balance 2018

44%

branches

2017

Jobs in portfolio companies 2018

478

internet banking
subscriptions

20%

46%

female board
members

women
employed

47%

female
managers

20%

female board
members

Building capacity 2018
In 2018 CalBank had several ongoing training initiatives focused on information security, branch operations, nutritional and lifestyle
counselling, stress management, Basel II and III implementation and retirement planning. In excess of 700 staff received training
during the year under review.

2017

Tax revenue 2018

14,2mn

20,9mn

USD
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7.3.3 dfcu Limited (dfcu) – Uganda

dfcu
Financials
Total assets
Net profit 2018
Net dividends
Shareholding
Arise shareholding
Arise board nominees at
31 December 2018

prosperity. In 2018 close to 1 500 women received business
training through their Women in Business initiative, which
endeavours to create a business-enabling environment for
women entrepreneurs, with a special focus on Small and
Medium Enterprises (SMEs). Arise supported the collaboration
between dfcu and the Rabobank Foundation in their capital
injection of a combined USD 2,8mn in the Agribusiness
Development Centre (ADC). The ADC will help Ugandan
farmers attain knowledge and skills to ensure sustainable
farming methods, marketing of produce and financial literacy.
dfcu continued to deepen financial inclusion and literacy
through initiatives such as Best Farmers, Investment Clubs
and SME training (Top 100 SMEs).
Arise supported the board in their recruitment process
of the new CEO, Mr Mathias Katamba, who replaced
Mr Juma Kisaame on 1 January 2019. Mathias joins dfcu from
the Housing Finance Bank and has more than 15 years of
finance and banking experience, 12 of which have been at
executive level. He has previously worked at Finance Trust
Bank, Orient Bank, Postbank and Barclays Africa. Arise would
like to commend the former CEO for his valuable years of
service guiding and leading dfcu to this point and looks
forward to playing an active role with the new CEO in taking
dfcu forward.

USD784 874 674
USD16 396 434
USD7 886 643
59%
Fred Pelser, Willem Cramer,
Albert Jonkergouw, Ola Rinnan

Banking development

Investment and financial performance

To help prioritise and position future project engagements,
Arise assisted the bank to put in place a business development
subcommittee. This initiative assisted the bank to reduce
their non-essential projects and focus on key businessprioritised projects. The Arise banking development team is
working closely with dfcu to monitor the security of the IT
infrastructure and the progress of the digitisation strategy,
as well as to provide assistance and advice where required.

dfcu operated in a hostile environment in 2018 as a result
of a targeted and malicious media campaign that sought to
undermine the bank’s brand and credibility. These attacks
occurred during the second half of the year and resulted from
the historical acquisition of assets and liabilities of the former
Crane Bank Limited in 2017. The management and board
of dfcu, with the support of Arise, proactively responded
by actively monitoring and managing public relations and
social media in Uganda and neighbouring countries. Arise
furthermore provided strategic guidance regarding the
development of a media strategy and communication plan for
the bank. These interventions played an instrumental role in
proactively managing and limiting the impact of the malicious
news attacks on their operations and reputation.

ESG progress
In 2018, the Arise ESG Specialist worked closely with the
management team to execute a series of interventions
designed to advance the bank’s ESMS. Following the
establishment of a debt facility with both Proparco and FMO,
an E&S action plan was adopted detailing engagement, ESMS
revision and reporting. During the first half of the year two
dedicated ESG experts were appointed. The one expert, who
has a forestry background, has worked for dfcu Bank for over
ten years, while the other specialist is a recent environmental
engineering graduate. In addition, the Monitoring and Control
Manager at dfcu has been appointed as the E&S team leader.

dfcu posted a decrease in profit after tax of 43% from
UGX 107bn to UGX 61bn. The previous year included a once
off gain arising from a business combination of UGX 119bn.
Total assets declined by 4,6%, while net interest margin was
marginally higher at 10,3%. Operating expenses grew 6,9%
year on year and non-performing loans decreased from
6,9% to 5,7%, while the cost to income ratio decreased from
66,2% to 49,1%. Return on equity decreased from 27,3% to
11,6%. Despite the challenging operating environment, dfcu
continues to remain a top tier bank in Uganda.

To ensure that their ESMS meets international standards of
best practice, the bank contracted a sustainable finance ESG
consultant to assist with the execution of the action plan and
to support dfcu with the review of their ESMS and the on-thejob training for their Environmental and Social Officers (ESOs).
dfcu recognises that the Paris Agreement on Climate Change
and the ratification of the UN SDGs mean that every country
and business sector have a role to play in the transition to a
low-carbon economy. dfcu is committed to working towards
these goals through its core business activities (indirect
footprint) and operations (direct footprint).

With the instrumental support of Arise, the bank has made
significant progress in terms of its strategic initiatives, as can
be seen by the successful launch of dfcu’s new organisational
structure, the implementation of its digitisation strategy and
the initiation of their agency banking pilot in September 2018.
Arise is proud of the various initiatives implemented by dfcu,
which seek to promote financial inclusion and economic
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2017

Access to finance 2018

15 214

5 214

594

1 381

16 327

52

7 686

15

micro loans
retail loans

SME loans

micro loans

corporate loans

retail loans

agricultural lending

63%

20%

rural branches

agricultural lending

mobile banking
subscriptions

100
ATMs

63

3 979

branches

mobile banking
subscriptions

permanent jobs

rural branches

100
ATMs

299

858

temporary jobs

permanent jobs

146

temporary jobs

51%

43%

51%

48%

7%

2 521

10%

2 906

female board members

branches

2017

Gender balance 2018

women employed

67

2017

Jobs in portfolio companies 2018

942

63%

2017

Advancing technology 2018

5 129

corporate loans

2017

Rural development 2018

21%

SME loans

female managers

women employed

female retail loans

female board members

female managers
female retail loans

Building capacity 2018

Investing in skills development is paramount to dfcu. They offer regular training programmes for their staff.

Tax revenue 2018

2017

6,3mn

12,2mn

USD

USD

The steep reduction in taxes is due to the reduction in profitability in 2018. In 2017 the Crane Bank acquisition by dfcu resulted in
an exceptional once-off income figure.
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The bank also improved the contribution from its regional
subsidiaries, with the Ugandan and Rwandan subsidiaries
specifically showing good growth. More importantly, we
expect the bank’s DRC operation to become a greater
revenue driver as that country’s economy continues to
improve. However, the bank’s Tanzanian branch took
strain due to an overall deterioration in the operating
environment.

7.3.4 Equity Bank – Kenya

In addition, 2018 saw long-standing board Chairman,
Mr Peter Munga retire. To strengthen and develop a
comprehensive pool of skills, there have also been
strategic appointments at a management and operational
level. Arise also played a critical role in ensuring that the
bank recruited a dedicated ESG Specialist during 2018.
Equity Bank
Financials
Total assets
Net profit 2018
Net dividends
Shareholding
Arise shareholding
Arise board nominee at
31 December 2018

Equity Bank successfully launched their own fintech
company, Finserve, which is an open Application
Programming Interface (API) and payment gateway
platform. We believe that our other banking partners could
use this platform to create or enhance their own products
in the future.

USD5 629 147 248
USD193 311 115
USD7 920 722
12%
Deepak Malik

Finally, in collaboration with Mastercard, the bank
launched an initiative with the goal to create five million
jobs. This requires upskilling SMEs as this segment has
been identified as key to employment creation in Kenya.
Equity Bank is therefore training branch managers to
focus on banking SMEs. In addition, the International
Finance Corporation (IFC), KFW Development Bank and
Rabobank will also provide technical assistance to the
SMEs. The bank has also negotiated for a trade guarantee
fund of USD 20mn (backed by the Mastercard Foundation)
because the interest rate cap remains in place. The
guarantee allows the bank to lend to a slightly higher risk
segment.

Investment and financial performance
Equity Bank’s financial performance continued to remain
strong throughout the course of 2018, despite the fact
that the Kenyan government kept the interest rate cap
in place. The bank declared the same dividend as 2017
(KES 7,5bn) given its consistent performance. The interest
rate cap, to some degree, has improved Equity Bank’s
competitive positioning. Several smaller Kenyan banks
are facing liquidity challenges as they have largely been
reliant on interbank funding. Some of these banks are
also experiencing solvency issues as many of them have
experienced risk capital erosion due to higher numbers
of non-performing loans.

Banking development
Engagement with Equity Bank was predominantly focused
on internal IT operations and working with the teams on
their strategic architectural framework to meet the future
requirements of the bank. Arise also actively engaged
with the Finserve team to support their fintech-driven
strategy within the local and pan-African markets.

Notwithstanding the interest rate cap environment, the
bank continued to record improvements to its cost base
and launched new digital products in an effort to improve
transactional banking income. Equity Bank posted a slight
decrease in profit after tax of 7,8%, while total assets
increased by 9,3%. Net interest margin was higher at 8,8%,
mainly on IFRS 9 interest income adjustments. Operating
expenses grew 10% year on year and non-performing
loans increased from 5,4% to 7,6%, while the cost to
income ratio also increased slightly from 51,9% to 52,2%.
Return on equity decreased marginally from 21,7% to 21,1%.
The bank takes a conservative view on lending decisions
and therefore their asset quality remains stronger than the
systemic banking average.
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ESG progress
During 2018, the bank adopted a consumer protection
policy, which creates a legal framework to foster a fair,
accessible and efficient marketplace for clients, enhancing
their customer experiences and protecting them from unfair
trade practices.
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2017

Access to finance 2018

69 552

18 629

78 302

22 236

531 889

58

519 228

19

micro loans
retail loans

SME loans

micro loans

corporate loans

retail loans

agricultural lending

3%

30%

agricultural lending

rural branches

mobile banking
subscriptions

35 630
agencies

82 543

1 930 337

internet banking
subscriptions

487
ATMs

mobile banking
subscriptions

179

permanent jobs

rural branches

23 207

internet banking
subscriptions

502

31 280

branches

ATMs

agencies

177

branches

2017

Jobs in portfolio companies 2018

4 455

27%

2017

Advancing technology 2018

2 075 676

corporate loans

2017

Rural development 2018

3%

SME loans

1 037

4 659

temporary jobs

permanent jobs

689

temporary jobs

2017

Gender balance 2018

42%

25%

41%

27%

25%

153 556

13%

142 260

women employed
female board members

female managers

women employed

female retail loans

female board members

female managers
female retail loans

Building capacity 2018

Equity Bank conducts regular training for their staff. During the year in review employees were trained in new employee orientation,
vocational training and monthly e-learning.

2017

Tax revenue 2018

84,8mn

119mn

USD
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7. Our Work – Investing in Africa (continued)

7.3.5 Moza Banco – Mozambique

Moza Banco
Financials
Total assets
Net profit 2018
Net dividends
Shareholding
Arise shareholding
Arise board nominee at
31 December 2018

Bank, will create a sustainable foundation to make a
significant impact on the banking sector in Mozambique.
USD619 841 721
USD(12 537 666)
n/a

In 2018 Moza Banco’s financial results, which included
BTM’s results, showed a loss after tax of MZN 224mn, with
net interest margins of 6,3% and a cost to income ratio of
87%. The bank’s recovery will be driven by the strategy
agreed in the revised business plan (being prepared as
part of the integration of BTM), designed to improve,
inter alia, the net interest margin, the cost to income and
loan to deposit ratios to ensure that the bank becomes
sustainable and profitable.

30%
Deepak Malik

Investment and financial performance
Despite the progress made by BTM in 2017, the tough
economic conditions in Mozambique, coupled with a lack
of organic growth in the market, continued to contribute
to the unsustainability of BTM. Arise continued to pursue
a merger opportunity with Moza Banco in 2018 to create
a larger, sustainable universal bank, supported by strong
institutions (the Mozambican State Pension Fund and
Arise), that has the potential to become the third largest
bank in the country. The Moza Banco and BTM transaction
was successfully concluded on 21 December 2018 and
represented a significant milestone for Arise, BTM,
Moza Banco and the Mozambican banking sector. Arise
provided significant technical and board support to BTM
during the merger process to assist with poor growth, staff
resignations and inadequate IT infrastructure.

Banking development
In 2018 a key focus was to provide support for BTM’s
outdated banking system. A key output of this process
was to ensure that a strong architectural foundation was
laid with the BTM team in anticipation of the merger
between BTM and Moza Banco to streamline data
extraction. In addition, structured data modelling and
general housekeeping practices were applied prior to
the finalisation. These fundamentals ensured that the
BTM team is now well positioned to execute a seamless
migration into the Moza Banco system during the course
of 2019.

Development progress

The planning and execution of the integration is a key
component to the success of the Moza Banco-BTM merger
and Arise is working closely with both parties to provide
ongoing technical support to assist with the integration.
The combination of the new capital injection, the Arise
expertise and networks, as well as the joint vision and
strategy of all parties, including the Mozambique Central
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As a result of the merger between BTM and Moza Banco
a comparative analysis has not been included for 2018.
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Access to finance 2018

1 920

38 493

SME loans

retail loans

111

corporate
loans

Rural development 2018

1%

agricultural lending

7%

rural branches

Advancing technology 2018

68 413

20 497

110

55

mobile banking
subscriptions
ATMs

internet banking
subscriptions
branches

Jobs in portfolio companies 2018

746

permanent jobs

14

temporary jobs

Gender balance 2018

48%

34%

33%

10 756

women employed
female board members

female managers
female retail loans

Building capacity 2018

Skills development is a strategic imperative for Moza
Banco. In 2018 staff underwent training related to
operational, technical and managerial issues. In addition,
vocational and health and safety training was also
executed.

Tax revenue 2018

14,7mn
USD
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7. Our Work – Investing in Africa (continued)

7.3.6 NMB Bank – Tanzania

NMB
Financials
Total assets
Net profit 2018
Net dividends
Shareholding
Arise shareholding
Arise board nominees at
31 December 2018

Arise and its shareholders continued to provide technical
assistance and support in areas of corporate governance,
compliance, credit processes and agricultural lending.
The Arise team also offered ongoing support, responding
to general business requests from NMB on a case-bycase basis. NMB plans to improve its performance on a
sustainable basis and is currently reviewing its strategy
and organisational framework, with a view to adding more
value to its existing client base and target market.

USD2 471 423 140
USD43 958 419
USD4 525 087
35%
Christine Glover, Jos van Lange

Investment and financial performance

ESG progress

The challenging macroeconomic conditions experienced
in Tanzania in 2017 continued in 2018. NMB’s expected
recovery was hindered by a repeat occurrence of higherthan-expected non-performing loans. Even with these
challenges, the bank continued to outperform the market
and further expand its agency network, which was already
the largest in Tanzania in 2017.

To ensure that sustainable business practices are
implemented, Arise is working in partnership with Rabobank
to include an ESG module in the annual training for all
credit, risk and relationship officers at NMB. This training is
set to commence in the latter part of 2019. Ongoing training
is a strategic imperative for the bank and in 2018 three
staff members successfully completed the online UNEP FI
Environmental & Social Risk Analysis (ESRA) training course.

NMB posted a slight increase in profit after tax of 5,6%,
mainly due to the slight reduction in non-performing loans
from 6,4% to 5,9%, while total assets increased by 3,2%.
Net interest margin was constant at 11,8%. Operating
expenses grew 15,3% year on year, while the cost to
income ratio remained fairly constant, increasing slightly
from 57,8% to 59%. Return on equity decreased from 12%
to 11,8%.
NMB continues to leverage its large and geographicallyextended branch network, maximising the benefit of its
proximity to its target clients by offering relevant banking
services. In this way it promotes financial inclusion by
supporting not only clients in the cities, but also rural
clients. NMB also has focused products designed for
women and the younger generation.
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2017

Access to finance 2018

37 941

2 469

34 222

2 950

338 978

355

267 144

264

micro loans
retail loans

SME loans

micro loans

corporate loans

retail loans

agricultural lending

2%

66%

agricultural lending

rural branches

mobile banking
subscriptions

8 682
ATMs

agencies

1 685 506

internet banking
subscriptions

799

6 800

mobile banking
subscriptions

224

permanent jobs

rural branches

8 500

internet banking
subscriptions

726

4 732

branches

ATMs

agencies

212

branches

2017

Jobs in portfolio companies 2018

3 450

67%

2017

Advancing technology 2018

2 389 575

corporate loans

2017

Rural development 2018

4%

SME loans

336

3 371

temporary jobs

permanent jobs

302

temporary jobs

2017

Gender balance 2018

47%

29%

47%

28%

29%

109 835

25%

108 298

women employed
female board members

female managers

women employed

female retail loans

female board members

female managers
female retail loans

Building capacity 2018

NMB offers regular training programmes for their staff.

2017

Tax revenue 2018

65,5mn

55,8mn

USD
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7. Our Work – Investing in Africa (continued)

and to support the continued roll-out of NMBZ’s digital
platform and agency network via NMB Lite accounts. The
bank also launched a focused SME strategy in the latter
part of the year, with dedicated resources to manage
client relationships. However, ongoing challenges in the
economy resulted in a limited risk appetite in the initial
phase.

7.3.7 NMBZ – Zimbabwe

Arise also provided extensive support to NMBZ to
strengthen its ESMS, including facilitating E&S training
for key credit staff. Lastly, due to ongoing forex-related
challenges, we have been unable to have our 2017
dividend repatriated and expect this also to apply to our
2018 dividend. Discussions are underway to resolve this.
NMBZ
Financials
Total assets
Net profit 2018
Net dividends
Shareholding
Arise shareholding
Arise board nominee at
31 December 2018

Banking development
Arise provided on-the-ground support to the business and
IT teams of NMBZ during the year under review. Tough
market conditions called for an internal bank assessment
of key processes and systems. Arise assisted the bank with
licence fee reductions and the brokering of outstanding
fees owed by NMBZ to their core banking system provider,
Temenos.

USD527 067 596
USD21 221 201
USD224 023
18%
Erik Sandersen

Arise also provided insight and guidance on the optimal
way to restructure the internal IT operations. The Director
Banking and Innovation worked with the management team
to ensure a structured digital strategy could be adopted
internally, as well as externally, to ensure maximum value
delivery to customers and shareholders. Other key strategic
priorities included assisting the bank to reduce their
reliance on paper-driven manual processes, to consolidate
their core processes and to form an internal technical and
functional working group to encourage deeper knowledge
sharing and build internal capability.

Investment and financial performance
After the elections in July 2018, newly-elected President
Emmerson Mnangagwa embarked on an intensive
international campaign to attract much-needed investment
into the country. While there was initially renewed hope,
by year end many of the promises made over new credit
lines and investments had not materialised. As a result,
the economy continued to stagnate, characterised by a
rapidly weakening local currency, cash shortages and
rising prices of goods and services.

ESG progress

Although macroeconomic challenges took centre stage,
NMBZ achieved a superb performance in local currency
terms, as net profit more than doubled year on year to
USD 21mn. This was testament to the bank’s increased
exposure to high-yielding treasury bonds, as well as
aggressive lending in highly-liquid Real Time Gross
Settlement (RTGS) dollars. NMBZ posted an increase in
profit after tax of 114%, while total assets increased by
25%. Net interest margin was higher at 8%, from 6,8%
for the preceding year. Operating expenses grew 48%
year on year. Non-performing loans remained stable,
declining from 7,5% to 7,4%, while the cost to income ratio
decreased from 62,7% to 50%. Return on equity increased
from 22,1% to 29,8%.

During the period under review NMBZ assigned the
Corporate Banking Relationship Manager to oversee the
bank’s E&S initiatives. Arise has recommended that a
full-time ESG Specialist be appointed in the near future.
This person would also oversee the bank’s portfolio risk.
Arise assisted the E&S coordinator to identify, manage and
mitigate the E&S risks in the bank’s agricultural portfolio.
Three staff members also successfully completed the
UNEP FI Environmental & Social Risk Analysis (ESRA) online
training programme.

The retail mass market strategy remained the cornerstone
of NMBZ’s progress towards becoming a key player in the
market. As such, NMBZ management actively engaged the
Arise banking development team to address IT matters
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Access to finance 2018

2017

0

204

50

280

23 801

206

25 687

122

micro loans
retail loans

SME loans

micro loans

corporate loans

SME loans

retail loans

corporate loans

• The reduction in micro loans is attributable to inflationary trends, which resulted in customers increasing their borrowing requirements above the micro
loan threshold. For context, Zimbabwe’s inflation rate at 31 December 2018 was 42%.
• The reduction in SME loans was due to the migration of customers from the SME classification to corporate as borrowing requirements increased.

Rural development 2018

14%

agricultural lending

2017

0%

14%

rural branches

agricultural lending

Advancing technology 2018

0%

rural branches

2017

86 278

21 212

36 242

15 669

17

15

16

13

mobile banking
subscriptions

internet banking
subscriptions

mobile banking
subscriptions

branches

ATMs

286

permanent jobs

branches

ATMs

Jobs in portfolio companies 2018

internet banking
subscriptions

2017

91

288

temporary jobs

permanent jobs

Gender balance 2018

73

temporary jobs

2017

44%

32%

44%

30%

22%

9 971

22%

10 773

women employed
female board members

female managers

women employed

female retail loans

female board members

female managers
female retail loans

Building capacity 2018

NMBZ is passionate about skills development and knowledge exchange and in 2018 more than 30% of their personnel underwent
training. Training highlights include managing foreign exchange risk, SME banking, customer management and leadership.

Tax revenue 2018

2017

4,6mn

4,3mn

USD
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7.3.8 Socremo – Mozambique

Socremo
Financials
Total assets
Net profit 2018
Net dividends
Shareholding
Arise shareholding
Arise board nominee at
31 December 2018

Socremo posted an increase in profit after tax of 104%,
while total assets increased by 8%. Net interest margin
increased to 30,7%. Operating expenses grew 16% year
on year. Non-performing loans increased from 1,1% to
7,5%, while the cost to income ratio decreased slightly
from 82,5% to 79,6%. Return on equity increased from
7,7% to 14%. Growth in the Mozambique economy remains
subdued and the bank was unable to record meaningful
growth in lending. Even the larger commercial banks faced
difficulties due to weak macroeconomic fundamentals.
These conditions impacted the asset quality across the
entire sector.

USD24 880 616
USD1 288 728
n/a
36%
Karl Morsund

Investment and financial performance
Arise has been engaging with various interested parties
to sell Arise’s stake in Socremo. Dialogue with different
parties is at various stages as Arise seeks an appropriate
purchaser at a fair valuation, that will remain committed
to the bank’s growth.

Finally, in coordination with our co-shareholder, Accion,
Socremo has been improving its Basel II-based financial
reporting processes, digitising its credit scoring process
and its account opening process. This is expected to result
in cost efficiencies in the future.

Despite the ongoing sale process, Arise continued to
support Socremo’s management team on various strategic
issues. One of these included ensuring that the Arise
board representative chair the Audit and Risk Committee.
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Access to finance 2018

12 488

2017

626

micro loans

13 072

SME loans

Rural development 2018

0%

SME loans

2017

0%

57%

agricultural lending

641

micro loans

64%

agricultural lending

rural branches

Advancing technology 2018

rural branches

2017

14

14

branches

branches

Jobs in portfolio companies 2018

316

2017

0

permanent jobs

335

temporary jobs

Gender balance 2018

56%

29%

women
employed

female
managers

2

permanent jobs

temporary jobs

2017

25%

55%

female board
members

women
employed

36%

female
managers

17%

female board
members

Building capacity 2018

During 2018 staff underwent training related to anti-money laundering and compliance, process mapping and work safety. Internally
323 staff underwent training and 12 staff attended external training sessions.

Tax revenue 2018

2017

0,3mn

0,8mn

USD
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7. Our Work – Investing in Africa (continued)

sector and on Zanaco. The bank specifically leverages
a large and growing retail customer base as part of its
strategy to become the top transactional bank in the
country. Several initiatives to support Zanaco’s digital
strategy were implemented in 2018. These included
customer on-boarding via direct sales agents, the
upgraded Xapit USSD platform and the launch of a new
mobile app. Furthermore, to deliver on its promise to
enhance financial inclusion in Zambia, Zanaco significantly
increased its agency network to build its presence across
the country. Another important aspect in this regard is the
Women’s Market programme that the bank is establishing
to increase access to finance for women.

7.3.9 Zanaco – Zambia

Zanaco
Financials
Total assets
Net profit 2018
Net dividends
Shareholding
Arise shareholding
Arise board nominees at
31 December 2018

In 2018 Zanaco also clinched the prestigious Euromoney
Awards for Excellence for Best Bank in Zambia.
This international award recognises banks that can
demonstrate an ability to deliver their various products
and services to meet clients’ needs and adapt to market
and regulatory conditions. In addition, in October 2019
Zanaco will celebrate its 50th anniversary. The Arise
management and staff extend their congratulations to the
bank on this milestone and look forward to a fruitful and
ongoing partnership.

USD885 982 708
USD15 336 653
USD242 367
46%
Mirjam ‘t Lam, Len de Villiers

Investment and financial performance

Banking development

We are pleased to report that Zanaco has made a
significant improvement in performance with an increase
in profits of over 60% from 2017 to ZMW 184mn in 2018.
This is an impressive improvement since the bank had
incurred a loss in 2016. The increase in performance was
mainly driven by a successful turnaround strategy that was
implemented from late 2016. Through the strategy, the
bank is confidently reclaiming its market-leading position.

A key highlight for 2018 was the establishment of a
strong relationship with the Zanaco IT team. The Director
Banking and Innovation provided guidance and support
in terms of enterprise architectural capabilities and
assisted the Zanaco team with their IT framework and
strategic roadmap. Arise also helped Zanaco secure core
IT system licences and provided training assistance to
the banking teams on in-house automated testing. Lastly,
Arise assisted in the reviewing of cyber-fraud cases and
identifying key failure points that could be exploited,
which led to enhancements in system processes and
authorisation levels at key system access points. In
addition, the Risk and Compliance Officer also provided
assistance to the bank in terms of the reorganisation of
their compliance function at the start of the year.

In line with Arise’s strategic objectives, Zanaco continued
to improve its loan portfolio, which had deteriorated
over the years. Key management decisions taken, such
as prudent provisioning, strengthening the credit risk
department and adopting a conservative lending strategy,
contributed to their success in 2018. As a result, the bank’s
non-performing loan ratio significantly reduced to 9,6%
from the 18,9% recorded at the end of 2017.

ESG progress

Despite credit portfolio gains, the year posed substantial
challenges to Zanaco and its peers from an economic and
regulatory perspective. The Zambian kwacha depreciated
by more than 20% against the US dollar, owing to rising
government debt, a widening fiscal deficit and the impact
of declining copper prices on international trade. This
resulted in difficult trading conditions in the local market,
characterised by a limited appetite for risk lending to the
real sector. In addition, in the latter part of 2018, the Bank
of Zambia eliminated what they termed unwarranted fees
charged by banks to customers. This had an immediate
effect on the non-funded revenues of the entire banking
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During the period under review the Arise ESG Specialist
visited Zanaco twice. Zanaco offered their credit and front
office staff training in ESG risk assessment. At present a
checklist is being used, however, Arise aims to work with
the bank to implement a more robust system. This initiative
will assist the bank to improve their risk assessment
process for both staff and customer ESG risk assessments.
In addition, both Relationship Managers and Credit Analysts
will now incorporate ESG into the credit risk analysis. The
next step involves scaling up ESG risk assessments for
creditworthiness by developing a systematic methodology
to assess impact on ESG risk drivers.
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Access to finance 2018

355

34 410

SME loans

retail loans

2017

126

768

corporate
loans

32 431

SME loans

retail loans

1 190

corporate
loans

• The number of SME loans declined as a result of full settlement on recoveries and repayments of outstanding balances as well as some write-offs.
• The number of corporate loans declined due to a review of small outstanding balances, mainly in the community services sector.

Rural development 2018

13%

agricultural lending

2017

12%

26%

rural branches

agricultural lending

12%

rural branches

• The reduction in agricultural loans was due to provision being made for certain loans granted to farmers and cooperative schemes impacted by
recurring droughts.

Advancing technology 2018

815 387

mobile banking
subscriptions

71 345
ATMs

agencies

680 383

internet banking
subscriptions

207

1 727

2017

mobile banking
subscriptions

50

1 192

permanent jobs

ATMs

agencies

Jobs in portfolio companies 2018

internet banking
subscriptions

189

762

branches

51 419

398

1 228

temporary jobs

permanent jobs

177

temporary jobs

2017

43%

35%

50%

35%

29%

15 502

38%

14 422

female board members

branches

2017

Gender balance 2018

women employed

50

female managers

women employed

female retail loans

female board members

female managers
female retail loans

Building capacity 2018

Zanaco offers regular training programmes for their staff across all aspects of their business. In 2018 staff underwent training related
to leadership, credit risk accreditation and bancassurance product awareness.

Tax revenue 2018

2017

14,4mn

19,6mn

USD
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8. Case Studies –
Adding Sustainable Value

With the support
of its shareholders,
Moza Banco is in the
process of integrating
BTM into Moza
Banco.

8.1 Moza Banco – the power of collaboration in creating a sustainable
systemic financial institution
This is the story of how committed partners worked together to resolve a series of complex
challenges, adding value and mutual support along the way, to the ultimate benefit of all parties
concerned: the Mozambique Central Bank (BdM), the banks concerned (Moza Banco and Banco
Terra (BTM) and all their stakeholders: regulators, shareholders, board, management, staff,
customers and Mozambican banking sector.
At inception of Arise, the organisation was holding full
economic rights and obligations for a 52% share interest
in BTM. BTM was established in 2007 as a greenfield
investment. It has faced many challenges from the outset,
which required repeated capital injections, funded by
shareholders. This led to a recognition by the shareholders
and the management team that BTM was not feasible
on a stand-alone basis and that an appropriate merger
with a larger bank in Mozambique would provide the
necessary scale that would allow for sustainable growth
and profitability.

for the BdM, was selected and provided the new capital
required in two tranches, resulting in a shareholding of
84,6% by the end of 2017. The remaining shareholding was
held equally by the two previous shareholders.
Arise initiated discussions with the new majority shareholder
in mid-2017 soon after the project commenced. It involved
interdependent transactions that would all be executed on
the same day. These included the acquisition by Arise of
a 29,8% shareholding in Moza Banco via the issue of new
shares; the acquisition of 100% of BTM by Moza Banco
(in cash paid to BTM shareholders); and, as it had been
agreed that Montepio (a 45,3% shareholder in BTM) would
not form part of the new Moza Banco, the acquisition by
Arise of Montepio’s shareholding in BTM. Arise performed
due diligence on Moza Banco and completed its internal
approval process by the end of 2017.

In 2008, a group of Mozambican shareholders established
Moza Banco. After some early successes, including the
attraction of Portuguese investors (Banco Espirito Santo),
Moza Banco became a bank with 55 branches and
approximately 150 000 clients at its peak. Unfortunately,
this bank ran into severe operating difficulties, culminating
with the intervention of the BdM in 2016 in decisive action
taken to rescue a bank of systemic importance.

This transaction is significant as it is the first to promote
consolidation in a fragmented banking sector and is well
aligned with the stated objective of the BdM to have
fewer but stronger banks operating in Mozambique. The
nature of the new enlarged Moza Banco, which will remain
a majority Mozambican-owned bank serving corporate,
SME and retail clients, is also core to Arise’s mandate
of promoting financial inclusion and investing in Africa’s
local prosperity.

The intervention included a focus on the immediate
stabilisation of the bank’s liquidity, as well as the initiation
of a process designed to raise capital from a new potential
investor to recapitalise the bank and set it on a path to
sustainable growth and profitability. At the end of this
process, Kuhanha – Sociedade Gestora do Fundo de
Pensões, S.A. (Kuhanha), the employee pension fund
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Key milestones
Several key steps were instrumental in ensuring the successful completion of the
project in 2018, including the following:

The signature of a Memorandum of Understanding in February 2018, describing the initial concept
of the project

The signature of a framework agreement on 25 April 2018, allowing Kuhanha to interact with the
management of Moza Banco and its fellow shareholders to execute the necessary corporate
actions to execute the underlying transactions

Further due diligence and transaction structuring to ensure compliance with the relevant
Mozambican laws and regulations

The negotiation of definitive legal agreements, including share subscription and shareholder
agreements between Arise and Kuhanha; the sale and purchase agreements between Moza Banco
and BTM; and the agreement regarding Arise’s acquisition of the Montepio shareholding in BTM

Submission to the BdM requesting approval for the underlying transactions and associated flow
of funds, including the underlying transfers of legal ownership and for Arise as a new shareholder

The approval by the BdM was granted on 14 December 2018

The successful completion of all the transactions with final settlement of all the flow of funds on
21 December 2018

Arise is now a 29,8% shareholder in Moza Banco, which in turns owns 100% of BTM. With the support of its shareholders,
Moza Banco is in the process of integrating BTM into Moza Banco. A key part of this process is the preparation of a revised
business plan and a merger plan that will be submitted to the BdM for approval. Several processes are being performed
in parallel to ensure a seamless transition and efficient outcome.
We look forward to partnering with Moza Banco and helping them develop into a prosperous sustainable systemic bank,
which promotes financial inclusion and advances economic growth in Mozambique.
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8. Case Studies – Adding Sustainable Value (continued)

Through collaborative
efforts for growth with
Rabo Partnerships,
Equity Bank is
constantly challenging
itself on how to serve
clients better and more
efficiently.

8.2 Equity Bank – partnering for growth in agricultural banking
This is the story of a bank with a clear ambition: Equity Bank wants to be the leader in
Food & Agriculture (F&A) banking in Kenya, by growing its F&A portfolio to 25-30% of total
loans by 2029. To achieve this, Equity Bank collaborated with Arise’s shareholder, Rabo
Partnerships, by creating a technical assistance programme to focus on the development of an
F&A department and portfolio, which would embrace many of Arise’s mandates to build financial
inclusion, support rural development, alleviate poverty and build socio-economic growth across
Sub-Saharan Africa.
The main objective of the programme is to build and
develop F&A banking capacity within the bank as a key
pillar to its success. This would mean developing a broader
and more knowledgeable F&A customer proposition,
enhancing knowledge-based risk management capacity
and driving efficiency gains within the organisation.

products such as F&A loans, working capital, capex loans
and asset finance. In addition, commercialisation of the
bank’s F&A approach will increase visibility of cross-sell
opportunities such as insurance, remittance accounts,
payment platforms, treasury products, cash management
services and trade finance.

The mission is to prepare the organisation for further
growth ambitions aligned with Kenya’s Vision 2030
pillars of increasing value in agriculture and ensuring food
security. The process includes pro-active segmentation of
the F&A portfolio into small, medium and corporate clients,
while employing data-mining techniques to reveal further
hidden F&A clients in the existing portfolio. For example,
small F&A clients were identified as being involved in
farming and processing with an annual turnover of less
than KES 5mn. Medium-sized clients were defined as
having a turnover of between KES 5mn and KES 100mn,
while large corporates had sales of more than KES 100mn.

Alongside the work described above, it was also
necessary to manage portfolio risk – a crucial element
in the knowledge build-up and successful roll-out of F&A
products. The F&A team worked on designing and seeking
approval of an F&A-enhanced risk appetite statement,
which sets out management information systems for
portfolio monitoring, loan pricing, borrowing periods and
acceptable forms of collateral. For example, small and
medium-sized clients will be monitored at branch level, via
digital platforms and relationship managers. The clients
will undergo credit scoring and credit assessments for
access to loans with longer tenors (e.g. five to seven
years in length). Risk will be further mitigated by collateral,
including remittance contracts, portfolio guarantees,
movable and immovable assets, as well as land and
buildings. On balance, the credit framework is expected
to result in significant efficiency gains for Equity Bank.

Through collaborative efforts for growth with Rabo
Partnerships, Equity Bank is constantly challenging itself
on how to serve clients better and more efficiently. For
example, sector specialists appointed in specific areas
such as dairy, tea, horticulture/floriculture and grains and
oilseeds, will help to improve the bank’s positioning in
the sector, as it focuses on enhancing its commercial
offering to potential clients. This includes risk-based loan
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Rabo Partnerships is therefore working closely with the
bank to review internal processes, such as developing
a standard and shorter credit application, and reducing
the amount of time spent per application, including the
number of people processing each file. A credit scoring
system will also be implemented and will assist in
expanding the F&A banking portfolio. In addition, Equity
Bank will launch automated processes for remittancebased lending programmes and digitalise agribusiness
micro loans. Upskilling F&A specialists within the team
will therefore be essential to the bank’s credit processes
and this will entail knowledge build-up training workshops
and capacity-building programmes at branch level. This
in turn will widen the group of people with knowledge of
F&A finance throughout Equity Bank.
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The F&A development partnership has been positively
received by Equity Bank staff, resulting in a customercentric approach to offering F&A customers a wide
range of banking products. This was already evident
in the smallholder and medium-size agricultural value
chain, where banking opportunities were growing due
to increased product uptake. Through our shareholder
participation in the F&A programme, Arise is proud to
continue supporting Equity Bank’s growth and, more
specifically, its ambitions to become a leading player in
F&A banking.
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9. Financial Statements
For the Period Ended 31 December 2018

9.1 Consolidated Statement of Financial Position
Consolidated Statement of Financial Position
At 31 December 2018 in USD
31 Dec 2018

31 Dec 2017

749 406 601

694 176 796

Deferred tax asset

51 002

339 039

Equipment

72 093

94 377

749 529 696

694 610 212

11 651 898

37 821 337

Trade and other receivables

322 452

327 909

Current tax assets

103 583

117 049

Prepaid cost

221 130

39 890

12 299 063

38 306 185

761 828 759

732 916 397

671 415 579

671 415 579

(43 489 355)

(13 713 583)

Share of changes in associates' reserves

(1 596 317)

1 432 210

Legal reserve for associated companies

101 510 785

74 280 500

General reserve

25 587 502

(14 595 190)

753 428 194

718 819 516

Deferred tax liability

7 896 144

13 196 390

Total non-current liability

7 896 144

13 196 390

Trade and other payables

450 343

361 535

0

52 543

4 376

79 016

49 702

65 822

ASSETS
Investments in associates

Total non-current assets
Cash

Total current assets
Total assets
EQUITY AND LIABILITIES
Issued capital and share premium
Foreign currency translation reserve

Total equity

Deferred revenue
Current tax liability
Other current liabilities
Provisions
Total current liabilities
Total equity and liabilities
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0

341 575

504 421

900 491

761 828 759

732 916 397
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9.2 Consolidated Statement of Profit and Loss
Consolidated Statement of Profit and Loss
For the year ended 31 December 2018 in USD
31 Dec 2018

31 Dec 2017

461 213

2 786 787

Fee and other income

275 942

2 573 180

Total income

737 155

5 359 967

(5 203 330)

(6 940 707)

(310 960)

496 816

0

(564 083)

Loss on disposal of investment

(2 571 786)

0

Share of profit associates

67 065 243

67 073 600

Profit before tax

59 716 322

65 425 593

Current tax expense

(403 849)

260 023

Deferred tax expense

8 100 504

(12 480 100)

Profit after tax

67 412 977

53 205 516

Profit for the period

67 412 977

53 205 516

Continuing Operations
Interest income

Operating expenses
Transaction and translation differences
Impairment charges

< Back to Contents Page

49

Operations Report 2018
Investing in Africa’s local prosperity

9. Financial Statements (continued)

9.3 Consolidated Statement of Changes in Equity
Consolidated Statement of Changes in Equity
At 31 December 2017 in USD

At 1 January 2017

Share capital

Share premium

1 000 000

638 415 579

Share premium contribution

32 000 000

Profit for the year
Addition to legal reserve
Exchange differences on translating foreign operations
Share of other comprehensive income of associates
Balance at 31 December 2017

1 000 000

670 415 579

Balance at 1 January 2018

1 000 000

670 415 579

1 000 000

670 415 579

Movement reserves as a result of changes in estimates 2016/2017
At 1 January 2018
Share premium contribution

10 000 000

Dividends paid to shareholders

(10 000 000)

Profit for the year
Addition to legal reserves
Dividends received in 2018
Exchange differences on translating foreign operations
Share of other comprehensive income of associates
Movement reserves upon derecognition of financial asset
Balance at 31 December 2018
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Foreign currency
translation reserve

Share of changes in
associates’ reserves

Legal reserve
associates’
companies

General reserves

Total Equity

(7 856 958)

618 095

15 711 145

(9 231 351)

638 656 510
32 000 000

58 569 355

53 205 516

53 205 516

(58 569 355)

0

(5 856 625)

(5 856 625)
814 115

814 115

(13 713 583)

1 432 210

74 280 500

(14 595 190)

718 819 516

(13 713 583)

1 432 210

74 280 500

(14 595 190)

718 819 516

(3 961 429)

(221 794)

(18 615 896)

18 615 896

(4 183 223)

(17 675 012)

1 210 416

55 664 604

4 020 706

714 636 293
10 000 000
(10 000 000)

67 412 977

67 412 977

67 851 178

(67 851 178)

0

(21 954 732)

21 954 732

0

(23 303 934)

(23 303 934)
(2 801 020)

(2 801 020)

(2 510 409)

(5 713)

(50 264)

50 264

(2 516 121)

(43 489 355)

(1 596 317)

101 510 785

25 587 502

753 428 195
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9. Financial Statements (continued)

9.4 Consolidated Statement of Other Comprehensive Income
Consolidated Statement of Other Comprehensive Income
For the year ended 31 December 2018 in USD
31 Dec 2018

31 Dec 2017

67 412 977

53 205 516

(3 050 886)

861 690

249 866

(47 575)

(2 801 020)

814 115

(8 401)

0

2 688

0

(5 712)

0

(23 303 934)

(7 067 674)

0

1 211 049

(23 303 934)

(5 856 625)

(3 691 778)

0

1 181 369

0

(2 510 409)

0

Other comprehensive income for the period, net of income tax

(28 621 076)

(5 042 510)

Total comprehensive income for the period, net of income tax

38 791 900

48 163 006

Profit for the period attributable to:
Owners of the Company

67 412 977

53 205 516

Total comprehensive income attributable to:
Owners of the Company

38 791 900

48 163 006

Profit for the year ended 31 December 2018
Items that will not be reclassified subsequently to Profit and Loss
Share of other comprehensive income of associates
Income tax relating to items that will not be reclassified subsequently
to Profit and Loss

Share of other comprehensive income of associates upon
derecognition of financial asset
Income tax relating to items that will not be reclassified subsequently
to Profit and Loss

Items that may be reclassified subsequently to Profit and Loss
Exchange differences on translating foreign operations
Income tax relating to items that may be reclassified subsequently to
Profit and Loss

Reclassification adjustment of FX differences on translating foreign
operations
Income tax relating to item reclassified to Profit and Loss
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