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EXECUTIVE SUMMARY
 

Background 

The recent macroeconomic developments had three major impacts on the financial sector: (1)
There has been a largely unproductive excess of liquidity in Burundi's financial system until 1987. 
This situation changed drastically in the middle of 1988, with a sudden shrinkage of the deposit
base and liquid reserves of the financial system, thus creating serious problems for the entire 
banking establishment. (2) The number of posted interest rates has been reduced from ninety-four
in August 1986, to three in January 1989, rendering the credit operations less complex and more 
manageable. (3) After abolishing the priori credit authorization system, theoretically there is now 
no limit to lending activities. 

Financial Establishment 

The two development finance institutions, Banque Nationale pour le Development Economique
(BNDE) and Soci6te Burundaise de Financement (SBF), continue the expansion of credit to the 
economy under competent management and with sound portfolios condition. BNDE continues to 
receive strong international financial support. 

In the commercial banking sector, there were significant changes. Le Banque Belge-Africain de 
Burundi (BBAB) merged with Banque Commerciale du Burundi (BANCOBU) in 1988, leaving the 
sector with two well-established commercial barks: BANCOBU and Banque de Credit de Bujum­
bura (BCB). In the second half of 1988, a new commercial bank, the Meridien Bank of Burundi,
started operations with an unexpectedly high Iarticipaticn of local investors in its equity base (48
percent). A fourth commercial bark, the Arab Burundi Bank of Commerce and Investment which 
started operating in 1989, faces now an uncertain future since the Saudi promoter apparently has 
second thoughts about his initial commitments. 

In the insurance sector, a new company, Union Commerciale d'Assurance et de Reassurances
 
(UCAR), ended the State monopoly of the insurance business. Again, the company was created
 
wiLh an unusually high parti -ipaticn of local private investors in its equity base (60 percent).
 

The nonbanking sector witnessed a spectacular expansion of the Savings and Credit Rural Coopera­
tives (COOPEC) system. Within four yea--- of operations, the system created 56 cooperatives in the 
puorest market segment of the economy with over 68,000 members, deposits of 330 million BuF and 
a loan portfolio of over 4,100 small loans totaling over 132 million BuF. It should be noted that the 
level of voluntary deposits under the COOPEC system is significantly higher than under the 
previous compulsory savings scheme with La Caisse de'Epargire de Burundi's (CADEBU) monopoly.
In the second half of 1988, a portfolio guarnty institution, the Fonds National de Garantie started 
operations providing loan insurance of last .esort to borrowers with insufficient collaterals to qualify
for conventional banking loans. The institution urgently needs technical assistance in the area of 
credit risk ainalysis and portfolio management. 

Among the three deposit taking institutions, CADEBU, whose management is very weak and whose 
financial statements remain unaudited since 1984, continues to create distortions in the financial 
system through compulsory savings scheme concerning all salaried persons, merchants, artisans and 
liberal professions. Another institution in the same category is La Caisse Centrale de Mobilisation 
et de Financement (CAMOFI). The mission was not given the opportunity to visit this institution. 
Finally, a holding company, Holding Arab Libyen Burundais, faces an uncertain future for political 
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and financial reasons. The institution's nonperforming assets result from unsound investments in 
equities of public sector companies. 

Legal Framework 

The legal framework remains inadequate for the needs of a modern banking system. The Central 
Bank's control of the banking establishment are limited to three financial ratios whose method of 
computing is conceptually weak. The standards of accounting are left to the discretion of individual 
institutions. Certification of accounts suffers from the absence of specific auditing rules and 
instructions defining the standard of professional competence, auditors' rights and their liabilities 
via-a-vis their clients. Serious dichotomies persist between the accounting practice and the Internal 
Revenue Service with often arbitrary views as to what constitutes legitimate income and admissible 
business expenditures. Finally, there are no guidelines concerning the treatment of contentious
 
loans, provisions for bad debts and disposal of nonperforming assets.
 

Collaterals and Guarantees 

All bank lending is backed by some form of collateral, the mortgage of the borrower's real estate 
property being the prevailing form. The enforceability of guarantees is legally difficult and time 
consuming. The situation became legally more complex with the introduct:rn in January 1987 of 
the revised Code Foncier. Under this code, the Treasury has a priori claim with no ceiling on all 
guaranteed property even when the State has not previously laid claims to the mortgage. Legally,
the State preemptive right is equivalent to lending without guarantee. However, in the mission's 
opinion, the real problem of guarantees does not reside in the legal aspects but in a sharp conflict 
between the jurisprudence, and a strong sociocultural tradition which rejects the entire "imported" 
legal theory governing the lendor's claims. The importance of the portfolio guarantee scheme should 
be viewed therefore from this perspective. 

Credit to Small- and Medium-Size Enterprises (SMFs) 

The mission found no evidence of discrimination by financial institutions against bankable SME 
projects. As a matter of fact, the concept of loan classification by the relative size of enterprise does 
not fit the established banking practice. The bankers make distincti;,i between personal loans and 
business loans which in turn are classified by purpose: capital investments, working capital loans, 
etc. In the rual analysis, the bankers' only concern, are the risk factor of the loan and its profit
making potential, whatever the size of the loan may be. It is certain that the risk factor my be 
attenuated by the quality of borrower's collateral or the availability of a loan guarantee scheme 
willing to insure the lendor against a bad credit whenever the collaterals are deemed insufficient. 
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INTRODUCTION
 

At the request of the Resident Mission of the United States Agency for International Development
(PIO( 695-0510-390002), Mr. Roman Semkow, Financial Consultant, visited Burundi between May
24 and July 3, 1989, to perform a financial sector study. This is the report of that mission. 

Terms of Reference 

The terms of reference were defined as follows: 

To examine in detail the structure and behavior of the financial institutions 
including commercial banks and nonbank financial intermediaries. This examination 
includes the structure of assets and liabilities of each type of intermediary, and the 
extent to which the assets of each type of institution are made up of loans to the 
Government of Burundi or to parastatals. 

To examine in detail the lending policies of the various types of financial institutions 
toward small enterprises. This includes the terms, interest rates, auxiliary charges,
and other conditions on which loans are made and the extent to which those differ 
between small enterprises and other private sector borrowers. Financial institutions 
practices regarding collateral are also examined as well as the effectiveness of any
loan guarantees; and whether small borrowers are able to obtain loans through the 
use of such guarantees, and whether lenders require collateral in addition to 
guarantees.
 

To examine the impact of public sector policies, broadly defined, on the availability of 
financial services to small-scale entrepreneurs. This section considers not only the 
effects of interest rates and similar controls which may inhibit the access of high­
cost borrowers to financial system credit, but also such factors as the existence of 
title to real property and the ability of lenders (including informal sector lenders) to 
enforce their claims through judicial or other process. 

Methodologv 

The report is based on discussions with government officials, officers of financial institutions,
representatives of bilateral and multilateral agencies, local economists and resident experts of the 
World Bank's Technical Assistance Programs; a review of pertinent economic reports and financial 
institutions' statements; and the consultants' previous experience with Burundi's financial system as 
a member of World Bank's appraisal missions. (See Annex 10: List of Persons Met.). 

Organization of Present Report 

The present report concentrates on the description, functioning and performance of the institutions 
of the financial sector, the legal framework and the role of the Central Bank. The general
macroeconomic and monetary issues are discussed insofar as they provide the necessary background
for a proper understanding of the overall functioning of the system. 

Chapter 1 contains a summary review of major economic and monetary developments during 1984­
1988. Chapter 2 focuses on the description of the financial sector and its institutions. Chapter 3 
presents the overviews of banking regulations. Chapters 4 and 5 concentrate on the credit issues. 
Chapter 6 concentrates on the functioning and practices of the system. Finally, Chapter 7 contains 
a summary of the supply-side issues concerning the credit to small borrowers. 
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CHAPTER 1 

AN OVERVIEW OF ECONOMIC ENVIRONMENT 

A. Economic Backeround 

L The Structural Adjustment Progra 

The development of the financial system in Burundi during the late 1980s has to be set against an
economic background characterized by the implementation of radical macroeconomic and sector 
policies reforms. In 1984, faced with serious external and domestic imbalances, the Government of 
Burundi requested assistance from the World Bank and the International Monetary Fund to help 
prepare and implement a reform program with the dual objective of restoring financial equilibria in 
the short-term, and initiating medium- and long-term structural changes in the economy. Preparat­
ory work started in 1985 and the first measures were implemented one year later. 

The economic policies and institutional changes which have taken place since represent a fundamen­
tal change in the basic economic doctrine of the country. This change is conducive to growth of the 
productive sectors of the national economy. 

2. Foreign Exchange Policies 

Until November 1983, the local currency unit, the Burundi Frani' (BuF) was pegged to the US 
dollar at a rate of $1 = 90 BuF. In November 1983, the official rate of exchange was pegged to the 
Special Drawing Rights (SDR) at a rate of SDR I = 122.7 BuF, an implicit devaluation by 30 
percent of the local currency against the US dollar. Remaining relatively stable until 1988, the 
Burundi Franc was devaluated in February 1988 by 10 percent and by another 15 percent during
the year through a series of monthly slippages. On December 31, 1988, the official rate stabilized at 
SDR I = 201.0 BuF. The foreign currencies officially quoted by the Central Bank comprise US and 
Canadian dollars; German Mark; Japanese Yen; British Pound Sterling;, Dutch Florin; Danish,
Norwegian and Swedish Crowns; Swiss, French and Belgian Francs; Italian Lira; Austrian, Kenyan,
Ugandan and Tanzanian Shillings; and Zaire's Zaire. The foreign exchange controls remain in effect 
and procurement of hard currency for business purposes is time consuming. 

B. Economic Performance 1984-1988 

1. Gross Domestic Product (GDP) 

The GDP at market prices experienced a growth of 17 percent in 1985, followed by a period of 
stagnation between 1985-1987, and an estimated growth of 14 percent in 1988. The economy
remains essentially rural. The primary sector's input to the GDP at factor cost ranges between 56 
and 61 percent with about 75 percent of inputs remaining nonmonetized. In the secondary sector,
about 20 percent of inputs are nomonetized and another 25 percent are defined as traditional. In
the tertiary sector, the Civil Service represents about 50 percent of inputs and traditional commerce 
another 10 percent. In over-all terms, the monetized GDP represents about 60 percent of the total 
GDP at factor cost end the modern activities less than 40 percent. During the last decade both the 
monetized and modern sectors expressed as a percentage of total GDP have flictuated within a very 
narrow range without any discernible tendency. 
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2. Foreign Trade 

Between 1980 and 1984 the trade deficit increased from 11.2 to 16.2 billion BuF. In 1986, the trend 
reversed itself reducing the deficit to 10 billion BuF. in 1987, the deficit deteriorated suddenly by 97 
percent to 19.5 billion BuF. In 1988, another deterioration of 10 percent brought the deficit to 21.3 
billion BuF. The latest decline could be attributed to the combined effects of two factors. 

a. Impo 

In 1987, coinciding with the liberalization of trade, the imports increased by 20 percent from 27.8 to 
33.4 billion BuF. In 1988, a second increase of 21 percent from 33.4 to 40.5 billion BuF was 
provoked this time by a series of successive devaluations of the Burundi Franc. Both increases 
mopped up excess liquidity from the banking system and immobilized money in excess inventories. 
(See Tab!-c 1.1) 

TABLE 1. 1 
COMPOSITION OF IMPORTS, 1984-1988 

1984 1985 1986 1987 1988 

(BuF million) 

Non-Factor Services 
Merchandise Imports 

7293 
22383 

4162 
22155 

4639 
23195 

7983 
25465 

11596 
28885 

Structure 

(in percentages) 

Capital Goods 
Raw Materials 
Oil Products 

Consumer Goods 

25.2 

25.2 
17.6 

32.0 

30.7 

23.7 
17.1 

28.5 

28.0 

26.0 
13.2 

32.8 

35.6 

23.1 
14.2 

27.1 

33.9 

24.4 
12.7 

29.0 

Source: Central Bank Staistical Appendix. Table 2. 
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Between 1984-1986, the exports increased from 13.4 to 11.9 billion BuF. In 1987, the exportsdropped to 13.9 billion Buf and in 1988, increased again to 19.1 billion BuF. The erratic export
performance is influenced by coffee. It should also be noted that since 1981, the manufacturing
sector started exporting to the regional markets and between 1980-1987, the exports of manufactur­ing goods increased from 0 to 1.6 billion BuF. However, in 1988, these exports dropped to their 
1987 level of 1 billion BuF. (See Table 1.2) 

The export performance of the principal commodity, coffee, is influenced by five independent factorsincluding three-year production cycles, uneven quality of the processed product, quotas imposed by
the International Coffee Agreement, world market prices, and the efficiency of the State monopoly in 
charge of the product and its marketing. (See Table 1.3) 

TABLE 1.2
 
COMPOSITION OF EXPORTS, 1984-1988
 

1984 1985 1986 1987 1988 

(BuF million) 

Non-tactor services 1610 1124 2714 2869 1146 
Merchandise Exports 11829 13462 15230 11107 17988 

Structure (in percentages) 

Coffee 88.0 84.2 85.2 71.1 86.2 

Other primary products 11.5 10.3 7.7 14.8 8.1 
Manufacturing goods 4.5 5.4 7.1 14.1 5.7 

Source: Annex 11, Table 2 
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TABLE 1.3 
COFFEE EXPORTS, 1984-1988 

1984 1985 1986 1987 1988 

Export value, BuF million 9930 11354 12891 7891 15504 

Export volume, tons 29081 34087 36589 27071 36684 

Price, BuF 341 333 351 291 422 

a/ From 1986, exports are fob Dar-Es-Salnam instead of fob Bujumbura. 

At present, the Government has a monopoly of the entire production and marketing cycle through
two fully government-owned public en~erprises: The Office des Cultures Industriales du Burundi
 
(OCIBL) controlled by the Ministry of Agriculture and the Burundian Coffee Marketing Board
 
(BCC) controlled by the Ministry of Commerce and Industry. 
 OCIBU is in charge of financing the 
coffee campaign, importation and distribution of inputs, collection of semi-washed parchment coffee, 
hulling and bagging. BCC on the other hand, is in charge of the marketing and shipping. 

The Coffee pricing mechanism system is rigid and provides few incentives to improve efficiency.
each year, before the official campaign begins in April, the State determines the prices to be raid to 
farmers for parchment coffee, as well as the amount to be paid to each intermediary. The
 
intermediaries, including 
 OCIBU and BCC, are paid a fixed cost-plus price to finance their costs end 
profits. Once all the costs are determined and related to the anticipated production volume, the 
actual financing is done by a bankers' consortium that allocates quotas to its members. Upon
payment by foreign buyers, the diffference between the job cost Dar-es-Salaam and the relized sales 
price is withheld by the Treasury through the Central Bank after replenishing the Coffee Stabiliza­
tion Fund to the authorized limit of 1 billion BuF. The residual profits belong to the State. 

3. The Current Account and Balance of Payments 

Between 1984 and 1985, the Current Account deficit was reduced from 14.1 to 8.3 billion BuF. In 
1987, the deficit increased to 18.7 billion BuF. The following year the deficit was reduced again to 
8.8 billion BuF. The improvement has resulted from thp reduction by 4.5 billion BuF in the net
 
factor income and an 
increase of 7.2 billion BuF in net current transfers. 

Between 1984 and 1986 the Balance of Paymeots improved by 4.9 billion BuF: from a negative 0.5 
to a positive 14 billion BuF. In 1987, the Balance declined by 5.2 billion BuF to a negative 0.8 
billion BuF. In 1988, it improved again by 4.0 billion BuF to a positive 3.2 billion BuF. This 
improvement was due to a reduction by 9.3 billion BuF in Gross Domestic Investments which 
declined from 21.1 to 11.8 billion BuF. The decline of the GDI concerned almost exclusively net 
medium- and long-term loans. 

4. Public Debt 

Burundi's outstanding pubic debt, ineluding amounts still undisbursed, which stood at 59.8 billion 
BuF in 1984, increased to 142.2 billion BuF by 1988, an increase of 138 percent. The main increase 
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took place between 1986-1988: 23 percent in 1987 and 34 percent in 1988. During the latter year,
the Public debt reached 90 percent of the total GDP and 143 percent ef the monetized GDP. 

a. External Debt 

The external debt which stood at 41.1 billion BuF in 1984 increased by 1988 to 116.4 billion BuF, 
an increase of 183 percent. The increase was 14 percent in 1988. Of the outstanding amount, 70 
percent is owed to multilateral organizations 27 percent to bilateral organizations and 3 percent to 
financial institutions. About 96 percent of the external debt is the direct obligatiOnI of Lhe Govern­
ment. The remaining 4 percent is the obligation of public corporations and the national Develop­
ment Bank (BNDE). About 89 percent of the debt is on concessional terms. -.bout 11 percent of 
nonconcessional borrowing occurred mainly during 1081 and 1982 to finance the Government's
 
industrial ventures.
 

The external debt has an average interest rate of 1.5 percent, 38 years maturity and 9 years period
of grace. About 81 percent of Burundi's external debt structure does not lend itself to the paris
Club type of rescheduling. By 1988, the external debt represented 74 percent of the total GDP and 
117 percent of the monetized GDP. 

b. Domestic Debt 

The domestic debt, which stood at 18.7 billion BuF in 1984, increased to 25.7 billion BuF by 1988, 
an increase of 37 percent with out any significant variations in between. ABout 67 percent of the 
domestic debt resulted from Central Bank operations and another 22 percent from government 
papers. By 1988, the domestic debt represented 16 percent of the total GDP and 26 percent of the 
monetized GDP. 

c. External Debt Service 

Due to the nonconcessional loans and the bunching of maturities of concessional loans, debt service 
payments increased from 2.2 billion BuF in 1984 to 7.1 billion BuF by 1987, with the following
annual percentage increases: 59 percent in 1985, 17 percent in 1986, and 69 percent in 1987. The 
drastic 1987 increase may be attributed to an unusually high bunching of nonconcessional loans and 
prepayments by some public sector institutions anticipating the 1988 devaluation. By 1988, the 
external debt service was reduced to 5.9 billion BuF, representing nevertheless 33 percent of total 
exports. 

d. l)omestic Debt Service 

Between 1984-1987, the domestic debt service increased from 1.2 to 4 billion BuF. The biggest 
increase (120 percent) took place in 1985. From then on, public debt service has increased by a 
steady 20 percent anually. By 1988, the domestic debt service represented 3 percent of the total 
GI and 10 percent of' the monetized GDP. 

5. Medium-TermFu'iicinl, Requirement 

The World Bkink's last alternative scenario evaluated the total medium-term external financing
requiremerns at $1.13 billion of' which amount about $350 million would be made available from 
disbursements of previously contracted debt and $25 million from direct' investments that would 
require aggressive polices to attract such resources. A shortfall of $770 million would have to be 
met from new commitments. To generate this lev(l of disbursements and to accommodate its 
future debt service requirements, Burundi will require totd new loan commitments of about US 150 



million per year for the next five years. Such level of new commitments representing approximately 

25 percent of the monetized GDP has been never attained before. 

6. National Account Summr 

The domestic consumption expressed as a percentage of the GDP at market prices maintained itself 
at a 95 percent level during 1984-1987. In 1988, the consumption dropped to 90 percent. 
Consequently, domestic savings which during 1984-1987 represented on the average 4.7 percent of 
the GDP at market prices, have increased sharply to 9.9 percent. This is a comparatively low rate 
of savings in relation to other Sub-Saharan countries: 6 percent for Uganda; 9 percent for 
Zimbabwe, 15 percent for Z7nmbia; 18 percent for Mauritius, and 20 percent for Kenya. The gross
capital formation declined from 21.7 to 19.2 billion BuF. The borrowing requirements declined from 
21.7 to 19.2 billion BuF during 1984-1985 and increased in 1988 to 29.2 billion Buf. The borrowing 
requirements declined from 14.1 to 11.6 billion BuF between 1984-1985, maintained themselves at 
that level through 1986, and increased again to 14.7 billion BuF in 1987. 

7. Current Budget 

During the three-year period 1984-1986, total revenues increased form 15.1 to 22 billion BuF. In 
1987, the revenues declined by 4.1 billion BuF and in 1988 increased again by 6.1 billion BuF to a 
level of 23.9 billion BaF. rhe 1988 increase resulted essentially from two revenues sources: 
indirect taxes, which went up by 3.7 billion BuF, and the xecovery of commercial credits, which 

TABLE 1.4 
PUBLIC DEBT AND DEBT SERVICES, 1984-1985 

1984 1985 1986 1987 1988
 

(growth index, base 1984 = 100) 

Total Public Debt 100 116 146 !79 238 
Foreign 100 115 159 200 283 
Domestic 100 118 118 131 138 

Total Public Debt Service 100 181 215 317 --

Foreign 100 159 186 315 261 
Domestic 100 221 269 322 -­

as % GDP at market Pirces 100 117 116 117 134 
as % GDP at Factor Cost 100 118 115 120 135 
as % Monetized GDP 100 115 115 123 150 

p/provisional estimates 
Source: Annex 11, Table I ard Iable 4 
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•,'ent up by 2.7 billion Bu?. The 1989 revenue projections of 29.7 billion BiuF focused on: indirect 
taxes: up by 0.7 billion BuF; direct taxes: up by 0.5 billion Buf; recovery of commercial credits: 
up by 0.5 billion BuF; and a new revenue source, compulsory dividends from public companies, 
projected 3 billion Buf. The recurrent expenditures, after three years of relative stagnation 
increased between 1986-1988, from 16.7 to 20.1 billion BuF. The increase concerned mainly public 
expenditures and subsidies. The 1989 budget projections would increase the recurrent expenditurej 
by another 3.8 billion BuF. 

The 1989 projected balance in terms of commitments amounts to 5.8 billion BuF and to 3.4 billion 
BuF in terms of payments. . ccording to the World Bank, the impar.t of the public sector on the 
Government's finances amow.,ts to 8.9 billion BuF, almost one third of the current budget 

8. Money Supply 

Broad money expressed as percentage of the GDP at market prices climbed from 16.9 percent in 
1984, to 18.1 percent in 1986 and then went into decline reaching 16.8 percent in 1988. Commer­
cial money (demand deposits plus quasi-money) went into a steady decline one year sooner: from 
10.7 percent in 1985 to 9.3 percent in 1988. The same pattern concerning commercial money is
 
evident in the structure of the broad money supply. Expressed as percentage of total, commercial
 
money declined form 62.1 percent in 1985 to 53 percent in 1987, with a slight improvement of 2.3
 
points in 1988 due primarily to a large increase in term deposits. This increase has been achieved 
at the expense of demand deposits which went down by 5.7 points: from 43.2 to 37.5 percent. This 
is the second year in a row that these deposits declined. The previous year the decline reached 6.6 
points: from 49.8 to 43.2 percent. However, the entire structure of quasi money is somewhat 
artificial due to the presence of compulsory savings which fluctuate independently within a nar'row 
range of 8.1 to 11.0 percent of Broad money. These compulsory savings are monopolized by the 
state-owned saving institution, La Caisse d'Epargne du Burundi (CADEBU), which uses them as a 
source of funds for financing the public sector. Outside commercial money, currency in circulation 
increased somewhat sluggishly fro 24 billion BuF in 1985 to 26.6 billion BuF in 1988. 

9. Financial System's Liquidity 

The financial system's liquidity dropped sharply and suddenly in 1988. The total of independent 
factors representing the currency in circulation and various claims has been reduced by 1.9 billion 
BuF: from a positive 1.3 billion BuF in 1987, to a negative 0.6 BuF billion in 1988. The liquidity 
crisis has been attenuated by an unusually high and unprecedented increase in claims on abroad. 
These claims, representing special drawing facilities and debt disbursement "on call", increased by 
11.5 billion BuF from 7.6 to 19.1 billion BuF as of February 1989. The crisis was also 
attenuated by Central Bank's intervention involving refimancing operations of 2.2 billion Buf. This 
last measure brought the total liquid reserves to its 1988 level of 1.6 billion BuF, still 1.4 billion 
BuF short of the 1987 level of 3 billion BuF. 
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TABLE 1.5
 
CURRENT BUDGET, 1984-1989
 

1984 1085 1986 1987 1988 1989
 

(Sources and uses of revenues as percentage of total) 

Revenues 100.0 100.0 100.0 100.0 100.0 100.0 
Direct Taxes 38.2 22.6 20.6 23.9 18.7 16.5 
Indirect Taxes 63.9 72.8 69.5 64.9 64.2 60.6 
Adm. Revenues 2.1 4.6 5.5 7.4 12.7 7.7 
Other Revenues - - 4.4 3.8 4.4 15.2 

Recurrent Expend. 100.0 100.0 100.0 100.0 100.0 100.0 
Public 76.0 71.6 73.4 69.8 72.9 71.3 
Subsidies 23.3 25.0 26.0 29.2 27.1 28.1 
Other 0.7 3.4 0.6 1.0 ­ -

(Growth of Balance index, base 1984 = 100) 

commitments 100 153 311 168 208 322
 
payments 100 220 694 182 171 560
 

Source: Annex 11, Table 7
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CHAPTER 2
 

BURUNDPS FINANCIAL EsTABLISHENT
 

Burundi's financial establishment comprises seven banking institutions and 11 nonbanking ones. 
The banking sector includes the central bank, two development banks and four commercial banks. 
The institutions, three insurance companies, a social security fund, a rural credit cooperatives 
system and two institutions mobilizing credit for coffee campaigns. 

The combined equity capital in the 12 institutions set up as stock companies amounts to 4.5 billion 
BuF. The Government of Burundi controls the majority of this capital either through direct 
holdings or indirect holdings as partner in a complex network of equity positions in public,
parastatal and private companies. The best estimate of the ownership structure of this combined 
equity capital is shown in Table 2.1. 

TABLE 2.1
 
OWNERSHIP PATTERN OF FINANCIAL INSTITUTIONS
 

ITEM F milli Percentage 

Combined equity capital 4,456 100.0
 

Direct GOB Holdings 1,238 27.8
 

Indirect GOB Holding 1,462 32.8
 

Bi-and-MultiLat. Agencies 340 7.6
 

Holdings
 

Foreign Private Invest. 968 21.7
 

Holdings
 

Local Private Holdings 448 10.1
 

Source: Mission research 
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A. The Central Bank 

La Banque de La Republique du Burundi (BRB) was established by an Act of April 9, 1964, and 
assigned the typical functions of a modern implementation of the monetary policy, the issuing of 
currency, the nmnagement and control of credit, the management of foreign reserves, the manage­
ment of the regulatory policies concerning the financial system, and the accounting and auditing to 
the Treasury. In addition to its nornd functions, the BRB runs various services for banks such as 
a clearing house and a credit risk coordinating unit and provides banking services for public sector 
companies. 

The bank is placed under the authority of a Board of Directors composed of the Governor as 
Chairman und two Administrators, one of them acting as Vice-Governor. Between October 1986 
and October 1987, BRB was without a Governor and its Board of Directors was virtually inactive. 
Three Senior Directors are appointed as Special Counselors to the Governor. The accounts of the 
Bank are audited by two cornmissanesaux comptes appointed by the Minister of Finance. The 
Bank has two field offices, one of which is in Gitega and the other in Ngozi. Its headquarters in 
Bujunbura is divided into 16 departments. 

Between 1987 and 1988, BtRB assets increased from 28.1 to 32.5 billion BuF. The 1988 Balance 
Sheet shows 10.7 billion Bul in reserves (33 percent of total assets) and 48.8 billion BuF in claims 
on the Treasury (48.8 percent of total assets). The net changes show a 2.8 billion BuF increase in 
reserves, a 2.6 billion BuF increase in claims on financial institutions arid a 1.3 million BuF 
decrease in caims on the Treasury. The net changes in Liabilities show a 1.4 billion BuF decrease 
in financial institutions deposits and a 1.0 billion BuF decrease in Treasury and Local governments' 
deposits. Foreign Missions and Agencies deposits show a net increase of 2.2 billion BuF and other 
liabilities an increase of 2.9 billion BuF. The summary Balance Sheet of the Central increase of 2.9 
billion Bul. The summary Balance Sheet of the Central Bank is attached as Annex 1. 

B. The Development BanLs 

1. Banque National pour le Development Economigue (BNDE) 

Established in 1967, as a Limited Liability company, the BNDE is Burundi's principal development
finance institution. Its initial equity base of 60 billion BuF was expanded several times to reach 740 
million BuF in 1988. BNDE share holders are: The Government of Burundi: 25.95 percent; public
and mixed-economy companies: 22.12 percent; international development assistance organizations: 
45.96 percent; other share holders: 5.97 percent. Alimougli earning reasonable profits (8.7 percent 
on equity cal)ital in 1988), the BNDE has preferred to build up its equity base and reserves rather 
than pay dividends. 'The BNDE's objectives are to provide term loans and equity funds to 
agricultural, industril and tourist. enterprises. The institution is very well managed. The BNDE 
has an outstanding loan portfolio of 3.4 billion Bul" (excluding the coffee campaign), as shown in 
Table 2.2. 

Between 1987 and 1988, BN1)E assets decreased from 6.6 to 5.0 billion BuF. The increase of credit 
to the (-eonomv and decrease in other c:.isets cancelling each other, the decrease resulted from a 
brutad drop in liquid reserves: from l(Al.1 to 24 million BuF. In its liabilities, the institution lost 2.6 
billion Buil]' in call monev and deniand deposits, a loss conupensated partially by about 1.0 billion 
BuF increase in time deposits, inedium and long-term loans anid other liabilities. Institution's 
liquidity ratio (ropped from 46.:1 percent in 1987 to 2.A percent in 1988, but its debt equity ratio 
inIproved from 5.2.:] to 3.1:1. BNI)I. Summa1lltry [alance Sheet is attached as Annex 2. 
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TABLE 2.2
 
BNDE'S OUTSTTANDING LOAN PORTFOLIO, 1988
 

(BuF million) ST MT LT Total 

Housing - 26 885 911 

Commercial and Artisa ­ 356 71 427 

Industry - 404 444 848 

Tourism - 47 132 179 

Agriculture 193 143 288 624 

Small Loans 458 - - 458 

Total 651 976 1820 3447 

Source: BNDE 

2. Socitk Burundaise deFiRmancement (SBF) 

Established in 1982, as a limited liability company, the SBF is Burundi's other development finance
institution. Its equity base was expanded in 1988 to 860 million BuF. SBF shareholders are: the 
Government of Burundi- 16.0 percent; public and mixed economy companies: 58.6 percent; local

private investors: 26.2 percent. 
 In 1986, the SBF earned a net profit of 86 million BuF (10.0
percent on equity capital). No dividends were distributed. The institution is well managed.
The SBF provides terms loans for :.ousing and commercial and transport equipment and has an 
outstanding loan poitfolio of 3.3 billion BuF (excluding the coffee campaign), as shown in Table 2.3. 

Between 1987 and 1988, SBF assets increased from 4.7 to 5.7 billion BuF. The increase resulted
mainly from new investments in government securities (0.3 billion BuF) and 0.7 million BuF 
increase in other assets, in its liabilities, the institution increased its capital and reserves by 0.3
billion BuF, time deposits by 0.4 billion BuF and other liabilities by 0.2 billion BuF. The institution
has no call money and demand deposits in its liabilities structure. Its liquid assets dropped from
102 ',o 22 million BuF, but its debt-equity ratio improved from 5.6:1 to 4.6:1. SBF Summary Sheet 
Balance is attached as Annex 3. 

C. Commercial Banks 

1. Banque de Credit de Buiumbura (BCB) 

The bank has an unchanged equity capital of 400 million BuF with the following ownership
structure: the Government of Burundi: 11 percent; public and mixed-economy companies: 40 
percent; foreign banks: 42 percent; local private investors: 7 percent. In 1988, 
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TABLE 2.3 

SBF OUTSTANDING LOAN PORTFOLIO, 1988 

(Million BuF) Loans 

Short-Term 813 196 

Medium-Term 2,076 199 

Long-Term 256 13 

Total 3,145 408 

the BCB earned distributed 74 million BuF in dividends (18.5 percent on equity capital). The bank 
is professionally managed. 

Between 1987 and 1988, the bank's assets increased from 5.9 to 9.4 billion BuF. The increase 
resulted mainly from a 4.0 billion BuF short-term credit increase to the economy, of which amount 
2.0 billion BuF represented a net increase in BCB participation in the bankers' syndicate coffee
 
campaign. The bank's liquid assets 
were reduced from 561 million to 97 million BuF. Combined
with an increase of call money and demand deposits from 4093 to 6944 million BuF on the 
liabilities side of the Balance Sheet, the bank's liquidity ratio dropped from 13.7 percent to 1.4 
percent. Its debt-equity ratio went up from 10.0:1 to 14.7:1. The investments in government

securities represented 3.4 percent of total assets, down from 6.7 percent in 
 1987 the maturities of

deposits and credits are well-matched. The ration of time deposits percentage of sight deposits
as 
went up from 18.5 to 21.2 percent. The bank is well managed. The BCB Summary Balance Sheet 
is attached as Annex 4. 

2. Banque Commerciale du Burundi (BANCOBU)j 

The bank increased its equity capital from 210 to 330 million BuF, with the following ownership
structure: the Government of Burundi- 3 percent; public and mixed-economy companies: 42 
percent; foreign investors: 49 percent; local private investors: 6 percent. In 1988, the bank earned a
profit of 57 million BuF (17.3 percent on equity capital) and distributed 28 million BuF in dividends 
(8.5 percent on equity capital). The bank is professionally managed. 

Between 1987 and 1988, the bank's assets increased from 5.7 to 9.1 billion BuF. The increase 
resulted mainly from a 3.6 billion BuF short-term credit increase to the economy, of which amount
1.2 billion BuF represented a net increase in BANCOBU participation in the bankers' syndicate
coffee campaign. The bank's liquid assets were reduced from 952 to 380 million BuF, while the call 
money and demand deposits in its liabilities increased from 4417 to 6924 million BuF. As a result,
the liquidity ratio stayed at 12.6:1. The investments in government securities represented 8.2 
percent of total assets, down from 11.6 percent in 1987. The maturities of deposits and credits are
well matched. The ratio of time deposits as percentage of sight deposits went up from 11.5 to 14.0 
percent. The bank is well managed. Bancobu's Summary Balance Sheet is attached as Annex 5. 
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3. The Meridan Bank of Burundi (MRB) 

The bank opened in 1988, as a limited liability company with an equity base of 300 million
subscribed by: local private investors: 48 percent; public and mixed-economy companies: 27

BuF 

percent; a foreign bank: 25 percent. After five months of operations, the banks' assets stood at 1.2
billion BuF. Investments in government securities represented 41.3 percent of total assets and itsliquidity ratio stood at 13.9 percent. The bank is well managed. MBB's Summary Balance Sheet is 
attached as Annex 6. 

4. The Arab Burundi Bank of Commerce and Investment 

After an official opening in August 1988, the bank started operations in 1989 as a limited liability

company. The bank's equity structure is unclear and the subscribed capital of 330 million BuF is
under review since the Saudi promoter apparently has had some second thoughts about his
 
commitments.
 

D. Deposit Taking Institutions and Holding Compan 

L Holding Arab I'byen Burundais (HALB) 

For political reasons alone, the future of this institution is uncertain. The holding company tookequity positions of 5.2 billion BuF in several parastatal and mixed economy enterprises and these
 
assets representing 54 percent of the total are nonperforming. In consequence, HALB has been

incurring operating losses which should 
have been reflected in its Capital and Reserves structure.
An informal evaluation of the holding's nonaudit-d imiancial statements is attached as Annex 7. 

2. La Caiqse Centrale de Mobilisation et 1- Financement (CAMOFI) 

The mission was not given the opportunity to visit this institution. It would appear however that
CAMOFI's principal sources of funds are the deposits of public institutions and fines imposed onbanking institutions for noncompliance with certain regulatory instructions. The information
contained in Central Bank's Monthly Bulletins indicate that CAMOFI's assets increased from 4.3 to5.8 billion BuF between 1987-1988. The structure of its assets would indicate that 76 percent ofclaims are on the Government and public sector. The liquid assets increased from 5 to 91 million,
the net profits decreased from 128 to 74 million BuF and the debt-equity ratio stayed at a level ofabout 20.2:1. The capital and reserves are estimated at 259 million BuF, up from 128 million in
 
1987.
 

3. La Caised'Epargne du Burundi (CADEBU) 

CADEBU is a special case. The institution was saved from certain bankruptcy by the introduction
in 1987 of a compulsory savings scheme which created serious distortions in the financial system.
At present, the compulsory savings scheme is based on three categories of deposits blocked for
savings scheme is based on three categories of deposits blocked for three years at 3 percent interest:(1) All salaried persons: 5 percent of gross income withheld at the source (2) Merchants and
independent professions: an annul flat assessment ranging from 2,500 to 15,000 BuF (3) Artisans: 
an annual flat assessment ranging from 500 to 10,000 BuF. The assessment of farmers was
abandoned in 1988. After three years, the depositors can withdraw one year of savings with 
interest. CADEBU operates through its branches. 
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The information contained in Central Bank's Monthly Bulletins indicate that CADEBU's total assets 
decreased from 3.5 to 2. billion BuF between 1987-1988. About 55 percent of its assets are in 
form of claims on the govrnment and public sector and 94 percent of its liabilities are in form of 
compulsory savings. The management of CADEBU is very weak and its exact frmancial situation
 
unknown since the last audit of CADEBU accounts took place in 1984.
 

4. Office of Cheques Postaux (CCP) 

The postal checkipg system is attached to the Financial Department of the National Post Office 
under the Ministry of Transport, Posts and Telecommunications. The sources of funds of the 
system come from voluntary deposits to checking accounts of civil servants and private individuals in 
the provinces where the CCP has a network of 25 branch offices. In 1988, the CCP had total assets 
of about 0.5 billion BuF consisting exclusively of claims on the Government. In its liabilities, the
 
CCP had about 0.2 billion BuF in small deposits and 0.3 billion BuF in deposits from public
 
institutions and banks.
 

E. Other Institutions 

1. Insurance Companies 

The total domestic insurance market is estimated at about 1.3 billion BuF. This market is now 
shared by two companies: Societ d'Assurance du Burundi (SOCABU) (1 million BuF) and a new 
company, Union Commerciale d'Assurance et de Reassurances (UCAR) (0.3 billion BuF). There is 
now strong competition between these companies for market shares. 

a. Societ d'Assurance du Burundi (SOCABU). 

This mixed economy company used to have till 1987 a de facto monopoly in the insurance business
 
in the country. Its equity capital 
of 180 million BuF has the following ownership structure: the
 
Government of Burundi: 25 percent; parastatal and mixed-economy companies: 73 percent;
 
Burundi's banking sector: 3 percent.
 

b. Union Commerciale d'Ashurance et de Reassurances (UCAR) 

This new company was created in 1986 with the share capital of 60 million BuF with the following
ownership structure: The Government of Burundi: 30 percent; local private investors: 60 percent; 
a foreign insurance company and sponsor: 10 percent. 

c. Fonds Natiol de Garantie (FNG) 

For convenience sake, this loan portfolio guaranty institution could be considered as an insurance 
company. FNG was estalished as a limited liability company with a capital of 300 million BuF by 
a speci-d Decree of 14 June, 1988, to insure high-risk loans or loans without sufficient collateral,. 
The ownership structure of the subscribed capit.al is the following: the Government of Burundi: 
70.67 percent; the Central Bank: 16.67 percent; local banks: 12.66 percent. The FNG has about 
17 loans in the pipeline with the following average loan characteristics: Project cost: 2.5 million 
BuF; loan request: 1.9 million 13u1"; leverage 76 percent; terms: 4.1 years; grac,- period: 1.3 
years; guarantee requested: 1.1 million; risk coverage: 58 percent of the loan requested. The fund 
needs urgently professional assistance to set up its operations on a sound basic: one credit risk 
andyst and one portfolio managenienmt speciadist. 
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2. Office des Cultures Industrielles du Burnmdi (OCIBU) 

As mentioned in Chapter 1, this organization projects budget requirements for each coffee campaign
subject to approval by the Government, imports and distributes inputs, collects, hulls and bags the 
product, and acts as a paymaster to farmers and intermediaries of transactions. The actual 
financing of coffee campaigns is done now by a bankers' syndicate. The coffee Equalization Fund
 
acts only as a keeper of equalization reserves established at 1 billion BuF.
 

3. Institut National de in S&-_rit6 Sociale (INSS) 

The institute has been set up in 1962 as an autonomous organization under the supervision of the 
Ministry of Social Affairs to administer the retirement and workers compensation funds. Its sources 
of funds; are the compulsory insurance premiums of 7.5 percent of gross salary with a ceiling of 
25,000 BuF per month. Approximately 70 thousand employees are insured by the system. The 
institute invests money in government papers and in equity funds. 

4. ThIe Savings and Credit Rural Cooperatves (COOPEC) System 

The COOPEC system was set up in 1984 under the Rural Development Ministry with the French 
Assistance Program. This is by far the most spectacular and the most cost-efficient venture in 
Burundi. Operating in the poorest segment of the market with a total grant of 8.8 million French 
Francs and assisted by three French experts, the results are shown in Table 2 4. 

The system expects to be accredited by the Central Bank and intends to develop a nation-wide 
network of private and autonomous cooperative banks. The COOPECs pay 3 percent on all deposits
and lend to members only at rates between 11 to 14 percent according to the use of the credit. 

F. The Informa' Sector 

The size and precise nature of the informal financial sector in Burundi is unknown. On the more 
legal side, there is a growing number of informal Mutuelles de Credit (Credit Unions) organized by
professions. On the illegal side, it would appear that Bujumbura is rapidly becoming a regional
contraband center which would require an underground financial system to finance the operations 
and launder proceeds. 

TABLE 2.4 
THE GROWTH OF THE COOPEC SYSTEM, 1985-1985 

1985 1986 1987 1988
 

Number of Cooperatives 10 20 34 56 

Number of Members 4525 23501 43982 68390 

Share Capital (BuF million) 3 13 25 40 

Deposits (BuF million) 7 57 154 330 

Loan Portfolio (BuF million) - 6 57 132 

Number of Loans - 152 1667 4100 

Source: French Embassy and Caisse Centrale de la Cooperation Economique 
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CHAPTER 3 

BANKING REGULATIONS 

A. Leal Framework 

The legal framework regulating the banking system and its relations with the clients is based on an 
antiquated jurisprudence imposed on the country by the colonial administration. The present
limited legislation has resulted from two phenomena: (1) adopting piecemeal new foreign experi­
ences to the Burtmdi situation rather than stemming from a genuine legislative effort, and (2)
enacting separate pieces of legislation to deal separately with each one of the various radical 
macroeconomic and sector policies reforms as they emerged, thas producing an exceedingly complex
and unclear state of affairs. The resulting legal patchwork cannot therefore be considered sufficient­
ly adequate, and both the Government and financial establishment are acutely aware of this 
inadequacy.
 

B. Standard Accounting Practice 

1. Accounting Svatem 

The existing Plan National Computable is based on the French OCAM system and does not reflect 
the needs of modern banking and could be considered, at best, as a guideline for financial opera­
tions. In practice, each financial institution has its own accounting system which, depending on the 
institution, could be rated from excellent to nonexistent. There is also an inherent conflict of 
interests between the accounting profession and the Internal Revenue Administration concerning the 
interpretation of Financial Statements. 

2. Internal Revenue Rules 

In essence, the tax authorities have their own independent views on what constitutes legitimate
income and admissible business expenditures. Some of these views are accepted by custom and are 
included in the Tax Code, others are arbitrary adhoc rulings of individual tax inspectors. In some 
instance, the tax authorities impose; equally arbitrary and unrealistic ceilings on legitimate business 
expenses. Examples include tax penalties and reserves for bad debts, which are asconsidered 
taxable income, and compulsory membership fees in the Chamber of Commerce, which are 
considered as nondeductible expenses. Moreover, business expense accounts are limited to 150 
thousand BuF per enterprise, while accounts receivable and bad debts can be written off only upon
presentation of court judgments pronouncing either the debtor's insolvency or his death, which is a 
complex and time consuming legal process. These issues were raised in June 1988, during a 
national conference for the promotion of dialogue between public administration and the private 
sector.
 

3. Impact on the Promotion of the SMEs 

The dichotomy between standard accounting practices and arbitrary internal rulings isrevenue 
particularly harmful to the promotion of small- and mediun-scale enterprises. Since the "taxable 
profit" can be as much as five times higher than the "accounting profit", it is not clear what criteria 
should be used in preparing a feasibiliLy study to demonstrate the fimancial viability of a venture 
and to project its profit-earning potential, cash flow, and debt servicing capacity. 
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4. Certification of Accounts 

All bank accounts must be prepared and certified by two internal auditors (commissariesaux 
comptes). A new ruling of September 1988 stipulates that one of the auditors must be appointed by
the Minister of Finance and the other chosen by the institution, but recognized as competent by the 
Governor of the Central Bauk. In addition, the new ruling introduces the function of external
 
auditor (rvuis'urj. However, there are no specific auditing guidelines nor 
specific instructions 
defining the sundard of professional competence of an auditor, his rights, aid his liabilities vis-a-vis 
his chent. 

C. Reporting Requirements 

1. Monetary Policies 

The monetary, policy of the Central Bank has three purposes: (1) to drain excess liquidity from the 
system, (2) to linit financial sector's net claims on the government and on outstanding credit to the 
economy, tnd (3) to direct credit toward priority projects. Policy instruments include: (1) a liquid 
assets ratio, (2) a working capiud ratio, and (3) a new rediscountable loan ratio. A prior credit 
authorization system his been apparently abanidomed. The methods of competing the ratios are 
conceptually weak. The deposits of penaities with CAMOFI provide this institution with free income 
at the expense of banks. All reports are monthly. 

2. Liquid Asset Ratio 

The banks are required to mainun a portfolio of rediscountable credit equivalent to 8 percent of 
the average of their resources and their nonrediscountable credit: a rather unusual combination. 
The computing method is as follows: The numerator is the sum of cash holdings, call money, and 
the difference between rediscountable and refinanced loans, short-term negotiable securities, 
investment bonds and savings certificates. The denominator is the sun of the following 100 
percent of detniad and time deposits of less thim one year, 50 percent of deposits of one to two 
years, 25 percent of deposits of more tun two years, 100 percent of documentary credit deposits,
borrowed call money and fees and expenses payable within one year. The penalty is 0.25 percent of 
the anount of insutffieencv. 

3. Workingj )iital Ratio 

The ratio set-ip once a year is a derivative of the fo.'mula: working capital equals net worth less 
fixed asset,, with the net worth beinl , the sum of the following. 25 percent of the ceiling of 
prefinmumciig of' the ,offe, Camiilrgn, 10 l)ercent of the monthly average of the difference between all
outstanding loiuis ai(] export :onimitments ard government loans, 5 percent of the monthly average 
of all guaranties niot provided for, tinld on(- percent of the monthly average of all documentary 
credits. Tlhe pealll is 3 percent oti the alnlount of, insufliciency. 

4. Redt -imitable l MeanR11610 

The ratio is set up at 115 percent. The numerator comprises all rediscountable loans and is the 
sum of' the followingii 100 percent of denmand deposits of' less tun one year and all medium-and 
long-term notrefittnenlde loans; 75 per(ent of deposits of' one to two years; 50 percent of deposits 
of more than tw, r, savings iecomnts and reserves, for letters of credit. The denominator is the 
sun total of all outstAindit i loiis. 'lhe ;petalt.y is up to :3 percent on the lllount of insufficiency. 
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CHAPTER 4
 

CREDIT TO TEE ECONOMY
 

A. Classifton Criteria 

Burundi's legislation recognizes five different types of public sector enterprises: (1) Establishments 
Publics i Caract~re Administratif (EPA), state-owned public service companies; (2) Socift6s 
Rgionales de D6veloppement (SRD), state-owned rural development corporations under the 
authority of Decret-Loi No. 1 of June 15, 1979; (3) Etablissements Publics h Caract~re Industriel et 
Commercial (EPIC), state-owned manufacturing and commercial enterprises under the authority of 
Decret-Loi No. 1/23 of July 26, 1988; (4) Soci6t~s de Droit Public (SDP), government joint venture 
companies with other State or States in which private investors can own a maximum of 10 percent 
of share capiud. These companies are established under Decret-Loi No. 1/027 of September 28, 
1988; (5) Soci6t6s d'economie Mixte (SEM), mixed-economy companies in which the Government 
can own, either directly or indirectly, a minimum of 10 percent but no more than 90 percent of 
share capital. These companies are established under Decret-Loi No. 1/027 of September 28, 1988. 
This concept of what is public and what is private introduces a serious bias in the classification 
system. Example: according to this system, Burundi's entire financial establishment belongs de 
jure to the public sector. This report uses the official classification systems in determining the 
credit to the economy by agent. 

The terms of credit are defined as follows: short-term, up to two years; medium-term, two to seven 
years; long-term, over seven years. This definition introduces another classification bias as it varies 
from the more universally accepted standard of: up to one year for short-term, one to three years 
for medium-term, and over three years for long-term credit. 

B. Disbursement of Credits 

1. Development Finance Institutions' Credit 

For convenience sake, the Holding Arab Libyen Burundais and Caisse Centrale de Mobilization et 
de Financement are considered as development finance institutions. In 1988, of the total credit to 
the economy of 14.7 billion BuF disbursed by these institutions, 4.2 billion BuF (29 percent of the 
total) were allocated to the Government, 4.8 billion BuF (33 percent of the total) to the public 
sector, and the remaining 5.7 billion BuF (38 percent of the total) to the private sector. The 
sources and use of funds of the development finance institutions and the evolution of their credit to 
the economy are shown on Annex 8. 

2. Commercial Banks' Credit 

In 1988, of the total credit to the economy of 15.8 billion BuF disbursed by the commercial banks, 
1.6 billion BuF (10 percent of the total) were allocated to the Government, 5.1 billion BuF (34 
percent of the total) to the public sector, and the remaining 8.8 billion (56 percent of the total) to 
private sector. The sources and uses of funds of commercial banks and the evolution of their credit 
to the economy are shown on Annex 9. 
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C. Evolution of Consolidated Credit to the Fconomy 

According to the Central Bauk's Centralizaition des Risques, total credit to the economy increased 
between 1981 and 1988 froii 13.7 to 25.1 billion BuF. The credit disbursements by term were as 
follows: 68 percent short-term, 16.7 percent medium-term, and 14.7 percent long-term. The 
distribution of credit by agent was as follows: the Treasury: 32.3 percent, all short-term; foreign
trade operations: 34.8 percent, also all short-term; housing- 3.8 percent medium-term and 9.9 
percent long-term; equipment, including small consumer loans: 12.9 percent medium-term and 4.8 
percent long-term. 
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CHAPTER 5 

CREDIT OPERATIONS 

After abolishing the a priori credit authorization system, theoretically there are no limits to lending 
acti ity in quantitative terms, sectorial allocations and risk exposure, except for the authorized 
interest rates. All credit facilities must be supported by promissory notes at sight or at a given 
maturity. 

A. Reporting Requirements 

Each bank must submit to the Central Bank a monthly statement recapitulating by name all credits 
disbursed during month. The statements are processed by Central Bank's clearing house and risk­
coordinating unit which in turn informs the reporting banks about the total exposure of each 
borrower and the status of his credit with arrears if any. 

B. Resou-ce Financig 

Banks are authorized to mobilize resources in the form of deposits at sight or for any term length. 
There also exists an interbank market which is the only form of money market existent in the 
country. Funds are lent on a call basis. The size of this market is unknown since it is not
 
monitored by the Central Bank.
 

C. Iediscounting operations. 

In addition to their clients' resources, the banks may obtain Central Bank financing through
rediscounting of credits. Inpracice, there are a few rules determining an a priori rediscountibility 
of credit and some of these rules may appear to be somewhat arbitrary, e.g. credit for the coffee 
campafign is rediscountable at 100 percent for export operations, but only at 75 percent for 
processing anid storage, aid at 50 percent for coffee collection. In all cases not covered by rules, the 
eligibility of credit for rediscounting must be negotiated by the lendor with the Central Bank. 
Rediscountibility it always conditional. 

Once the lendor has received a prior authorization, the borrower must sign a 180-day promissory 
note, whatever the ter, of the credit facility. The note is endorsed by the lendor to the Central 
bank. At the expiration of the 180-day term, the Central Bank may extend the note, adjusted for 
the installment payments made by the borrower during the period, for another 180-day term, and so 
on. If the borrower defaults nn payments, the Central Bank may call the note. The exact 
mechanism of the process is not too clear. 

D. Collateral and Gurantees 

All bank lending is backed by some form of collateral: mortgages, floating charges on stocks or 
other assets, personal guaranties, overseas guarantees, and so forth. The enforceability of some of 
these guarantees is legadly difficult and time-consuming. In essence, the socio-cultural traditions are 
so strongly opposed to foreclosures that no court in the land will rule against the small borrower 
even though the laws do exist. During the legal proceedings against him, all the borrower has to do 
is make one "good faith payment" to have the case thrown out of court. This situation discourages 
the banks from financing SME development projects. The position of commercial banks on the 
subject is explicitly clear. The development finance institution whose principal line of business is a 
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high-volume term-lending are better disposed to accept risks within the limits dictated by the 
quality of their loan portfolio. 

The situation did not improve with the introduction of the revised Code Foncier which has been in 
effect since January 1987. Under the revised code, the Treasury will have a prior claim with no 
ceiling on all guaranteed property, even when the State has not previously laid claim to the 
mortgage. The commercial banks consider the Treasury's preemptive rights to be equivalent to 
lending without a guarantee that is already not easily enforceable. 

E. Interest Rates and Fees 

In August 1986, the number of posted rates was reduced from 94 to 57 and special deposits and 
lending rates for nonbank financial institutions were abolished, making all financial institutions 
subject to the same interest rate structure. In May 1987, the scale was further simplified, some 
anomalies in the previous scale were removed and the number of posted rates reduced further to 
37. 

As of January 18, 1989, the Central Bank posted three rates only: 

Export credit: on lending rate 6 percent, rediscount rate 5 percent, spread one 
point; 

Other short-tera credit: on lending rate 11 percent, rediscount rate 8,5 percent, 
spread 2,5 points; and 

Medium-and long-term credit: on lending rate: 12 percent, rediscount rate: 8.5 
percent, spread: 3.5 points. 

In addition to the above rates, the informal call money market rate average 4.5 percent. The BNDE 
lends at 8 percent to borrowers who qualify for the line of credit facilities provided by the French 
Caisse Central de la Coop6ration Economique, the German Kreditanstalt fur Wiederaufbau and the 
European Investment Bank. The International Development Association APEX lines of credit 
available to participating financial intermediaries will have, in all probability, an onlending rate of 8 
percent. SBF charges up to 17 percent on nonrediscountable credit covered by its equity funds and 
reserves. The average 1988 onlending rates of the two development finance institutions were 6.31 
percent at BNDE and 5.87 percent at SBF. 

The mission found only one instance of an instidation charging a small loan origination fee to the 
borrower. All loans are subject to a uniform transaction tax of 7 percent on interest paid. 
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CHAPTER 6 

FUNCTIONING AND PRACTICES OF LENDING OPERATIONS 

A. Lending Polides 

As mentioned in Chapter 5, all lending institutions receive from the Central Bank's clearing ho,;se 
and risk-coordinating unit a monthly updated summary of the exposure and credit standing of each 
borrower. In addition, the borrower is required to produce a credit rating report from all other 
lending institutions when applying in a bank of his choice for a new credit facility. Furthermore, 
since the introduction of the revised Code Foncier in January 1987, the borrower must also produce 
a statement from competent administrations attesting that his various tax obligation are not in 
arrears. 

1. Commercial IBanks 

About 50 percent of revenues of the established banks come from operations involving documentary
credit transactions not posted on the Balance Sheets. Short-term lending defined as that extended 
for up to two years is the predominant type of lending among Burundi's commercial banks. The 
proportion of short-term lending could be estimated in the range of 85 to 90 pe,-.ent of the portfolio,
with the remaining consisting of medium-term loans defined as that extended for two to seven 
years. The commercial banks do not extend any long-term credit facilities. About 30 percent of 
short-term credit facilities involve coffee campaigns. 

Term-loans are disbursed almost exclusively to well-known clients and the capacity of commercial 
banks to appraise such loans is adequate. Credit analysis, although emphasizing the personality of 
the borrower, covers such aspects as evaluation of market potential, sales forecasts, projected 
financial statements and cash flows, financial ratios, quality of the management and visits to the 
company. For large, well-known clients, disbursement is made directly to the beneficiary. For 
smallr or less-known clients and for foreign goods, funds are directly disbursed to the supplier or 
contractor, and disbursement and procurement conditions are thoroughly chemked. No fees are 
charged to the borrower. 

2. Development Finance Institutions 

The two institutions under consideration, la Banque Nationale pour le Ddveloppement Economique 
and la Sociat& Burundaise de Financement disburse short-, medium-, and long-term credits to 
qualified borrowers. Over 50 percent of SBF short-term lending invol, .; financing the coffee 
campaigns. .*n the BNDE's portfolio this percentage is less than 20. 

Both institutions have somewhat similar lending policies and procedures. Their credit analysis
capacity has improved significantly since the unsatisfactory experience concerning the implementa­
tion of IDA's Cr 731-Bu, which ended with the bulk of financing disbursed to few large companies 
and 18 SME projects turning out unsuccessful. Presently, all loans are subject to comprehensive 
risk analysis by competent and professional staff. All screened loans of less than 500 thousand BuF 
must then be approved by a mnrngement directorate. Loans exceeding this cap must be approved,
in addition, by the Board of Directors. Loans over 10 million BuF must be submitted to a Credit 
Committee. This screening and filtering process insures a certain quality of loan portfolios: the 
nonperforming loans represent about 10 percent of the total. Smll processing fees are charged to 
the borrower. 
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BNDE is the only development finance institution with foreign exchange resources and lines of 
credit provided by international development assistance organizations. About 85 percent of these 
resources are for specific operations or have specific conditions concerning procurement or type of 
projects. 

. Characteristics of Loan Portfolios 

As mentioned in Chapter 4, the classification of loan portfolios by sector and term has to be taken 
with caution given the unuiual classification criteria. 

L Commercial Banks 

Commercial Banks' consolidated loans portfolio of 15.8 billion BuF includes about 95 percent of 
short-term loans of which 30 percent are coffee campaign credits. About 56 percent of total loans 
are disbursed to the private sector. 

2. Development Finance Institutions 

There are significant differences in the loan portfolio of the two financial institutions under 
consideration. SBF's total loan portfolio of 4.4 billion BuF contains 1.4 billion BuF of short and 
medium-term credits to the Government (32 percent of total) and 1.2 billion BuF of short-term 
coffee campaign credit (27 percent of the total). The remaining 1.8 billion BuF consists of short­
medium and long-term loans to the public and private sectors. According to Central Bank's 
Monthly Bulletins, the most likely sectorial credit distribution would be the following. 07 billion 
BuF to fhe public sector and 1 1 billion BuF to the private sector. 

BNDE's total loan portfolio of 4.3 billion contains 0.8 billion BuF of short-term coffee campaign 
credits (19 percent of lotal). The remaining 3.5 billion BuF consists of short - medium - and Long­
term credits to the public and private sector. According to Central Bank's Monthly Bulletins, the 
most likely sectorial credit distribution would be: 1.3 billion BuF to the public sector and 2.2 billion 
BuF to the private sector, double the SBF amount. The classification of loan portfolios by term 
excluding the coffee campaigns are shown in Table 6.1. 

TABLE 6.1
 
LOAN PORTFOLIOS OF DEVELOPMENT
 

INSTITUTIONS BY TERM
 

(billion BuF) 

Institution ST MT LT Total 

SBF 0.8 2.1 0.3 3.2 

BNDE 0.7 1.0 1.8 3.5 

TOTAL 1.5 3.1 2.1 6.7 

Source: SBF and BNDE 
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C. Portfolio Management 

The Central Bank does not provide guidance on the treatment of doubtful and contentious loans,
leaving the matter to the discretion of individual institutions. The legislation concerning provisions 
for and write-offs of nonperforming loans does not reflect the needs of modern banking. 

1. Commercial Banks 

Commercial Banks' portfolio management is influenced by (1) low volume of operations, (2) high
value of individual disbursements, and (3) low risk factor of individual loans. As a result, all 
commercial banks seem to have a fairly sound portfolio condition and the impact of nonperforming
loans is manageable. The banks generally apply the standard provisions policies of their parent 
companies. The exact situation, however, is difficult to assess because of differences in policies 
followed by individual banks. 

2. Development Finance Institutions 

BNDE seems to be the only fnancial institution which strictly applies clearly defined policies with 
regard to nonperforming loans. Loans are classified as overdue as soon as a repayment installment 
is in arrears, an action that automatically triggers a review of the borrower's situation and may lead 
to classification of the loan as doubtfuL Doubtful loans become contentious once the file is send to 
BNDE Lawyers. Table 6.2 represents a three-year evolution of doubtful and contentious loans in 
million BuF and as percentage sector's total. Considering that SBF has somewhat similar credit 
risk analysis and portfolio management system, the Table could be interpreted as an indication of 
the general nonperforming loans situation. Since the introduction of the revised Code Foncier,all 
financial institutions follow closely the tax liability status of their borrowers. 

TABLE 6.2 
BNDE NONPERFORMING LOANS BY SECTOR, 1986-1988 

(percentages) 

SECTOR 1986 1987 1988 

Housing 0.9 0.9 2.6 

Trade and Artisanat 19.2 16.7 22.1 

Industry 20.6 7.7 18.0 

Tourism 12.7 14.1 15.2 

Agriculture 7.9 6.7 6.7 

Small-Loans 4.9 3.7 6.8 

Total NP loans (255.4) (199.5) (371.1) 

(M BuF) 

%of Portfolio 9.7 6.3 10.8 

Source: BNDE 
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CHAPT ER 7 

CREDIT TO SMALL- AND MEDI-M-SIZE ENTERPRISES 

The mission found no evidence of financial institutions' discrimLation against bankable SME 
projects. 

A. Demand for Credit 

The demand is defined as the volume of projects in banks' project pipelines. In all conventionalbanking operations, there is an upstream screening process which reviews all loan applications
according to individual banks' selection criteria. Loan applications considered a priori as viable areaccepted, others are rejected. In the pipeline, thE accepted projects undergo an extensive evaluation
based, this time, on standard financial practices. Bankable projects are retained and submitted for
approval to a credit committee, nonbankable projects are rejected. In the final analysis, it is thelender--the risk taker--who decides what is and is not bankable. his decision is certainly influenced 
either by the quality of borrower's collateral or by the availability of a loan guarantee scheme 
willing to insure him against a bad credit risk at an additional cost to the borrower. 

BNDE, which has the best data base, estinates that out of 100 applications, about 30 have a chanceto enter its project pipeline, about 15 to be considered as bankable projects and 10 approved by one
of its three credit review boards. BNDE's first quarter credit operations summary is indicative of 
the local SME's bankable demand for credit. (See Tahle 7.1.) 

TABLE 7.1 
BNDE 1989 1st QUARTER SUMMARY OF LOAN 

(million BuF) 

Type of Loan Number % Amount % Av. Loan 

Amount 

Devlpt, over 50M BUF 3 0.8 219.3 35.2 73.1 

Devlpt, over 50M BuF 22 5.0 67.6 10.2 3.1 

Housing 47 10.8 261.2 42.0 5.6 

Consumer Loans 364 83.4 73.8 11.9 0.2 
436 100.0 621.9 100.0 --

Source: BNDE 
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B. Supply Side 

It could be safely assumed that, so far, the local commercial banks did not consider the SME's 
ventures as their market segment and it is difficult to say whether these banks will change their 
marketing strategy in the foreseeable future. This is why this market segment was taken over by 
BNDE in 1967, and by SBF in 1982. So far, BNDE disbursed 20,640 loans whose total value was 
8.4 billion BuF: an average of 938 loans per year. No comparative data are available for SBF
 
operations.
 

BNDE Lending operations have been supported by the fohowing concessional lines of credit: 

Caisse Centrale de Coop6ration Economique: 15 million FF; 

Kreditanstalt fur Wiederaufbau: 3 million DM; 

European Investment Bank: 3 million ECU; 

International Development Association: US $3.4 million; and 

African Development Fund: 4 million US dollars equivalent. In addition, BNDE 
negotiated three new lines of credit: 

Caisse Centrale de Cooperation Economique: 30 million FF; 

European Investment Bank: 4 million ECU; and 

Belgian Administration for Development Cooperation: 50 million FB. 

In parallel to the above, the International Development Association allocated US$7.2 million to an 
APEX line of credit through a second-tier rediscounting window at the Central Bank to al partici­
pating financial intermediaries. This line of credit is reserved exclusively for subloans of less than 
US$300,000 to all qualified SMEs. It is the mission's understanding that Caisse Centrale de 
Cooperation Economique intends to provide APEX-type credit facilities of 50 million FF. 

The technical assistance components include funding of experts and training in BNDE by interna­
tional donors and funding of assisumce and training for the Small Enterprise Bureau within the 
Chamber of Commerce by the World Bank with other donors' participation. 

Finally, in 1988 the Government of Burundi established Fonds National de Garantie to provide 
lenders with credit risk insurance for qualified SMEs. The fund has in its pipeline 17 requests 
covering 43 percent of the total of 43 million BuF solicited credits. 
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ANNEX ! 

Summary Balance Sheet at the Central Bank 
(BuF Million) 



BURUNDI: FINANCIAL SECTOR STUDY
 
Summary balance Sheet at the Central Bank
 

(BuF million)
 

Assets
 

Reserves 

Claims on the Treasury 

Claims on Fin. Institutions 


Credit to the Economy 

Investments inEquities 

Other Assets 

......................................................................
 

ASSETS = LIABILITIES 


Liabilities
 

Currency incirculation 

Financial Institut. Deposits 

Public Sector Deposits 

Treasury and Local Bvmnt Dep. 

Government Agencies Deposits 

Foreign Missions and Agencies 

Other Liabilities 


Source: Financial Statements ol 


1988 


10717.0 

15836.8 

2799.7 


288.2 

25.0 


2798.6 


32465.3 


9705.2 

771.1 

1286.9 

2814.3 

1667.1 

4994.5 

11226.2 


Banque de 


1987 Changes
 

7949.8 2767.2
 
17160.z -1324.0
 

165.: 2634.4
 
281.o 6.4
 
25.­

2504.9 293.7
 

28087.4 4377.7
 

86f7.2 858.0
 
2129.9 -1358.B
 
1199.0 87.9
 
3822.6 -100B.3
 
1038.3 628.8
 
2759.9 2234.6
 
B290.5 2935.7
 

la Republique du Burundi.
 



ANNEX 2 

Summary Balance Shee of Banque Natimale pour le
 
D6vlappnt Ecocmnique
 

(BuF Millim) 



-------------------------------------------------

ANEI 2
 

BURUhDI: FINANCIAL SECTOR STUDi
 
Summary ba]ance Sheet of 
Banque Nat. pour le Devlpt Econceique
 

(BuF million)
 

1988 1987 Changes
 

Assets
 

Cash, Call 
Money, Sight Assets 23.9 1644.0 -1620.1
 
Credit to the Economy 4148.7 3686.4 462.3
 
Government Securities - . _
 
Investments inEquities 130.7 
 129.2 1.5
 
Other Assets 
 741.8 1ll5.0 K2) -373.2
 
.......................................-------------------------------


ASSETS = LIABILITIES 
 5045.1 6574.6 
 -1529.5
 .......................................-------------------------------


Liabilities
 

Call Money, Demand Deposits 992.2 
 3550.4 Q)) -2558.2
 
Time Deposits 716.3 
 L*. V 431.0
 
Medium and Long-Term Loans 1912.9 1679.4 233.5
 
Other Liabilities 
 205.2 ­ 205.2
 
Capital and Reserves 
 1154.0 1055.9 98.1
 
Net Profit 
 64.5 53.6 10.9
 

Source: BNDE Annual Reports
 

Memorandum Items:
 

(1)includes credits resulting from Bankers' syndicate concerning
 
the coifee campaign: 69o.2 million BuF in 1988, against 509.7
 
million BuF in 1987. Counterpart debits are included
 
inDemand Deposits.
 

(2)includes 5Yj million PuF in Time Deposits
 

(3)includes 3,267 million BuF payable to creditors on deaand (IDA and SOB)
 



ANNEX 3 

Summory Ramn&.Sheet of*Sorci6t6 Burundaise de
 
Financment, SARL
 

WBuF Millm)
 



---------- 

-------------------------------------------------

---------------------------------------------

-------------------------------------------------

ANNEI 3
 

BURUNDI: FINANCIAL, SECTOR STUDY
 
Summary Balance Sheet of Societe Burundaise de Financement SARL
 

(uF million)
 

- - -
1988 1987 Changes
 

- ------------------------------------------------........
 

Assets
 

Cash, Call Money, Fiqht Assets 22.4 101.9 -79..
 
Credit to the Economy (1) 4038.5 3988.2 
 50.3
 
Government Securities 
 337.5 - 337.5
 
Investments inEquities 
 270.0 264.0 
 bC
 
Other Assets 
 1006.1 342.8 663."
 

ASSETS = LIABILITIES 5674.5 406.9 977,
 

Liabilities
 

Call Money, Demands Deposits - . .
 
Time Deposits 3007.1 2565.0 
 442.!
 
Medium and Long-Term Loans 1085.6 
 1087.9 -22
 
Other Liabilities 
 500.4 276.8 223.0
 
Capital and Reserves 995.3 705.1 290.2
 
Net Profit 
 86.1 62.1 24.0
 

Source: SBF Annual Reports
 

Memorandum Items:
 
-


(I)includes credits resulting from Bankers'Syndicate transactions concerning
 
the coffee campaign: 2,044.2 BuF in1988, against 1,949.8 in1987.
 
Counterpart Debits are included inTime Deposits.
 



ANNEX 4 

Summary Balance Sheet of Banque de Credit de Bujumbura 
(BuF Million) 



------------------------------------------------

------------------------------------------------

-----------------------------------------------

BURUNDI: FINANCIAL SECTOR STUDY
 
Summary Balance Sheet of Banque de Credit de Bujumbura
 

(BuF million)
 

Assets
 

Cash, Call Money, Sight Assets 96.7 560.6 -463.9
 
Credit to the Economy (1) B480.5 4528.4 
 3952.1
 
6overnaent Securities 
 322.2 400.0 -77.8
 
Investaents inEquities 
 62.2 55.5 
 6.7
 
Other Assets 
 402.9 406.5 
 -5.6
 

ASSETS = LIABILITIES 9364.5 5953.0 3411.5
 

Liabilities
 

Call Mcney, Demand Deposits (1) 6944.3 4092.9 
 2851.4
 
Time Deposits 1475.2 758.1 717.1
 
Medium and Long-Term Loans 
 - -
Other Liabilities 
 214.1 447.0 -232.9
 
Capital and Reserves 588.0 532.4 
 55.6
 
Net Profit 
 142.9 122.6 20.3
 

Source: BCD Annual Reports
 

Meorandum Items:
 

(I)inciudes credits resulting from Bankers' Syndicate transactions concerning
 
coffee caspaign:,2,183.4 million BuF in 1988, against 165.5 million
 
in!987. Counterpart debits are included inDemand Deposits.
 



ANNEX 5 

Summary Balance Sheet or Banque Commerciale du Burundi 
(BuF Million) 



----------- -----------------------------------

------------------------------------------------

------- ------------------------------------
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ANNEX 5
 

BURUNDI: FINANCIAL SECTOR STUDY
 
Summary Balance Sheet of Banque Commerciale du Burundi
 

(BuF million)
 

19EB 1987 Changes
 

Assets
 

Cash, Call Money, Sight Assets 379.7 952.3 -573.4
 
Credit to the Economy (1) 7068.6 3449.2 
 3619.4
 
Government Securities 749.2 661.7 B7.5
 
Investments inEquities 61.6 33.1 28.c
 
Other Assets (2) 883.5 577.7 305.E
 

ASSETS z LIABILITIES 9142.6 5074.0 3467.8
 

Liabilities
 

Call Money, Demands Deposits 6924.3 4416.5 2507.8
 
Time Deposits 972.5 465.7
506.8 

Medium and Long-Term Loans ­ - .
 
Other Liabilities 
 518.6 303.4 215.2
 
Capital and Reserves 669.9 406.0 
 260.9
 
Net Profit 
 57.3 41.3 16.0
 
------------------------------..------- I 


Source: Banque Commerciale du Burundi Annual Reports.
 

Memorancum Items:
 

(I)includes credits resulting from Bankers' Syndicate transactions
 
concerning the coffe campaignt 2,468.4 million BuF in 1988,
 
against 1,325.2 million BuF in1987. Counterpart debits are
 
included inDemand deposits.
 

(2)includes blocked assets with CAIOFI: 252.6 million BuF in1988
 
and 174.0 million BuF in 1987.
 



ANNEX 6 

Summary Balance Sheet of the Meridian
 
Bank Burundi, SARL
 

(BuF Million)
 



-------------------------------------------------

--------------------------------------------------

-------------------------------------------

-----------------------------------------
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ANNEI 6
 

BURUNDI: FINANCIAL SECTOR STUDY
 
Sueaary Balance Sheet of the Meridian Bank Burundi, SARL
 

(Buf million)
 

1988 1987 Changes
 

Assets
 

Cash, Call Money, Sight Asspts 

Credit to the Economy 

ioyernment Securities 

Inestments inEquities 

Other Assets 


ASSETS = LIABILITIES 


Liabilities
 

Call Money, Demand Deposits 

Tiue Deposits 


Medium and Long-Term Loans
 
Other Liabilities
 
Capital ana Reserves 

Net Profit 


So----

59.4
 
457.4 	 ­

500 ­

6 ­

i87.6 ­

1210.4 ­

423.9
 
575.0
 

300.0
 
-8B.5
 

Source: Meridian Bank Annual Report,
 



ANNEX 7 

Summary Balance Sheet of Holding Arab
 
Ubyen Burundais
 

(BuF Million)
 



-----------------------
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ANNEI 7
 

BURUNDI: FINANCIAL SECTOR STUDY
 
Summary Balance Sheet of Holding Arab Libyen Burundais
 

(BuF million)
 

1988 1987 Changes
 
I---------------------------


Assets
 

Cash, Call Money, Sight Assets 121.2 59.6 61.6 
Credit to the Economy 
6overnment Securities 
Investments inEquities 
Other Assets 

-- ----------------------­

51?.5 
31o.4 

---------­

519.5 
404.7 

----------­ -76.3-
ASSETS z LIABILITIES 
 %7.1 
 983.8 
 -16.7
 

Liabilities
 

Call Money, Demands Deposits 20.5 20.1 

Time Deposits
 
Medium and Long-Term Loans 
 .
 
Other Liabilities 
 10.5 
 21.6 
 11.1
Capital and Reserves 
 1036.1 
 1036.1 
 0.0
Net Profit 
 -100.0 
 -94.0 
 -b.3
 
_---------------------------


Source: 
 informal evaluation of non-audited Financial Statements
 
of HALE.
 

PemoranduA Items:
 

The Bank has no reserves 
inits Capital Structure and

the Cumulated Losses should have been debited against

its Share Capital.
 

The Bank has an over-aged claim of 
98.4 million BuF on
 
the GOB for subscribed but unpaid shares. 
 This amount

isincluded inOther Assets and carried as 
debit inGOB
 
Treasury Account.
 

0.4 



ANNEX 8 

Consolidated Sources and Uses of Funds of
 
Development Institutions
 

(BuF Million)
 



--------------------------------------------------

--------------------------------------------------

AWEI B
 

BURUNHV: FINANCIAL SECTOR STUDY
 
Consolidated Sources and Uses of Funds of Develop. Institutions
 

(BuF million)
 

ITEM 1984 1985 19G6 1987 1988
 

Source of Funds:
 

Demand Deposits 	 ­ 1 0 0
 
ilme Deposits 1109 1408 803 2803 1786
 
Financial Irst Deposits 1915 2497 
 1379 1830 2508
 
Government Deposits 
 1459 1913 4257 6975 5107
 
External Bo'rowings 872 
 B68 889 1257 67
 
Other Liabilities (S,MILT) 
 1102 1303 1192 910 3452
 
Capital and Reserves 2148 2670 2856 3010 3405
 
Profit 
 84 	 59 229 268 204
 
............................................-----------------------------


SOURCES = jSES 
 8689 10718 11606 17053 16529
 

Use of Funds:
 

Reserves 
 140 420 1361 697 139
 
Foreign Assets 101 193 
 185 150 119
 
Other Assets 616 713
896 1231 1615
 
Credit to the Govmnt 
 1643 2023 2340 3776 4198
 
Credit to Fin. Inst. 40 
 739 243 1883 833
 
Credit to Public Sector 
 3697 3693 3441 4091 4810
 
Credit to Private Sector 2452 2754 3566 
 5225 	 5715
 

Memorandum Items:
 

(Sources 	and Uses of funds as percentage of total)
 

Demano Deposits 	 - - ­ - -
Time Deposits 	 12.8 13.1 6.9 
 16.4 10.3
 
Financial Inst Deposits 22.0 23.3 11.9 10.7 14.4
 
Government Deposits 16.8 17.9 36.7 
 40.9 	 29.3
 
External Borrowing (M&LT) 10.0 8.1 7.7 7.4 0.4
 
Other Liabilities 12.7 12.2 10.3 
 5.3 19.8
 
Capital and Reserves 24.7 24.9 24.6 17.7 19.5
 
Profit 1.0 0.5 1.9 1.6 
 1.3
 
------------------------------------.-----.........-------------------


SOURCES : USES 	 100.0 100.0 100.0 
 100.0 	 100.0
 ............................................-----------------------------


Reserves 
 1.6 3.9 11.7 4.1 0.8
 
Foreign Assets 1.2 1.8 0.9
1.6 0.7
Other Assets 
 7.1 	 8.4 6.1 7.2 9.3
 
Credit to the Govmnt 18.9 18.9 20.2 22.1 21.1
 
Credit to Fin. Inst. 0.5 6.9 2.1 
 11.0 4.8
 
Credit to Public Sector 
 42.5 34.5 29.7 24.0 27.6
 
Credit to Private Sector 28.2 25.7 30.1 30.6 32.8
 

Source: 	 Monthly Bulletins BRB
 
Annual Reports BRB
 



ANNEX 9 

Consolidated Sources and Uses of Funds of
 
Commercial Banks
 

(uF Million)
 



----------------------------------------------------

ANNEl
 

BURUNDI: FINANCIAL SECTOR STUDY
 
Consolidated Sources and 	Uses of Funds of Commercial Banks
 

(BuF million)
 

.........................................................................
 

ITEM 
 1984 1585 1986 1987 1988
 

Source of Funds,
 

Demand Deposits 
 5099 7914 852! 8303 8039
 
Time Deposits 2227 88t
2432 1382 3205
 
Financial Inst Depos:ts 454 
 29 347 1723 2878
 
Government DepoIt-s- ­ - - 656
 
External Borrowings 984 983 1391 1022 1201
 
Other Liabilities (E,&LT) 
 332 32 578 566 809
 
Capita] and Reseryes 919 10:8 118 1180 2131
 
Profit 
 102 	 100 17 157 143
 
..........................................------------------------------


SOURCES z USES 	 10117 12888 12c13 14333 19062
 
.. . . .	 . . . . ... . . . . . . . .. .. . .	 . .. .. .. . . . . ..------------------------------

Use of Funds:
 

Reserves 595 2075 463 1678 353
 
Foreign Assets 801 1204
587 699 798
 
Other Assets 431 
 473 	 472 576 1190
 
Credit to the Govmnt 317 778 776 1179 1597
 
Credit to Fin. Inst. 600
862 224 338 880
 
Credit to Publ:c Sector 
 2552 3523 3789 3933 5405
 
Credit to Frlv ae Sector 4559 4792 
 5985 	 t930 8839
 

Memorandum Iters:
 

(Sources 	and Uses of funds as percentage of total)
 

Demand Deposlts 50.4 61.4 66.0 58.0 42.2
 
Time Deposits 
 22.0 18.9 6.8 9.6 16.8
 
Financial Inst Depcs;ts 4.5 0.2 2.7 12.0 
 15.1
 
Government Deposits - ­ - - 3.4
 
External boriowing 9.7 10.8
7.6 7.1 6.3
 
Other Liabilities (5,rLT) 3.3 2.8 4.5 
 4.0 4.2
 
Capital and Reserves 
 9.1 8.3 8.9 8.2 11.2
 
Profit 1.0 0.4
0.8 1.1 0.8
 
........................................---------------------------------


SOURCES = USES 
 100.0 	 100.0 100.0 100.0 100.0
 

Reserves 	 5.9 16.1 
 3.6 11.7 1.9
 
Foreign Assets 
 7.9 4.6 9.3 4.9 4.2
 
Other Assets 4.3 3.7 3.7 4.0 6.2
 
Credit to the Bovmnt 3.1 6.0 6.0 8.2 8.4
 
Credit to Fin. Inst. 
 8.5 4.7 1.7 2.4 4.6
 
Credit 
to Public Sector 25.2 27.8 29.3 27.4 28.5
 
Credit to Private Sctor 
 45.1 	 37.2 46.4 41.4 46.4
 
...........................................------------------------------


Source: 	 Monthly Bulletins BRB
 
Annual Reports BRB
 



ANNEX 10
 

List of Persons Met
 



Mr. G. Nibigira 
Mr. I. Budabuda 
Mr. S. Mandevu 
Mr. M. Gervais 
Mr. J. Kotta 
Mr. P. Prudhomir= 
Mr. P. Nyamoya 
Mr. M. Sinamenye 
Mr. Baransaka 
Mr. E. Laporte 
Mr. F. Barwendere 
Mir. J. Hen ion 
Mr. M. Ntibarukire 
Mr. L. Ngahinyeretse 
Mr. A. Barancira 
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BURUNDI: FINANCIAL SECTOR STUDY 

List of Persons Met 

Minister of Finance
 
Governor, Banque de la Republique du Burundi
 
Deputy Director, Banque Centrale de la Rpublique du Burundi
 
Resident Representative, the World Bank Mission to Burundi
 
Resident Representative, United Nations Development Program

Director, Caisse Centrale de la Cooperation Economique
 
Secretary General, Chamber of Commerce and Industry

Chairman, Soci6t6 Burundaise de Financement
 
Administrator, Soci6t6 Burundaise de Financement
 
Director, Mission de Cooperation, French Embassy

General Manager, Banque Nat. pour le D6veloppement Economique
 
Counsellor, Banque Nat. pour le D6veloppement Economique

General Manager, Fonds National de Garantie
 
General Manager, Holding Arab Libyen Burundais
 
Director, Banque de Cr~dit de Bujumbura
 
Chairman, Meridien Bank Burundi
 
Director, Meridien Bank Burundi
 
Director, Office des Cafes du Burundi
 
Counsellor, Office des Cafes du Burundi
 
Administrator, Banque Commeriale du Burundi
 
Administrator, Banque de Cr6dit de Bujumbura
 
Chief of Operations, Arab Burundi Bank
 
General Manager, Caisse d'Epargne du Burundi
 
Marketing Manager, Caisse d'Epargne du Burundi
 
Administrator, Institut National de S6curit6 Sociale
 
General Manager, Caisse d'Epargne du Burundi
 
Administrator, Institut National de S6curit6 Sociale
 
Administrator, Office des Ch6ques Postaux
 
Manager, Directeur des Etudes, Banque de la Rep. du Burundi
 
World Bank TAP, Ministbre i la Pr6sidence charg6 du Plan
 
World Bank TAP, Ministbre i la Pr6sidence charg6 du Plan
 
World Bank TAP, Chamber of Commerce and Industry
 
Economist, Premier Ministbre et Ministere du Plan
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TABE I 

Eross entle Fr~OL't nc.-ttra L:1n atCurrent FricesIa 1 

i uF i:z;n,
 

TEM l94 !9E5 19B 7 , 
.........................................................................
 

FRIMAPi HETO9 64592 77641 7,058 7066:, 72834 

flon-ccaae-cial :eo 48705 
 547) 5Th43 5:2::T 54897
 
CAlm Cla~l.'l LC~.ilY.i 
 11444 10462 10711
 
Export Crops 4737 661 7915 7226
 

SECONDARi SE?' 149o7 lb4J 3s:,9 21t= 24959 

Non-Cotaeciat:p: :, 7199 4E 
 5115
 
Modern Muac-:rc 5360 :. :139 5 8594
 
Artisan Maru;ctZ.:n: 657 
 --4 %4 1U7 1238
 
Mining an: E.E-z 444 :> 
 i'U 1824
 
Modern Construzj: 3, :. :::4 34" s66
 
Tradi't:cal CcnrT-t:.i:n 1610 : 
 !,2 2 2521
 

TERTIans SECTOr. 27958 3.:n"' .. 46226.. 3..04 

Transport and CG 261 2' 54) 371c 4353
 
Modern CcazercE 4511 V" :84 
 Z9953
 
Traditiona! r:Azr:e 4662 "'=" 527254-
Fubli: muinitra ici 14054 1:.4 174a !Ec5- :2364 
Other Services 2)93 -7 -741 22 3031 

GDP AT FACTOR COST 107418 12: : 121!17 
 127? 144019 

Indirect *axes 10,75 !Ll 14'.1 4Fe17 : 


Ron-Ca:erc i:e 5197 6 !Ic1291 57K'S f0012 

e e 7:E: 75 4 .,;: :9:05 

TraEdtrnal 
 74-,- 2. 8563 240:. i7145 
Mooern 4!44! 5;:. 5155 . .:.. !072 

resoranzum !tens
 
(inpercentage ofG P)
 

at,oPNtket Fr'i:e 10.0 
 100.0 100.0 l'0u 1H0.0 
6LF atFactcr Cost 90.7 90." 89.9 92.8 91.0
 
PrItar) Se:tor 4.7 5.v 512
52. 5 46.0
 
Secondary Eector 
 12.6 1i.3 12.2 15.7 15.B
 
Tertiary 8entcr 23.4 2:.1 25.1 25.9 29.2
 

Non-Coaerciali:Ec 
 43.2 45.3 44. 41.4 "7.9
 
Cosmerciali:ed 
 56.2 54.7 55.3 52.6 62.1
 
Trad t:cnal 63.2 63.3 62.4 61.5 61.4
 
Modern 
 36.8 21.7 37.6 36.5 38.6 

Pi prelisinary estimates
 
Source: Premier Ministere etMinistere du Flan.
 



2 TAE.LE 


EL9Uh!: FINA'CIAL SECTC. STUDI
 
S'caary Ealince 0 Pa ments at Current Prices
 

SGuFmlI:cn:
 

ITE4 1984 1985 1986 
 1987 1988/F
 
................................................................................
 

Export 13439 14586 
 17i44 13986 19134
 
Impcrts 29676 26917 -,C.'-4 334 48
43448 40481 

Trade Gap -16237 -12331 -860 -19472 .21347
 

Net Factor Income 
 -3224 --3947 -! 95 -7611
-4 
 -3116
 

Net Current Transters 
 5312 5585 -.o 8384 15643 

Current Account -14149 -10693 -I1 -18699 -8E. . 
---------- ---- - --- --------------------

Gross Domestic Invest. 14514 11947 13 21074 112> 
Errors and Omaissions -816 -158 - -3163 

Oyerall Balance -451 1096 788 3103 

Net Reserves (end year) 2175 
 327 :: 6911 1010
 

Memorandum Items
 

Exports:
 

Coffee 
 9930 11354 1::l 7891 15564
 
Other Primary Products 1359 1392 !Ic3 1638 145z
 
Manufactured Goods 540 1C1
716 1586 102
 
Non-factor Services 1610 1124 2869
27_4 114:
 

Imports:
 

Perchandise 
 233 2755 1!5 254_1 22885
 
Non-ia:tcr Services 7293 4162 4:C 7982 
 1159:
 

Srcss Domestic Investcents: 

Capital Scants 4769 4800 455.' 55E 5752 
Direct Investents 106 189 17 169 !6S 
Net r & LI Loans 9852 6750 ?!S- 14;48 517% 
Net ST Capital -1 209 151 407 94 

W~vorts as percentace SUP 25.1 16.4 20." 
 24.5 25.0 
Exports ispercentage GOP 11.4 10.5 10.212. 12.1 
Coffee E:ports 4s percentage w 8.4 8.2 D.5e.3 9.1 
Trade Gap as percentage GDP -13.7 -8.9 -7.1 -14.3 -13.5 
Current Acct as -12.0 -6.1
percentage SDP -7.7 -13.7 -5.6 
Overall Balance as percent GDP -0.4 0.8 3.2 -0.b -2.0
 
Net Reserves as percentaqe SDP 1.8 5.6 5.l 
 7.4 6.4
 
Current Accts as percentage ODP 97.5 89.5 60.2 88.7 74.b 
..........................................................----------------------

P/preliminary estimates
 
Source: Preaer Ministere et Ministere du Flan.
 



TABLE 3
 

EURUNDI: FINANCIAL SECTOR STUDY
 
External Public Debt Structure
 

(BuF million) 

.................................................................................
 

CREDiTORS 	 Outstanding Undisbursed Total Structure I
 
................................................................................
 

Financial Instilutions 26.B6 4.14 31.00 3.5
 

Bilateral 149.54 84.49 234.03 27.0
 

Paris Club Debt 76.44 40.84 117.28 13.5
 
Other Creditors 73.10 43.65 116.75 13.5
 

Multilateral 	 350.01 252.92 602.93 69.5
 

ID, IMF, IFC 199.61 106.09 305.70 35.2
 
ADF, ADB B9.35 78.36 167.71 19.4
 
EDF, EEC. EIB 16.67 9.20 25.87 3.0
 
Other Creditors 44.38 59.27 103.65 11.9
 

TOTAL 	 528.41 341.56 867.97 100.0
 

Concess:onal 462.80 34,.56 802.36 ?2.5
 
Non-concessional 65.61 65.61 7.5
 

Memoranaum Items
 

Debt Servic2 1987: Principal Interest Total Percent
 

Multilateral 9.4 6.5 15.9 41.5
 
Paris Club Debt 7.6 4.7 12.3 32.1
 
Other Creditors 8.4 1.7 10.1 26.4
 

Total 25.4 12.9 38.3 100.0
 

SOURCE: 	 IBRD, Structural Adjustment and Develoncent Issues,
 
Background Paper.
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TAELE 4
 

BURUNDI: FINANCIAL SECTOR STUDf
 
T Outstanding Debt, Foreign and Domestic, and Debt Serving
 

(8uF million)
 

ITEM 
 1984 1985 
 1986 1987 
 19881P
 

Total Public Debt Outstanding 59781 
 69071 87493 
 106879 142170
 

Foeg-----------------------------------

Foreign -----­

41099 47079 65415 
 62327 116436
 
Direct ----------­

3093b 31890 41211 
 49026 --
Indirect 
 10163 15189 24204 
 33301 --Domestic 
 18682 21992 22078 24552 25734 
S--------

Government Securities 
 !594 3821 4921 
 5538 --Advances to Central Bani 
 14588 17115 16412 
 17155 17161
Other Debts 
 500 1056 
 745 1859 --

Totil Public Debt Services 
 3492 6318 
 11086 11084
 

Foreign 
 ,4 :;564 7737 7064 5855
 

Principal 
 1087 1959 2184 
 4180 3469
Interests 
 1158 1605 1989 
 2884 2386
Dozestic 
 1247 2754 3349 
 4020 --

PrIncipal 
 555 1969 1991 2!40 

Interests 
 692 785 1358 1680 


Memorandum Items
 

(annual percentage growth)
Total Public Debt, Outstanoing 
 - 15.5 26.7 22.2 33.0
Foreign 
 - 14.6 40.0 
 25.9 41.4

Donestic 
 - 17.7 0.4 
 11.2 4.8
Sovernement Securities 
 - 6.3 28.8 12.5Total Public Debt Services 
 - 80.9 19.1 47.4 --Foreign 
 - 58.8 17.1 69.3 -17.1
 

-o3estic
120.9 21.6 20.0 --

Public DebtiGDP I1) 
 50.6 44.8 63.8 
 78.3 89.9
Foreign 
 34.8 33.9 47.7 
 60.3 73.6

Domestic 
 15.2 10.9 16.1 
 18.0 16.3
Fublic Debt/coms GDP (,1 
 90.2 90.7 115.3 133.3 
 143.3
 

Public Debt Service/GDP (I) 
 3.0 4.6 5.5 
 8.1 --Foreign 
 1.9 2.6 3.0 5.2 3.7

Domestic 
 1.1 2.0 
 2.5 2.9 --Public Debt Services/come GDP (1) 
 5.3 8.3 9.9


Foreign Debt Services/Exports (1) 
13.8
 

26.0 43.3 
 41.9 50.5 
 33.5
 

P/preliminary estimates
 
--Inot available
 
Sources: Premier 
 inistere et linistere du Plan, and
 

Central Bank's Monthly Builetins.
 



-----------------------------------------------
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IA*LE 5
 

EUP iUDI: FINANCIAL SECTOR STUDY
 
Disbursements and Dett Service of Ebternal 
Eorrowinn
 

(SuF millicn) 

.........................................................................
 

ITEM 1984 1985 1986 1987 ;9EB/P
 

Foreign Debt
 

Disbursements by Agent 
 10797 8734 11341 19128 12837
 

Structural Adjustment - - 2911 3555 --

Infrastructure 3042 151b 769 1427 --
Energyard Water 2497 2772 2644 312r --
Roads 1602 1430 1664 3Wo7 --
Rural Develo ient 1213 206 2020 2C2 --

Housing 270 315 388 
 41" --
Credit to Public Sector 2151 5% 844 424t 
Credit to Private Ee:tcr 22 09 101 4
 

Foreign Aid Structure
 

by Financing Source 14102 140i6 11589 13354 14109
 

Capital Grants 4769 4b48 4545 5550 5792
 
Other Grants 
 9333 9448 7044 784 8317
 

Menorandum Items:
 
Ias percentage of total)
 

Foreign Debt Disbursements 100.0 100.0 100.0 100.0 100.0
 

Structural Ad)ustient 
 - - 25.7 lI.t --
Infrastructure 28.4 17.4 6.8 7.- --

Energyand Water 23-3 31.7 23.3 19.-
Roads 15.0 16.4 14.7 16b --
Rural Deveicoment 11.3 23.3 17.8 13.. --
Housing 2.5 3.b 3.4 2.1 --

Credit to Public Sector 20.1 16.0 7.4 2. 2 --
Credit to Private Sector 0.4 0.9 -­0.b 0.2 


Foreign Aid 
 100.0 100.0 100.0 100.0 I01.O
 

Capita! Grants 51.1 48.7 39.2 41.6 41.0 
Other Grants 4B.9 51.3 60.8 5B.4 59.0 

Disbursements!GDP 11) 
 9.1 6.3 8.3 14.0 10.0
 
Disbursements/comm GDP (1) 16.2 11.5 14.9 
 23.9 16.0
 

Foreign Aid/comm GDP (I) 
 7.9 6.8 B.5 9.3 8.9
 

P/preliminary estimates
 

--/ not available
 
Source: Premier Ministere et Ministere du Plan.
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TABLE 6
 

BURUNEI: FINANCIAL SECTOR STUDY
 
National Acccunts Summary
 

(BuF million)
 

-- - - - .- -. .- -. .- -. -. .- .- .- -. .- -. .- .- -. .- -. .- -. -. -. -. .- -. -. --------------. . . . 

ITEM 
 1984 1985 1906 19871P 

-------......................................------------------------------­

1)GDP at Market Price 118170 I38792 137195 137951 


2)Consumtion 112698 I1110
131884 124309 


31 Domestic Savings 
 5472 690B 6055 13642 


4)Current Trsf-net Fact Income 2088 1638 111 773 


5)Natica: Ea~ings 
 7560 354c 7t66 14415 


6)Gr0s5 Cap]ital Formation 21710 2JIE: 1I11 29156 


7)Porrc-:ng euireertz (5-o) -14150 -11o41 -12i15 -14741 


Peaoran: m items:
 

Consucption/6ri 
 (1) 95.4 95.0 92.6 90.1 

Domestic Sa.ingsSDP1 Z) 4.6 5.0 4.4 9.9 
National Sainos/GDP ,Z) 6.4 5.66.2 10.5 

Docestic Savings/Gross Ca) Form 25.2 34.2 31.7 46.6
 
Borrowing Requiresents:6D? (Z) 12.0 8.4 8.4 10.7 


P/preiim.nary estimates.
 

--! not available.
 
Sour-e: rnual Economic '.eports, Ministere du Plan.
 

. . . . 

1988/P
 

158217
 

t1
 



----------------------------------------------------------------

BURUNDI: FINANCIAL SECTOR STUDY
 

Current Eudget
 

(BuF million;
 

ITEM 1984 
 1985 1986 1987 19E8 1929/P
 

Direct Taxes 
Indire:t Taxes 

3925 
10430 

4120 
13294 

4524 
15284 

42L67 
11555 

4456 
15320 

4884 
17992 

Administrative Revenues 649 840 1210 1321 3040 229&5 
Coma Credit Reimbursements - - 963 686 1045 1508 
Dividends fron iniestments - - - - - 3000 

Total Revenues 15064 18254 21981 17329 23B61 2c679 

Publit Expene:t,7eB 9085 10855 12062 11H64 14676 1704! 
Subsidies an: Tra rs 2.793 3702 4271 4890 5447 184 c 

Net Borrowinas 79 522 90 1b2 13 
Recurrent Ezpenc:'rjes 11957 15165 16423 117:6 20136 2307 

Debt Accruals 1317 358 - 210 - -

Balance inTerms of Commitments 1790 2731 5552 -1217 3725 5764 

Debt Accruals 1317 358 - 2310 - -
Debt Payments 2506 176i 1386 - 2700 2400 

Balance inTerms of Payments 601 1320 4172 1093 1025 3364 

Memorandum Iteas 

Direct Toxes/moneti:eo 6[P Z) 6.0 5.4 0.0 5.3 4*. -
Indirect Taxes/Tota* Revenues (1) 6.2 72.3 69.5 64.9 64.2 60.o 
Recurrent Expencitures5,F (Q) 10.1 10.? 12.0 12.- 2,C " 
Reccurent Expenc. ;-:net. 6DP .18.6 I.Qo 21.6 :o. 9 .2o. -

----------------------------------------------------

Plprotections 
Source: Central Bank's Monthly Bulletins. 

IW
 



----------------------
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TABLE 8
 

EURUNDI: FINANCIAL SECTOR STUDI
 
Broad Money Supply (1984 - 1985)
 

(FuF million)
 

...............................................................................
 

1984
ITEM 	 1925 15E6 1987 1988/F 

Broad Money 
 19944 23907 24"74 
 24293 26622
 

Money (M-I) 
 14511 18094 2Z 7 19229 
 19594
 

Currency 
 7498 7254 
 8,8 8734 9605
 
Demand Deposits 
 7013 10840 1;3 : 10495 9989
 

Quasi-Money (M-2) 
 5433 5813 441" 
 5064 7028
 

Term Deposits 
 3353 3957 2231 2400 
 4754
 
Compulsory Savings 
 2080 1856 :2.c 2664 
 2274
 

Commercial Banks Money
 

(Broad Money-Currency and
 
Compulsory Savings) 
 10376 1490! 1456 
 12895 14743
 

... ....................
 

Memorandum Items:
 

Structure of Broad Money 
 I00.0 100.0 !t'. 100.0 


Money 


1 100.0
 

72.7 75.4 81. 79.2 73.6
 

Currency 
 37.6 51.8 32.3 36.0 
 36.1
 
Demand Deposits 
 35.1 23.6 49.E 
 43.2 37.5
 

Quasi-Money (M-2) 
 27.3 24.6 17.9 
 20.8 26.4
 

Term Deposits 
 16.8 16.5 9.6 9.8 
 17.9
 
Coipulsory Savings 
 10.5 
 8.1 8.9 11.0 8.5
 

Commercil Money 
 52.0 62.1 53.E 
 53.1 55.4
 

Broad 	Money as Percent of GDP
 

Money 
 12.3 13.0 14.6 14.1 12.4
 
Currency 
 6.4 5.2 5.3 
 b.4 6.1

Demano Deposits 5.9 7.8 9.j 
 7.7 6.3


QuaE:-Money 4.6 4.3 3.- 3.7 4.4
Term Deposits 
 2.8 2.9 1.0 1.8 3.0
 
Compulsory Savings 
 1,8 1.4 1.7 
 1.9 1.4
 

Commercial Banks Money 
 8.8 10.7 10.6 9.5 
 9.3
 

A Percentage of Commercialized GDP
 

Broad Money 
 30.1 31.5 
 32.6 30.8 
 26.8
 
Commercial Money 
 15.7 19.6 19.2 16.1 14.9
 

------------ .----- .-- .-.----.--.---.--.----.--------.... ..--------------------­
P/preliminary estimates
 
Source: Central 
Bank's Monthly Bulletins.
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IALE 9
 

L'LLDlI: FINANCIAL SECTOR STUDi
 
LiQidity of Financial Institutions
 

(BuF million)
 

ITEM end Fe:uary 1985 1986 1987 1988 1989
 

Currency inCirculation -6912 -7063 -7792 -8240 -B995
 

Claims on Abroad 984 3520 7117 7592 19007
 

Assets 3681 3909 
 9743 8246 1903b
 
Liabilities -2697 -389 -2626 -64 -29
 

Claims on the Treasury 12012 14554 12019 1196B 6943
 

Claims 14877 17970 16848 16861 
 16178
 
Deposits -28b5 -3416 -4829 -4893 -9235
 

Cla;as on Public Sectc -752 -2520 -2467 -1780 -1503
 

Claims 345 309 301 308 314
 
Deposits -1097 -2829 -2768 -2088 
 "817
 

Other Claims -4243 
 -5550 -6951 -8191 -16102
 

Assets 2650 2825 2910 2602 2924
 
Liabilities -6893 -8375 -9861 -10793 -19026
 

Sub-total Ind. Factors 1089 2941 1926 
 1348 -592
 
............. ... ............ ... ............... ... ..------------------.-
_
 
Refinancing Operations 220 63 230 259 2194
 

Banking Sector - 230
- 259 2194
 
Other Fin. Institutions 220 63 - -


Total Liquid Reserves 1309 3004 2156 1607 1602
 

Banking Sector 1306 2868 943 788 1331
 
Other Fin. Institutions 3 136 1213 819 271
 

Memorandum Iteas:
 

Net Annual Changes
 

Currency inCirculation -151 -729 -448 -755
 
Claims on Abroad 
 2536 3597 475 11473
 
Claims on Ireasury 254 -2535 -51 -5025
 
Claims on Public Sector -1768 53 687 277
 
Other Claims -1307 -1240
-1401 -7911
 
Sub-total Ins. Factors 1852 -I015 -578 -1940
 

Refinancing Operations -157 167 29 1935
 
Total Liquid Reserves 1695 -Bq8 -549 -5
 

Banking Sector 1562 -1925 -155 543
 
Other Fin, Institutions 133 1077 -394 -548
 

....................................................---------------------


Source: Central Bank's Monthly Bulletins.
 



TABLE 10
 

BURUNDI: FINANCIAL SECTOR STUDY
 
Structure of Depos1tsby Category of Depositors
 

(BuF million)
 

.........................................................................
 

ITEM 1924 19E5 1986 1987 1988
 

Sight Deposits 7013 10839 12328 10489 10147 
----------- --- ------ ---------------

Individuals 2062 2627 3606 3961 3182 
Private Companies 

Public Institutions 
Other 

-
1768 

2892 
291 

2349 

5554 
309 

2127 

6336 
259 

LL .,, 

395, 
323 

242247 

4217 
501 

Time ana Savings De~cs:ts 5443 5729 4437 504 7266
 

Individuals 
 2386 2263 2645 
 302 2885
 
Pri,'ate Companies 698 547 463 84 1888
 
Public Institutions 
 2075 2801 1295 913 2055
 
Other 
 284 118 
 34 195 438
 

Granc Total 
 12456 16568 16765 
 15553 17413
 

Memorandum Items:
 

(as percentage of total)
Total Deposits 
 100.0 100.0 100.0 100.0 !00.0
 

Sioht Depusits 
 56.: 65.3 73.5 
 67.5 58.3
 
Individuals 
 16.6 15.8 21.5 25.5 
 18.3
 
Private Companies 14.2 
 14.2 12.7 
 14.1 24.2
 
Public Institutions 
 23.2 33.5 
 37.8 25.5 
 24.2
 
Other 
 2.3 1.8 1.5 2.4
 

Time and Savinos De-csits 4-.7 34.7 26.5 32.5 41.7 
Individuals 19. 1 13.6 15.8 19.8 
 16.6
 
Private Companies C.6 3.3 
 2.8 5.8 10.8
 
Public Instituticns 
 16.7 16.9 
 7.7 5.8 
 11.8
 
Other 
 2.3 0.9 0.2 
 1.1 2.5
 

..............................................---------------------------


Source: Central 
Bank's Monthly bulletins.
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I ELE II
 

EURUN:I: FINANCIAL SETTOR STU~i
 
Structure ofCredit to the Econcmy
 

* uF a i I ion j 

ITEM 19S4 1985 1996 
 1987 1988
 
......................................................................
 

By Term: 

Short-Term Credit 
 8178 9376 l1t56 12725 17445
 

ExpnrL 3753 4716 5014 5262 

Imoort 594 840 1212 881 1840 
Treasury 3410 3371 5125 6323 E20b
 
Public Markets Fin. 372 
 360 210 204 230
 
Other 
 49 89 95 
 55 148
 

'eiu3-Term Credit 
 2!C 2209 2542 3402 425t
 

cusiln 64C 60C 733 842 97 
E uIpment 1424 1b09 1809 2560 728
 

Lcn-Term Credit 
 4 3625 3515 3937 3718
 

Housing 
 230 2479 2382 2762 
 2515
 
Equipment 1090 1146 1133 
 I175 1203
 

'otal Credits 
 I377 152 1 17713 20064 2541E 

Memorandum Items:
 

(Credit inpercentage of total)
 

Snort-Term Credit 
 59.4 61.6 65.8 
 63.4 6E.c
 

Export 
 2.3 31.0 28.3 26.2 27.
 
Import 4.3 5.5 6.8 4.4 7.2
 
Treasury 24.8 22.2 28.9 
 31.5 32.3
 
Public Markets Fin. 2.7 2.4 1.2 
 1.0 0.9
 
Other 
 0.3 0.5 0.6 0.3 0.6
 

Medlua-lerm Credit 
 15.5 14.5 14.4 17.0 
 16.7
 

Houslnq 
 4.7 3.9 4.1 4.2 
 3.8
 
Equipment 10.8 
 10.6 10.3 12.8 12.9
 

Long-Term Credit 
 25.1 23.9 19.8 19.6 14.1
 

Housing 17.2 16.3 13.5 13.8 9.3 
Equipment 7.9 7.6 6.3 5.8 4.8 

Total I00.0 100.0 100.0 100.0 jOO.0 
Source: entral t es-n que, B---------------

Source: Centralisation des Risques, BRE 


