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Foreword 
The Financial Sector Development Strategy II (FSDS II) is a blueprint document designed to provide 
strategic direction for the development of the financial sector for the period 2016 – 2021. It comes at 
heels of an urgent need to position the financial sector to play a leading role in guiding the economy to a 
prosperous end.  
 
The objective of the FSDS II is to develop a more resilient, competitive and dynamic financial system 
that will be able to help strengthen domestic financial institutions making them technologically driven 
and meet the growing needs of Malawi’s businesses, industry and the general population.  
 
FSDS II replaces the first FSDS whose implementation period came to an end in December 2015. During 
the implementation of the first FSDS many notable gains were made in the sector. Conversely, numerous 
weaknesses and challenges were also noted. Therefore, the FSDS II has been developed to address the 
identified weaknesses and challenges and build on the gains made.   
 
The FSDS II rests on five key pillars, namely, Developing and Deepening Financial System; Financial 
Inclusion; Financial Literacy and Customer Protection; Creating an Enabling Policy, Legal and 
Regulatory Environment; Increased Competition in the Financial Sector; and Increasing Participation of 
the Financial Sector in Critical Growth Sectors. I sincerely hope that this strategy will provide the much-
needed support to Government to effectively fight poverty and meaningfully achieve economic growth 
and development. 
 
 
 

 
Goodall E. Gondwe 

HONOURABLE MINISTER OF FINANCE, ECONOMIC 
PLANNING AND DEVELOPMENT 
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By the end of year 2021, 
the following should have been achieved: 

 
an efficient, deepened and well developed financial system; 

 
a stable, competitive, inclusive, and well regulated financial sector;  

 
a vibrant capital market; 

 
respected and effective regulators; and 

 
financially literate and protected consumers of financial services and products 

 
 

 
Above achievements will enable  

Malawi’s financial system to: 
 

better meet the financing needs of the country’s growing economy 
 

provide increased access to financial services to the currently underserved but economically 
active population, in particular to the micro, small and medium enterprise (MSME) sectors, 

and to the rural and agricultural sectors 
 

provide access to financial services at lower cost, in terms of reduced intermediation spreads 
and reduced costs of financial transactions 
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Background  
 

  
In 2010 the Government of Malawi developed a rolling, five-year strategy, 
called the Financial Sector Development Strategy (FSDS) whose overall 
objective was to provide strategic direction on how to develop the financial 
sector. This was in line with the Malawi Growth and Development Strategy 
II (MGDS II) which supported inclusive access to financial services. The 
FSDS was implemented between 2010 and 2015.  
 

A review of Malawi 
financial system reveals 

key strengths and 
weaknesses 

 

Notable strengths and achievements of the sector during the implementation 
of the first FSDS included, among others, improvement in the financial 
infrastructure including the introduction of the Automated Transfer Systems 
(ATS) and the Central Security Depository (CSD) for Government 
securities, the National Switch, mobile payments by mobile network 
operators (MNOs); improvement in the legal and regulatory environment 
through enactment of various laws; issuance of long term Government 
securities; and an improvement in access to financial services.    
 
On the other hand, key weaknesses and challenges included: a shallow 
financial market; limited competition; limited financial safety nets; under-
developed capital market; slow enactment of some laws; continued low 
levels of access to financial services; low financial literacy; lack of 
consumer protection; absence of effective consumer activism; and limited 
financial management skills; among others. 
 

A five year strategy is 
developed to address the 
weaknesses in Malawi’s 

financial system 
 

To address the weaknesses in the financial system, a successor five-year 
strategy covering the period 201 -2021 has been developed which will 
enable the country’s financial sector to transform and contribute more 
meaningfully to the economic objectives of poverty reduction and wealth 
creation.    
 
The successor Financial Sector Development Strategy (FSDS) provides a 
road map of the financial sector over the next 5 years that will ensure the 
financial system’s effectiveness, competitiveness and resilience. This 
roadmap has been developed against the backdrop of the overarching 
national medium term-term development strategy.    
 
The objective of the FSDS is to develop a more resilient, competitive and 
dynamic financial system that will be able to support and contribute to the 
growth of the economy, help strengthen domestic financial institutions 
making them technologically driven,  and meet the growing needs of 
Malawi’s businesses, industry and the general population.  
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This strategy document 
will serve as a single 

reference document for 
financial sector 

development in Malawi 
 

While there may be other documents that address issues relating to the 
development of the financial sector in Malawi, this Strategy has been 
developed as a national response to address the structural weaknesses in this 
sector in order to serve as a single reference document for financial sector 
development in Malawi. 
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Introduction 

 
Over the last twenty 

years Malawi’s financial 
sector has made 

significant contribution 
towards Malawi’s 
economic growth  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
GDP Trends Over The Last 10 Years (2005-2015) 
The rates of real GDP growth in Malawi between 2005 and 2015 were quite 
variable ranging between 1.9 percent and 9.6 percent. The annual GDP 
growth rate for the period averaged 5.6 percent, and this was below the 
average growth rate of 7 percent, that was required to meaningfully reduce 
poverty and stimulate economic growth and development during the 
implementation of both MGDS I and MGDS II.  
 
The variability in growth rates was attributed to both exogenous and 
endogenous factors. Among others, unfavourable weather conditions such 
as drought and flood incidences which affected agricultural production, 
coupled with unstable and unfavourable macroeconomic environment, 
including high cost of production, contributed to the subdued economic 
performance in some years. Conversely, during the years when Malawi 
experienced favourable weather conditions, coupled with sound 
macroeconomic environment, Malawi registered impressive growth rates. 
Figure 1, below illustrates the trends in real GDP growth over the last 10 
years. 
Figure 1: GDP Annual Growth Rates: 2010- 2015 

 
 
Nevertheless, despite the impressive performance in some years, it was 
impossible to sustain this performance due to the exposure of the economy 
to the above stated shocks. Other challenges facing the economy during this 
period included infrastructural bottlenecks such as frequent power outages; 
unstable exchange rates; high inflation rates and high interest rates. 
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Inflation and interest 
rates have remained high 

whereas exchange rate 
has been unstable   

 

Inflation, Exchange Rates and Interest Rates over the Past 15 Years (2000 – 
2015) 
Inflation in Malawi between 2000 and 2015 was influenced by three main 
factors, namely, drought, exchange rate movements and policy. Inflation 
was generally high in the years preceding 2000 mainly due to drought and 
devaluation of the kwacha but started to decline in the years after 2000. Due 
to good weather, prudent fiscal and monetary policies, inflation was low 
and stable between 2004 and 2012 as shown in the graph below. Inflation 
averaged 11.4 percent during this period.  
 

   
 
Inflation however started to pick up in 2012 following the devaluation and 
the subsequent floatation of the kwacha. The drought experienced between 
2014 and 2015 and the subsequent withdraw of budget support by the 
development partners resulted in low production of maize and depreciation 
of the kwacha. Consequently inflation remained around 20 percent between 
2013 and 2015. This, coupled with fluctuations in the Kwacha and high 
interest rates, somehow kept cost of borrowing and, thus, cost of production 
very high in the country. 
 

Malawi’s financial 
system after Kwacha 
devaluation in 2012 

 

Following the unexpected devaluation of the Malawi Kwacha in the second 
quarter of 2012, most commercial banks in Malawi experienced a liquidity 
crunch. Prior to the devaluation, shortage of foreign exchange led to a 
build-up of structural liquidity as importers held on their Kwachas as they 
awaited availability of foreign exchange. Anticipating that exchange rate 
policy would remain unchanged in the medium term, banks increased credit 
extension to the private sector, leading to a misalignment in their balance 
sheet.  

However, exchange rate policy changed and the Malawi Kwacha was 
devalued in April 2012. At the same time, the Reserve Bank sold foreign 
exchange to the market in order to clear import backlog that had built up 
during the time of scarcity. Importers followed suit by demanding Kwacha 
reserves in order to pay their import bills. This led to a severe contraction of 
liquidity in the entire banking system. Most banks were able to weather the 
crunch when their balance sheets realigned within a few months. But a few 
required assistance and received extended liquidity facilities from the 
Reserve Bank.  
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 Although Malawi’s financial system is considered sound and functioning 

well, an assessment of current status showed that there are weaknesses that 
need to be addressed to enable the financial sector to contribute more 
meaningfully to the economy.  
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Malawi’s Financial System Today 

The financial system is in  
nascent stage 

 
 
 

Challenges in the system 
still abound 

 
 
 

Malawi’s financial system is still in developmental stage. It comprises 
financial institutions (banks and non-banks), capital and money markets, 
the financial infrastructure (payments, clearing and settlements system) 
and the commodity market.   
 
Although Malawi’s financial system is considered sound and functioning 
well, the sector still faces a number of challenges which affect its 
contribution to the overall performance of the economy. The table below 
highlights some of the challenges facing the sector. 

 
 

Obstacles to efficient financial markets in Malawi are no different than found in many other 
African countries 

 
High fiscal deficit resulting in high domestic borrowing that is causing challenges to financial 
intermediation. 
 
Underdeveloped capital markets that remain narrow and illiquid, thereby limiting access to long-
term financing and hindering country’s capacity for local debt financing.  
 
A lack of innovative financial instruments, notably those geared towards MSMEs, which constitute 
a majority of the businesses in Malawi but remain too often confined to the informal sector due to 
inadequate financial services.  
 
Low intermediation arising from banks’ reluctance to lend to critical growth sectors.  

Lack of national identification system which makes it difficult for financial institutions to identify 
customers. 

Low financial literacy affecting the uptake of financial services and products.  
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Looking ahead 
What will Malawi’s Financial Sector look like in 2021 

 
Vision 2020 expects a 

growing economy that will 
generate increased demand 

for financial services 
 

 
The financial sector is expected to play an important role towards the 
achievement of this growth target, with credit to the private sector 
expected to grow positively in real terms over the next five years. In 
addition, lending to critical growth sectors such as agriculture is expected 
to grow above lending average to the sectors.  
 
As the economy grows, there will be increased demand for finance from 
businesses that are expanding. This demand for financing will be met not 
only by banks, but also increasingly by the capital market.  
 
The demand for auxiliary financial services, such as insurance, will also 
increase.  
 

Malawi will have a more 
resilient, dynamic, and 

competitive financial 
system capable of 

supporting Malawi’s 
sustained growth 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Financial sector will continue to be developed and deepened, through the 
introduction of new and specialized products that respond to the needs of 
consumers both in urban and rural areas. 
 
The financial system will help create financial players that are efficient, 
competitive, and able to meet the needs of the developing economy. 
 
The financial system will be more resilient, competitive and dynamic, 
having adopted best industry practices, and having strong and innovative 
domestic financial institutions that are more technologically driven and 
ready to face the challenges of financing domestic businesses.  
 
The ability of the financial institutions to deliver products and services in 
the most efficient and effective manner will be key to determining 
performance and relevance of the financial sector.  
 
This Financial Sector Development Strategy, therefore, will ensure a 
financial system that is best suited to the needs of Malawi’s economy, by 
being well developed, well diversified and characterized by efficiency, 
effectiveness and stability. 
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Financial Sector Development Strategy Pillars 

 
In order to achieve its overall objective, FSDS II will lean on the following six pillars: 
 
 
 
 

Increasing  
Participation of 

the Financial 
Sector in Critical 
Growth Sectors

Increased 
Competition in 
the Financial 

Sector Creating an 
Enabling Policy, 

Legal and 
Regulatory 

Environment

Financial 
Literacy & 
Customer 
Protection

Financial 
Inclusion

Developing and 
Deepening 

Financial System

Malawi
Financial Sector 
Development 

Strategy
2017 -2021
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PILLAR I 

Developing and Deepening Financial System 
 

Financial deepening is about increased provision of financial services with a wider choice of products and 
services that are geared to reach all levels of society. 

A deepened financial system stimulates economic growth and reduces costs of financial intermediation. 

The importance of increasing access to credit, savings opportunities, 
insurance services, pensions and other financial services is critical to 
achieving sustainable economic growth and development in Malawi. In this 
regard, the need for a comprehensive strategy to deepen access to financial 
services in Malawi cannot be overemphasized. 

 

1. Banking Sector 

 
 
 
 
 
 

The banking sector in Malawi is the largest subsector of the financial 
system representing 61.3 percent of the total assets of the financial system. 
The sector is highly concentrated. At the end of 2015 Malawi’s three largest 
banks owned 59.6 percent of total assets of the banking system from 63.8 
percent held in 2010. In terms of deposit base, the three banks accounted for 
61.7 percent up from 59.4 percent in 2010. 

 

Increasing  
Participation of 

the Financial 
Sector in Critical 
Growth Sectors

Increased 
Competition in 
the Financial 

Sector Creating an 
Enabling Policy, 

Legal and 
Regulatory 

Environment

Financial 
Literacy & 
Customer 
Protection

Financial 
Inclusion

Developing and 
Deepening 

Financial System

Malawi
Financial Sector 
Development 

Strategy
2017 -2021



Page 15 of 68 
 

 
Number of financial 

institutions operating in 
Malawi have been 
steadily increasing 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The average return on 
equity of the Malawian 

banking sector is high 

As of December, 2015, the banking sector comprised fourteen institutions, 
twelve commercial banks, one leasing company, and one discount house. 
The banks owned a total of 94 bank branches across the country and 216 
agencies/kiosks/vans, and 469 Auto Teller Machines.  Branches of the three 
largest banks constituted 30 percent of the total bank branches, their 
agencies/kiosks/mobile vans constituted 32 percent and ATMs constituted 
53 percent of total agencies and ATMs respectively.  Banks' outlets are 
more concentrated in the four major cities of Malawi (Blantyre, Lilongwe, 
Zomba, and Mzuzu), with at least an outlet in each of the remaining 25 
districts except one district (Likoma). 
 
The banking sector is regulated under the Banking Act 2010 and the 
Financial Services Act 2010. In addition, operational regulatory directives 
from the Registrar of Financial Institutions outline specific operational 
requirements for banks in the system. Other guidelines and policy 
statements further support these Directives. 
 
Effective January 2015, the banking industry in Malawi conforms to the 
Basel II capital adequacy framework and will continue to embrace 
standards on capital requirements as pronounced by international regulatory 
agencies. 
 
Profitability in the banking sector is relatively high compared to other 
financial subsectors (with average ROE of 28.9 percent from 2013 to 2015).  
Historically banks have derived nearly 25 percent of their total income from 
the foreign exchange markets.   

 
Current Situation, Assessment, and  Challenges 

 

Degree of financial 
intermediation remains 

low 
 
 
 
 
 
 
 

Generally, the banking system is sound and profitable. However, as at end 
December 2015 three banks had capital problems and non-performing loans 
were generally high at 10.7 percent of total loans compared to other 
countries in the region. 
 
Financial intermediation is low and the existing highly segmented banking 
system plays a limited role in the economy. Malawi’s domestic credit to the 
private sector by banks as a percentage GDP is one of the lowest in Sub- 
Saharan Africa, at 12.2 percent compared to the region average  of about 
45.6 percent in 2015 (World Bank).  
 
Furthermore, according to the FinScope Malawi 2014 survey, access to 
banking services is still limited to 27 percent of the adult population. In 
addition, as at end December 2016, there were no Islamic banks or the 
existing banks offering Islamic products through windows in Malawi. 
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The banking sector is still 
besieged with various 

challenges   
 

 
Furthermore, Public financial institutions that were established to provide 
various financial services to the majority of the people in the country are 
either insolvent and, therefore, ineffective, or have closed down. Examples 
include Malawi Development Corporation (MDC); New Building Society 
(mortgages); Development Enterprise of Malawi Traders Trust (DEMATT); 
Women World Bank; Malawi Rural Finance; and PRIDE Malawi. As at end 
December 2015, there was no development financial institution that could 
support key growth sectors or developmental objectives of the country. 
 
Net interest margin and the ratio of fee income to average assets in banks 
are among the highest in Africa. The operating costs of commercial banks 
are high by international standards, especially given moderate lending and 
depository services. This makes the provision of banking services 
unaffordable. In addition, commercial banks are increasingly relying on 
income from treasury bills and foreign exchange operations. This shows 
that the banks are not performing their core function or intermediation 
functions effectively.  
 
There are no formal structures for a financial safety net in Malawi, thereby 
leaving the public exposed to suffer losses in case there is a bank failure, 
although establishment of a deposit insurance scheme is under consideration 
for implementation.  
 
Despite compliance to most international standards, problems still exist in 
the supervisory process, such as low capital levels for some banks, delays in 
gazetting of prudential regulations by Government, slow judicial process 
and lack of adequate procedures for the orderly liquidation of banks and 
other financial institutions. In addition, there are limited resources to train 
supervisory staff at RBM. While market activities of some banks are 
becoming more complex in line with developments in the international 
financial systems, the supervisory skills gap continues to lag behind. 
 
The credit rating of customers who default on their debt obligations is not 
affected by their previous record. For a long time, the country has had no 
credit reference bureaus. Despite the licensing of two bureaus in 2011, 
delays in their operationalisation and absence of a national ID system has 
resulted in pricing of risks by banks to remain higher than would have been 
the case if information on defaulters was easily shared in the sector. In 
addition, an inadequate legal structure for collecting loans is a major 
constraint to provision of credit by banks to the private sector.  
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In view of the above weaknesses, reforms are needed to achieve the 

following desired outcome 
 

Targeted Outcomes 
 

Increased ratio of private sector credit by banks to GDP from 10.7 to 25.0 
percent by 2021.  

 
A resilient banking sector which is in line with international standards in 

place by 2021.  

Government borrowing to 
remain within its statutory 

limit

A supportive RBM’s policy 
rate to be adopted

Supervisory function of 
RBM to be strengthened to 

take into account of new 
developments in the sector 

Institutional capacity 
building will be heightened 

 
Strategies to achieve the outcome 

To achieve the above outcome, the following measures will be undertaken: 
 
Adherence to Statutory Requirement on Domestic Borrowing  
The Government shall adhere to statutory requirement on domestic 
borrowing to reduce crowding out effect on private sector’s borrowing. The 
Government will also structure its domestic debt instruments from short-
term to long-term.  
 
Supportive Interest Rate Policy 
The Reserve Bank of Malawi shall adopt an interest rate policy that 
supports credit growth to private sector. Where possible, the policy rate 
reduces cost of borrowing for the private sector whilst still sufficient 
enough to fight inflation. 
 
Strengthening the Supervision Function and Financial Stability 
This will involve: developing and adopting: a consolidated supervision 
framework; a macro-prudential supervision framework; a domestically 
systemic assessment framework; a mortgage finance regulatory framework; 
an enhancement of risk based supervision framework with more emphasis 
on IT examinations; new minimum capital requirements for banks; a 
regulatory framework for bank holding companies;  a crisis management 
plan; an Islamic banking regulatory framework and an improved bank 
reporting system using appropriate technology. 
 
Capacity building 
This will involve increasing efficiency and building skills/expertise in the 
Ministry of Finance, Economic Planning and Development to enable it provide 
strategic financial policy direction; Ministry of Justice and Constitutional 
Affairs to ensure smooth and sound processing of laws and directives; and 
professional development of RBM’s bank supervisors in emerging areas of 
mortgage finance, consolidated supervision, macro-prudential supervision and 
IT examination;. Capacity building will also involve continuous 
engagement/interaction with banks on new regulations and policies.  
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2. Capital Market  

Malawi Stock Exchange is 
owned by the Government 
through the Reserve Bank 

of Malawi

 
 

Malawi Stock Exchange (MSE) commenced operations in 1994 with its first 
listing arising from Malawi’s privatization program in November 1996. Over 
the years the same privatization program has provided a stream of listings. By 
2008, the number of listed companies had grown to 15, but dropped to 13 by 
mid 2016.  

The capital market intermediaries include the MSE, seven portfolio 
managers/investment advisors, four stock broking firms, four companies 
offering share transfer services, commercial banks providing custodian 
services, and two collective investment schemes, and one of them being a unit 
trust.  

 
 
 

 
Current Situation, Assessment, and Challenges 

 

Twenty year after its 
creation the Malawi Stock 

Exchange remains small 
and relatively insignificant 
in terms of its contribution 

to the economy

Malawi’s capital market is 
plagued with scarcity of 

securities to invest in
Demand for securities is 

expected to increase 
rapidly over the coming 

years 

MSE has not registered any 
new listing since 2008

 
As of December 2015, the domestic market capitalization was MK622.1 
billion while total market capitalization including Old Mutual PLC was 
MK7.5 trillion. There are limited instruments available in the capital 
markets. The stock market largely trade on equities/shares. Treasury 
bonds were listed in 2014 but they had not registered any trading by 
December 2015. No corporate bonds are listed on the MSE. Trading is 
low and dominated by institutional investors who hold on to the securities 
for a long time.  
 
Illiquid Market 
There is limited trading on MSE largely due to low market liquidity despite 
growing demand for securities from pension funds.  This applies both to 
equities listed on MSE and government debt securities.  
 
The demand for securities comes not only from retail investors, who are 
currently about 40,000 and are expected to grow to about 75,000 by 2017 
(according to the FinScope Malawi 2014 survey) but also from insurance 
companies and pension funds that are expected to grow fast and would be 
looking for investment opportunities via the capital market.  
 
The problem of illiquidity does not exclusively lie in few public float for 
trading but also in the fact that most of long term investors tend to hold on 
to the few listed shares up to maturity. The majority of the listings on MSE 
had come from the Government’s privatization program of 1990s and 2000s 
but since 2008 there have been no new listings.  The limited stock available 
for trading makes the Malawi’s capital market highly illiquid.  
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While Government 
securities were listed on 

MSE, there is inactive 
trading 

Limited Participation in Government Security Trading 
The trading of government securities is concentrated to few players 
comprising commercial banks and a discount house. Consequently, there is 
very limited secondary trading. 
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 In view of the above weaknesses, reforms are needed to achieve the 
following desired outcomes 

 
Targeted Outcome 

 
An active capital market with higher turnover, liquidity and intermediation 

and domestic market capitalization exceeding 
30 percent of GDP by 2021 

 

The Government intends to 
divest its holding in MSE  

The problem of liquidity in 
capital market seems to lie 

on the supply side rather on 
the demand side

Listed companies will be 
encouraged to increase 

their public float

State owned enterprises 
will be encouraged to 

access capital market for 
raising funding for their 

expansion projects

 
Strategies to achieve the outcome 

To achieve the above outcome, the following actions will be undertaken: 
 

Restructuring the Malawi Stock Exchange 
A stock exchange owned by private investors is more poised to play a 
meaningful role in increasing the supply of securities for trading, by way of 
new listings and other means of improving liquidity, than a government 
owned stock exchange can. Therefore, the Government will restructure 
MSE by divesting its shareholding among others. The governance and 
ownership issues of MSE will also be addressed as a part of the 
restructuring process.   
 
Improving market liquidity through new listings 
Since the problem of Malawi capital market seems to lie on the supply side 
rather on the demand side, special attention will be paid to initiatives for 
restoring this balance by focusing on initiatives that a privatized MSE can 
take to attract new listings on the stock exchange.   
 
Options for increasing the number of new listings (both local and dual 
listings of companies listed on other stock exchanges) will also be examined 
and initiatives will be taken to increase market liquidity. 
 
Existing listed companies shall be encouraged by MSE through awareness 
campaigns to raise additional capital by way of rights and bonus issues.  
 
To promote new listing, MSE will be encouraged to become proactive in 
persuading potential companies, both in private and public sectors, 
including MSMEs to consider obtaining listing as a mechanism for raising 
additional capital over other options. 
 
 
To lessen the burden on the state, in terms of government subsidies and/or 
guarantees extended to state agencies, certain state agencies (including local 
authorities) with good balance sheets will be encouraged to issue corporate 
papers (both short- and long-term) as an alternative to bank financing. This 
will increase the number and size of debt instruments available in the 



Page 21 of 68 
 

Encourage more public 
floats from listed 

companies 

More Government 
securities to be traded on 

MSE

MSE investor base to be 
broadened

The basic capital market 
infrastructure is in place 
but needs improvement

Malawi capital market.  
 
The Government shall consider working with the private sector on public 
private partnerships. As these initiatives succeed, there will be increased 
investment opportunities for public as these companies seek listings on the 
stock exchange.  
 
All Malawian incorporated companies that are trading with the Government 
in an amount exceeding MK1 billion annually will be required to offer to 
the general public a stake of at least 10percent through listing on MSE.  
 
Where the shareholding base is adequately large and there are many retail 
investors holding small quantities of shares, obtaining a listing without the 
need for an IPO shall be promoted.  This is known as seeking a listing by 
way of an Introduction. 
 
Increasing Public Float of Listed Companies 
The options for increasing the size of public float will be examined in order 
to increase the availability of more securities for trading.  MSE will 
undertake a study on the available public float in each of the listed 
companies and consider if any remedial action needs to be taken to increase 
the public float in cases where the public float is low.   
 
Trading of Government Securities on MSE  
Government will promote the stock exchange by continuing to list its 
securities – both short and long term instruments - on MSE in order to boost 
activities on the secondary market.  
 
Increasing the size of the investor base 
Increasing the retail investor base is essential for creating vibrancy in the 
stock market.  To successfully increase the number of individual investors 
from current 45,000 to 80,000 by 2021, MSE will be encouraged to carry 
out awareness and sensitization campaigns. 
 
The investor base for debt securities would be deepened and broadened by 
restarting trading of Treasury Notes and Treasury Bonds on the stock 
exchange. The spreads between bank deposit rates and Treasury paper 
yields provide adequate incentives for investment and increased 
participation in government security trading.   
 
Improving the Market Infrastructure 
At present the trading, clearing and settlement is performed manually. 
Recognizing that when trading volumes increase it will be difficult to cope 
with the clearing and settlement functions, the Government will seek ways 
for supporting automation of the clearing and settlement functions.  
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Development of a long 
term yield curve cannot 
wait for a while longer

Government will create 
enabling environment for 

innovation in financial 
sector to take place

Creating enabling 
regulatory environment is 

important for financial 
sector deepening and its 

development

The issuance of Treasury Bills is now being performed electronically using 
a web based application but the registration of Treasury Bills is being 
performed manually. The Central Securities Depository (CSD) at the 
Reserve Bank of Malawi will be enhanced to accommodate private 
instruments as well. This will improve the market infrastructure and the 
resulting market efficiency will provide an impetus for the future growth of 
the government debt securities market.  

Yield Curve, Issuance Calendar, and Credit Rating 
The existence of a long term yield curve is important for the development of 
a corporate debt market. Government will increase issuance of long-term 
debt instruments to develop capital market and to serve as a benchmark for 
corporate debt issuers. Development of the yield curve will also provide a 
platform for development of credit rating agencies in the country.  The 
Government will continue to publicise its issuance calendar for its debt 
instruments.  
 
Development and Support of New Institutions and Products 
The Government will support the establishment of new institutional 
vehicles and products to create vibrancy in the capital market including 
Venture Capital Funds and Investment Trusts such as real estate investment 
trust. By their very nature, these types of institutions provide risk capital 
(equity) and longer-term funds for companies especially for start-ups.     
 
Government will also support the development and offering of new 
instruments by market players, such as exchange traded funds, securitized 
instruments and derivatives in an attempt to deepen the capital market. 
 
Approach to Regulation 
The Government will continue to provide conducive regulatory 
environment for the capital market to thrive. Government will also develop 
an appropriate regulatory framework for the commodity exchange. The 
Registrar of Financial Institutions’ capacity as supervisor and regulator of 
commodity exchange will also be strengthened.  

 
3. Insurance Sector 

Malawi’s insurance sector 
is fairly developed

Malawi’s insurance sector is fairly developed. In recent past, the sector has 
experienced significant growth both in terms of asset size and premiums 
written. As at 31stDecember 2015, there were eight general insurers and five 
life insurers with total assets of MK30.7 billion and K277 billion, respectively.  
Total annual premiums collected for general insurance and life insurance were 
MK30.2 billion and MK18.5 billion, respectively, as at end December 2015.  
The market has also one reinsurance company and thirteen insurance brokers. 
Both life and general insurance sectors are each dominated by two players. 
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Current Situation, Assessment, and Challenges 

 
There is limited access to 

insurance services owing to 
a number of factors

Malawi’s penetration of insurance products is regarded as one of the lowest in 
the region. According to Malawi FinScope 2014 Survey report the country’s 
insurance penetration was only 2percent in 2014 decreasing from 3percent in 
2008.  
 
Whilst some innovative products that cater for the needs of the rural sector 
such as funeral insurance are being developed, a lot more needs to be done to 
increase the coverage. The most commonly used products are motor vehicle 
insurance, life insurance and medical insurance. Nonetheless, motor vehicle 
insurance and life insurance, specifically group life insurance, are compulsory. 
 
The stumbling blocks to the introduction of new insurance products include; 
low financial literacy, low income, inefficient distribution channels, scarcity of 
underwriting skills for these types of risks and lack of national identity system. 
Nonexistence of early warning systems for monitoring climatic events hinders 
launching crop insurance types of insurance products. 

 
In addition, compensation process for third party motor accident claims is 
inefficient and ineffective due to delays in processing claims, increase in 
fraudulent claims, some motorists do not have third party cover and, in some 
cases, insurers’ inability to honour claims.  
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In view of the above weaknesses, reforms are needed to achieve the following 

desired outcome 
 
 

Targeted Outcome 
 

Total insurance premiums as a percentage of GDP increased from current 
1.5percent to 5.0percent and percentage of adult population covered by  

insurance products increased from  2percent to over 5percent 
 

 
 

Development of new 
insurance products such as 

weather index insurance, 
TAKAFU and micro-

insurance to be 
spearheaded

Appropriate safety nets 
including third party motor 

accident compensation 
fund and Premium 

Protection Scheme to be 
put in place 

Right knowledge and skills 
are vital for the growth of 

the sector 

 
Strategies to achieve the outcome 

To achieve the above outcome, the following actions will be undertaken: 
 
New Insurance Products 
Government will provide an appropriate environment to enable the insurance 
industry to introduce new products such as weather index insurance and help 
to scale-up the use of available products in order to deepen the insurance 
market.  
 
Islamic Insurance (TAKAFUL) 
The Government shall promote the development of Islamic finance in order to 
increase penetration of insurance in Malawi. 
 
Micro-Insurance (Inclusive Insurance) 
To address insurance coverage especially among poorer Malawians, 
Government shall develop policies aimed at promoting micro-insurance 
products as outlined in the Financial Inclusion Strategy. Government shall 
work with other players in the sector including the insurance companies and 
Mobile Network Operators (MNOs) to accomplish this initiative. 
 
Creation of third party motor accident compensation fund 
Government shall create third party motor accident compensation fund to 
improve compensation and coverage of third party motor vehicle claims.  
 
Creation of Depositor and Policyholder Protection Scheme  
The government shall create depositor and policyholder scheme with the aim 
of protecting depositors and policyholders in the event of a failure of a deposit-
taking institution and an insurance company. 
 
Professional Training 
Responding to calls from insurance industry on the need to improve 
underwriting skills for risk pricing, especially in the property and casualty 
sectors, the Government will encourage training institutions to introduce 
actuarial science and other related insurance courses in their program offers. 
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Having own mortality 
tables is the way to go

A sector strategy to be 
developed to provide 

strategic direction for the 
sector

Sound regulations are key 
to the growth of the sector 

Mortality Tables 
Life assurance is currently using South African mortality table for pricing its 
life assurance products in Malawi because such tables are not available in 
Malawi. Recognizing that this may be leading to higher premiums, the 
Government will explore ways of ensuring that mortality tables for Malawi are 
developed.   
 
Strategy for the Insurance Sector  
Government shall formulate a strategy for the insurance sector to ensure 
sustainable growth and development of the sector. 
  
Regulation 
To ensure more effective oversight of insurance sector, RBM shall 
continuously review regulations and develop new directives. In addition RBM 
shall build technical capacity of its staff to improve its oversight role of the 
sector. The Government shall also develop regulatory framework for medical 
aid schemes to ensure safety and soundness of the sub-sector.  

 
4. Microfinance Sector and Financial Cooperatives 

Microfinance sector has 
played a significant role in 
providing access to credit 

and financial services in 
rural areas

Microfinance provides an important bridge between formal and informal 
financial markets. It uses innovative ways of delivering financial services to 
the poor including simpler delivery mechanisms and simpler forms of 
collateral. Where no collateral mechanism is utilized, the concept of peer 
group lending and joint liability is deployed. Microfinance offers credit, 
savings, insurance and other basic financial services within the reach of 
poor people.  Microfinance provides people an opportunity to increase 
productivity as well as learn and set up small and medium-scale businesses.  
 
The Microfinance industry in Malawi comprises private and public deposit 
and non-deposit taking microfinance institutions, commercial banks with 
microfinance windows and financial cooperatives popularly known as 
Savings and Credit Cooperatives (SACCOs).  
 
The microfinance sector is made up of eight money lenders, who offer 
credit services to mostly salaried low income employees, thirteen Non 
Governmental Organizations (NGOs), two state owned MFIs and three 
banks with microfinance windows who target mostly small business owners 
and low income earners. As of December 2015 the sector had a total asset 
base of MK24.3 billion and total loans of MK19.8 billion. 
 
There are two main types of financial cooperatives known as SACCOs, the 
employee based and the community based. These cooperatives are found 
throughout the country. As of December 2015 the total asset base of 
SACCOs was MK6.4 billion and total loans of MK4.2 billion.  



Page 26 of 68 
 

  
Current situation, assessment, and challenges 

 
 Challenges faced by the microfinance sector are numerous and usually 

multifaceted. They include:  
 
Continued Direct Involvement of the State/Donors in Microfinance 
Service Delivery  
Government or donor-initiated programmes tend to weaken repayment 
culture. Particularly, the Government-sponsored loan programmes give an 
impression that they are free. Such programmes tend to die down after 
general elections.   
Challenges to Extend Services to Rural Areas and Lack of 
Interoperability among Sector Players 
Cost of operating in rural areas is high resulting in very few microfinance 
service providers willing to extend their services to remotest parts of the 
country. The sector also lacks appropriate MIS infrastructure to enable 
timely transactions and promote interoperability among players.    
 
Additionally, most players in the sector   do not have adequate capital to 
enable them to extend their services to other places, particularly rural areas.  
 
Low Financial Literacy Levels and Limited Business Training and 
Awareness 
Knowledge gap on microfinance products and services is huge. As a result, 
many people do not realize opportunities being offered by MFIs.   In 
addition, lack of and training and entrepreneurship skills prevent many 
entrepreneurs to access loans that could have meaningful impact on their 
businesses.  
 
Lack of Microfinance Training Institutions offering Specialised 
Courses in Microfinance Currently, there are no academic institutions that 
offer specialised courses in microfinance in Malawi. As a result, the sector 
lacks skilled manpower to provide quality services to customers. 
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In view of the above weaknesses, reforms are needed to achieve the 

following desired outcome 
 

Targeted Outcome 
 

A broadened and deepened microfinance sector to meet the varying needs 
of low-income Malawians put in place by 2021 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Establishment of an Apex 
Fund can improve 

coordination of 
development partners 

support to MSME sector
 
 
 
 

 
Strategies to achieve the outcome 

To achieve the above outcome, the following actions will be undertaken: 
 
Reduced Government involvement in the Microfinance Sector 
It has now become clear that the role of the public sector in microfinance 
lies more in ensuring that a conducive environment exists for fair 
competition, innovation and growth rather than in the actual provision of 
financial services. Government will pursue a market oriented financial and 
credit environment that creates incentives for private sector participation in 
the sector; avoid costly, unsustainable, and distorting credit subsidies and 
credit guarantee schemes; and make a distinction between credit and 
welfare policy.  The major role of Government will be coordination, 
regulation and supervision of the sector to make markets more efficient and 
institutions more safe and sound. 
 
Setting up of an Apex Fund for channeling  MSME-targeted Funding 
via MFIs  
The Government recognizes the important role that apex funds play in 
channeling funds to target sectors. As such, the Government shall 
consolidate and bring under one roof the multiplicity of initiatives that are 
going on in the financing of MSME sector.   The Government shall 
establish an Apex Fund that provides credit lines to MFIs which are active 
in MSME lending.    

Financial literacy 
In recognizing the challenges posed by low financial literacy, the 
Government will continue to promote initiatives aimed at bringing 
awareness and education to general population on microfinance products 
and services. 
 

Promotion of Specialised Trainings in Microfinance 
The Government shall promote the establishment of a microfinance training 
institution in the country aimed at offering training in microfinance field. 
The Government shall also encourage the existing academic and research 
institutions to develop and offer specialised programmes in microfinance.  
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 Development of Supportive Infrastructure 
 The Government shall continue to put in place the right infrastructure that 
which will promote the development of the microfinance sector. Among the 
initiatives being undertaken include the establishment of Microfinance Hub 
and linking of microfinance institutions to the National Switch. The 
Government shall also continue to undertake other, major infrastructure 
developments such as roads across the country to link the rural communities 
with suppliers of microfinance and other sources of finance.  

 
5. Payment Systems and Mobile Banking 

 Malawi has made remarkable progress in modernising its national payments 
system infrastructure. As at end 2015, Malawi had 12 commercial banks 
offering various digital financial services. Among others, modernization 
initiatives include; implementation of the Automated Transfer Systems 
(ATS) and Central Securities Depository (CSD) in 2014. The ATS, replaced 
the real time gross settlement (RTGS) system and the Electronic Cheque 
Clearing House (ECCH) rolled out in 2002 and 2005 respectively. The ATS 
combines features of RTGS and Automated Clearing house (ACH).  The 
CSD is a new platform that dematerialises and creates an electric register 
and transfer system for the Government as well as RBM financial 
instruments/securities. 
 
The country also integrated to cross-border payment systems; the COMESA 
REPSS (2013) and SADC SIRESS (2014). Both systems were established 
to promote intra-regional trade. 
 
In addition, as at end December 2015, two Mobile Network operators 
(MNOs) and other players were actively providing mobile financial services 
targeting different segments of the population including the rural 
population. 
 

  
Current Situation, Assessment and Challenges 

 
Payment system in Malawi 
is still predominantly cash-

based

Notwithstanding the above-mentioned achievements, fundamental 
challenges still exist including low access to affordable, quality payments 
and banking services for a majority of the population. A Better Than Cash 
Alliance (BTCA) Payments diagnostic study conducted in 2013 showed that 
out 221 million payments made monthly in the country only 0.3 percent 
were through digital means. Some of the main reasons for slow uptake of 
electronic payments include low levels of public awareness and financial 
illiteracy; weak or restrictive regulatory framework; high transaction costs; 
lack of supportive infrastructure, low confidence in digital payments; and 
access limitations.  
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 In view of the weaknesses identified above, reforms are needed so that the 
ideal 

situation as suggested by the following outcome is achieved 
 

Targeted Outcomes 
 

Increased volume and value of digital payments  to 30.0 percent and to 
65percent, respectively by 2021 

 
 
 
 

Public awareness and 
financial literacy of 

electronic payments will be 
fostered

Reducing cost, increasing 
accessibility and improving 
regulatory environment  are 

key to increasing public 
confidence in electronic 

payments and encouraging 
uptake and use of the same

Protecting consumers from 
abuses in electronic 

payment industry is key

Strategies to achieve the outcome 
To achieve the above outcome, the following actions will be undertaken: 
 
Increase Public Awareness and Financial Literacy on Electronic 
Payments 
The Government in collaboration with the financial institutions shall 
increase public awareness and financial literacy levels on electronic 
payments through expanding knowledge and awareness on electronic 
payments for consumers, merchants and billers, with emphasis on the 
advantages of using electronic payment instruments. Conversely, use of 
cash and cheques in transacting will be discouraged by making cash 
payments and cheque payments less convenient compared to electronic 
payments and phasing out cheques. 
 
Increase Affordability, Accessibility and Public Confidence in 
Electronic Payments  
Affordability, accessibility and public confidence in electronic payments 
through improved network connectivity, interoperability and expanded 
value proposition to attract uptake and use of electronic payments as well as 
investment in relevant technologies will be encouraged. 
 
Support Usage of Retail Electronic Payments 
Deployments and usage of retail electronic payment systems through 
improved technological platforms that meet individual, corporate and 
government needs, improvement of distribution channels and broadening 
the range of user-centric payment products and services will be supported. 
 
Consumer Protection Mechanism 
As adoption of electronic payments is expected to increase through various 
initiatives, the Government will ensure development and application of best 
practices in consumer protection in the payments industry. These principles 
will ensure among others fair pricing, disclosure of relevant information to 
customers, and establishment of complaints handling crisis and resolution 
units/frameworks at service providers. 
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Improve Regulatory Framework for Electronic Payments 
The Government shall strengthen the regulatory framework for electronic 
payments through improved regulations to protect consumers. The 
Government shall also improve the regulatory framework to give powers to 
RBM to issue and enforce directives on electronic payments, alignment of 
Money Laundering, Proceeds of Serious Crime and Terrorist Financing Act 
(2006) with electronic payments, and building capacity for oversight of 
electronic payments at RBM. 

 
6. Pension Sector 

 The pension sector is regulated under the Pension Act that was promulgated 
in 2011.  All pension entities which include - pension funds, administrators, 
pension services companies, operators of umbrella funds, umbrella funds, 
pension brokers, custodians, investment managers and trustees were 
required to apply for licenses or registration by end August 2015 to the 
Registrar of Financial Institutions. 
 
As of December 2015, pension fund assets were invested in listed equities 
(39 percent), government securities (26 percent), fixed deposits (12 
percent), property (7 percent) unlisted equities (8 percent) and other 
instruments (8).  The total pension assets were MK312.2 billion, as at end 
December 2015.  
 
 
 

  
Current situation, assessment, and challenges 

 
Pension coverage in the 

country is extremely low 
for various reasons

The total labour force combining formal and informal sector in the country 
was estimated at 5 million as at end of 2015. However, most of these 
workers do not have any pension scheme. The country has a mandatory 
contributory national pension scheme that covers the formal sector which is 
estimated at 650,000 workers as at 2015. However, as at December 2015, 
only 217,000 workers were on contributory pension scheme. The public 
service pension scheme is a defined benefit with unfunded liabilities 
estimated at 60 percent of the GDP in 2013. The Government is yet to roll 
out its pension scheme to defined contribution. 
 
Additionally, the sector lacks viable, long term instruments for the 
investments for the growing reserves especially from the pension funds. 
As a result, fund managers are increasingly forced to invest in unlisted 
instruments which are inherently risky. . 
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In view of the above weaknesses, reforms are needed to achieve the 
following desired outcome 

 
Targeted Outcomes 

  
Increased coverage of contributory pension from 8percent to 15percent of 

the workforce by 2021 
 

Viable, long term investment avenues for growing reserves especially from 
the pension funds promoted 

 
 
 

Government pension 
scheme to take off soon

Voluntary pension drive 
targeting the informal 

sector to be spearheaded

 

 
Strategies to achieve the outcome 

To achieve the above outcome, the following actions will be undertaken: 
 
Government pension scheme  
Government shall make substantial parametric reforms in Public Service 
Pension Scheme to sustain fiscal obligations. These may include measures 
which raise the effective retirement age, reduce the generosity of benefit 
indexation, and reduce accrual rates and commutation factors. The current 
defined benefit public service pension scheme shall gradually be replaced 
with a defined contribution scheme whilst taking into account the persistent 
fiscal and capital market constraints.  
 
Pension coverage in the informal sector   
The current regulation covers only the formal sector. Therefore, the 
Government shall review the regulatory framework to allow for the 
provision of voluntary personal pension to cover the informal sector which 
has the largest workforce. Among others, the Government shall consider 
introducing incentives and measures that will encourage individuals to have 
personal pension plans. 
 

Government’s long-term 
debt instruments to play a 

critical role in fostering 
long-term investment in the 

country

Sound pension regulations 
and technical capacity are 
vital for the growth of the 

sector

Issuance of long term debt by Government 
Government shall issue long term debt instruments such as infrastructure 
bonds to provide an avenue for pension fund investments and to promote 
infrastructure development in the country. 
 
Regulation 
To enhance oversight of the pension sector, the Government shall establish 
an independent pension regulator to improve supervision of the sector.  The 
Regulator shall continuously review regulations and develop new directives. 
In addition, the Regulator shall build technical capacity of its staff to 
improve its oversight role of the sector.   
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PILLAR II 

Financial Inclusion 
 

Financial inclusion is about ensuring access to financial services for low income, weaker, and vulnerable 
groups, at costs they can afford 

 
Access to financial services has many dimensions including; 

 
easy physical access to financial infrastructure, appropriateness and affordability of available products 

and services, and knowledge of what is available 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                     

The level of financial 
exclusion in Malawi is high 

compared with most 
countries in the region

Large numbers of people throughout the world including Malawi do not 
have access to financial products and services.  
 
Inclusive finance is about access to a range of quality financial products 
and services such as credit, savings, insurance, payment systems, and 
remittances that are appropriate, affordable, conveniently accessible, and 
delivered with dignity to low-income and vulnerable people.  These 
products and services ought to be provided by formal financial sector 
institutions like, banks, micro-finance banks, deposit-taking micro-finance 
institutions, non-deposit-taking MFIs, financial cooperatives, and Non-
Governmental Organisations (NGOs). 
 
In 2010 Malawi developed a National Strategy for Financial Inclusion. 
Development of this strategy was triggered by the realization that only 
26percent of Malawi’s population, according to the FinScope Malawi 2008 

Increasing  
Participation of 

the Financial 
Sector in Critical 
Growth Sectors

Increased 
Competition in 
the Financial 

Sector Creating an 
Enabling Policy, 

Legal and 
Regulatory 

Environment

Financial 
Literacy & 
Customer 
Protection

Financial 
Inclusion

Developing and  
Deepening 

Financial System

Malawi
Financial Sector 
Development 

Strategy
2017-2021



Page 33 of 68 
 

Financial inclusion is not 
just about access to financial 

services but also using the 
services

survey, had access to financial services from formal institutions while 
55percent of the population was totally excluded from the financial system. 
 
Access to credit was especially low. Only 1.7percent of the population had 
access to credit from formal sources. Another 19 percent of the population 
had used credit at one time or another, from informal sources such as 
employers, from shops or receiving agricultural inputs on credit. The 
survey also found that SMEs experienced difficulties in obtaining 
financing from formal financial Institutions. Hence, in 2010 the 
Government developed the National Strategy for Financial Inclusion to 
address the aforementioned problems.  
 
Implementation of National Strategy for Financial Inclusion resulted in 
improvement of access to financial services. According to Malawi 
Finscope 2014 survey, access to formal financial services increased to 34 
percent while access to banking services increased to 27 percent.  
 
Government believes that inclusive finance is essential for meeting 
objectives of government’s development strategies. It is a key instrument 
for increasing agricultural productivity and production, starting or 
expanding micro and small enterprises, creating employment, increasing 
household income and smooth consumption.  Access to financial products 
and services helps people manage their financial affairs efficiently, run 
businesses profitably and thus leading to generation of employment, 
reducing poverty and inequality. 
  

 
Current situation, assessment, and challenges 

 

Challenges hindering 
financial inclusion are 

multifaceted and affect both 
individuals and businesses 

especially SMSs 

The FinScope Malawi 2008 survey indicated that more than 65 percent of 
the people would either start up a new business or invest in an existing 
business if given the opportunity to access financial services. The study 
further indicated that 80 percent of the adult population was not able to 
borrow from any source to finance their activities. However, this figure 
went down to 71 percent  in 2014  
 
If financial services were extended to the excluded, deposits in the 
financial system would increase substantially as would the loan portfolios. 
By leaving these groups out, the country is missing out on resultant 
beneficial impacts their inclusion would bring. 
 
Key challenges for expanding inclusive finance in Malawi include the lack 
of loanable funds for on-lending by MFIs; limited institutional capacity of 
inclusive finance providers; absence of demand-driven and client-centered 
financial products; limited use of ICT to improve Management Information 
Systems (MSIs) and expand front-office technologies; weak meso-level 
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support; lack of financial literacy interventions and limited non-financial 
support to build the capacity of clients. 
 
Financial exclusion does not only affect individuals but also affects small 
and medium enterprises that equally face serious access problems. The 
predicaments faced by the SMEs are twofold: they are considered too 
small for lending by the commercial banks because of their perceived 
inability to repay back the borrowed money, and too large for lending by 
micro-lenders, in the sense that the amount required often exceeds their 
credit limits.  
 
The challenges SMEs face include, but are not limited to, high transaction 
and/or information costs; limited management capacity of SMEs; lack of 
appropriate collateral; oligopolistic bank market structure that inhibits 
innovation due to limited competitive pressure; and land title/tenure system 
that does not provide title to assets such as agricultural land and houses in 
rural areas as collateral.  
 

  
In view of the weaknesses identified above, reforms are needed so that the 

ideal 
situation as suggested by the following outcome is achieved 

 
Targeted Outcomes 

 
Over 70percent of Malawians accessing  financial services of which 

20percent accessing formal credit by 2021  

Various strategies, 
initiatives  and programmes 

ought to be employed    to 
increase access to financial 

services by the unserved and 
underserved 

 
Strategies to achieve the outcome 

To achieve the above outcome, the following actions will be undertaken 
 
The National Strategy for Financial Inclusion lists specific interventions 
and actions that will be taken at three levels; at the Government level, the 
financial institution level, and at the client level to achieve the vision on 
financial inclusion.   Listed below are selected interventions that relate to 
initiatives in the financial sector.  
 
Enabling Policies, Strategies, Legal and Regulatory Systems, and 
Infrastructure 
Government shall develop enabling policies, strategies, legal and 
regulatory systems, and infrastructure that are conducive to achieving 
objectives of financial inclusion. The Government shall also continue to 
support provision of inclusive financial services particularly to rural areas 
through agent banking and mobile payment initiatives. 
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Supporting Interoperability of the Financial Systems 
Government shall continue to support linkages between commercial banks, 
microfinance providers and mobile network operators (MNOs) that will 
enable rapid settlement of payments and money transfers. 
 
Full Operationalisation of the Collateral Registry System for Movable 
Assets  
The Government shall put in place appropriate strategies to ensure that the 
Collateral Registry system for movable assets is fully operalisationalised 
and both lenders and borrowers are using it to increase access to credit for 
individuals, MSMEs, among others. Among others, the Government shall 
undertake promotional campaigns to bring awareness about the system. 
 
Appropriate Land Tenure System 
The Government shall develop, adopt and implement land tenure system 
that supports the financial inclusion agenda including promotion of 
communal areas to qualify as collateral security. The Government shall 
also review legislation pertaining to mortgage and collateral to make it 
easier for lending institutions to foreclose collateral of defaulters. 
Furthermore, the Government will improve and streamline the processing 
of titles to land. 
 
Application of Proportionate Regulation 
Government shall continue to promote financial inclusion through 
application of risk-based Anti-Money-Laundering legislation. In particular 
Government will apply proportionate regulation based on income levels.  
 
Hastening the implementation of the National ID system 
The Government recognizes the negative effects of lack of national IDs on 
ease of doing business across all sectors of the economy. In this regard, the 
Government will speed up the process of issuing national IDs to all eligible 
Malawians. It is envisaged that by 2019 all eligible people in the country 
will have a national ID.  

Support Credit Reference Bureaus 
To facilitate access to credit for borrowers with a good credit history, the 
Government will encourage Parastatals, state owned enterprises and 
merchants, among others, to provide customer credit data to credit 
reference bureaus in order to support building of a comprehensive credit 
picture of individuals. 

 

The Collateral Registry 
system for movable assets 

shall be fully supported

The implementation of the 
national ID system to be 

expedited

While personal credit scores 
help customers get credit, 

strict regulation and 
supervision is essential to 
ensure confidentiality and 

avoid misuse
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Pillar III 

Consumer Protection and Financial Literacy 
 

Usage of financial services requires effective consumer protection standards, practices, mechanisms, 
awareness, and knowledge of what is available that builds trust and confidence to use them 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                 

   Given the dynamism of 
the financial sector, 

customers all over the 
globe are looking for more 
information, guidance, and 

financial protection
 

Recent developments in the financial sector including the 2008 global 
financial crisis have increased uncertainty in the sector. Thus, many 
governments around the world are pushing the agenda for customer 
education and awareness to the forefront of governments’ priorities in order 
to cushion customers from adverse effects arising from such crises.   
 
Customers also need to be protected from deceptive and unfair practices in 
the financial services industry. These include, protecting consumers from 
deceptive lending practices, non-disclosure of effective interest rates and 
prices, as well as violation of contractual terms in insurance contracts, debt 
collection and credit counseling or other debt assistance practices. 
Disclosure is necessary for maintaining consumer confidence in the 
financial system by ensuring that they are given clear and accessible 
information about terms and conditions of services. Customers also need to 
know where and how to complain in the event of a problem.  
 
It is for these reasons that Malawi Government wishes to ensure that 
necessary structures are put in place to create awareness, educate, and 
protect customers from unfair practices in the financial sector.  
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Current situation, assessment, and challenges  
 

 
 
 
 
 
 
 
 
 
 
 
 

Unclear customer 
protection law and policy, 
coupled with fragmented 

efforts to protect 
consumers 

 

 
According to Malawi: Baseline Financial Literacy and Consumer Protection 
Household Survey, 2014, the financial literacy rate in Malawi is 57 percent. 
The Government has thus embarked on programmes aimed at increasing 
financial literacy of its citizenry. Among other things, the Government has 
developed a financial literacy curriculum aimed at educating secondary 
school students. The objective is to ensure that every student graduating 
from high school has acquired financial literacy and personal financial 
management skills. Through the Ministry of Education, concerted efforts 
are being made to train teachers so that they are properly equipped for the 
new curriculum.  
 
Furthermore, being clearly aware of the need to improve financial literacy 
in the country, other institutions have been offering public education on 
financial literacy mainly targeted at adult population.  

Nevertheless, despite these efforts, customer literacy initiatives thus far 
remain largely fragmented, often brand-related, and suffer from gaps, 
duplication, poor coordination and inefficient utilization of resources on a 
national level.  

  
In view of the weaknesses identified above, reforms are needed so that the 

ideal 
situation as suggested by the following outcome is achieved 

 
Targeted Outcomes 

 
Appropriate financial consumer protection legal and regulatory framework 

in place to ensure transparency and disclosure, as well as effective 
consumer complaints and redress mechanisms. 

 
Increased national financial literacy rate to 70 percent by 2021. 

 
 
 
 
 
 
Financial sector institutions 

also carry the 
responsibility of providing 

protection to their 
customers

 
 

 
Strategies to achieve the outcome 
To achieve the above outcome, the following actions will be undertaken 
 
Consumer Protection 
Consumer protection regulations on complaints and dispute redress 
mechanisms, and disclosure and transparency have been developed and 
adopted. Government will continue to develop, adopt and implement 
enabling policies, laws and regulations that are aimed at protecting 
customers from sector’s abuse and malpractices, as well as over-
indebtedness of clients arising from multiple loans from multiple sources, 
through transparent pricing; appropriate collection practices; overpricing on 
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A financial adjudicator 
plays a critical role in 

dispute resolution
 
 
 
 
 
 

Consumer education is a 
norm today in financial 

sector 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Financial education must 
become one of the essential 

subjects for our youth
 
 
 

loan and underpricing of deposits; ethical staff behavior; proper 
mechanisms for addressing client grievances and client information 
confidentiality. 
 
Supervision of Financial Institutions’ Market Conduct 
Government will continue to supervise financial institutions’ consumer 
protection and market conduct through market surveillance, mystery 
shopping and market conduct on-site examinations in order to promote 
compliance with consumer protection and market conduct regulations and 
best practices.  
 
Creation of a Financial Ombudsman or its Equivalent 
The Registrar of financial institutions currently handles financial 
consumers’ complaints that have not been adequately handled by their 
financial service providers. However, there are some challenges with the 
current arrangement including issues of conflicts of interests. The 
Government shall therefore establish a financial ombudsman or its 
equivalent to settle disputes between businesses providing financial 
services and their customers in order to strengthen consumer protection.  
 
Consumer Education 
Consumers will be educated on their rights and obligations as well as 
redress provisions, so as to ensure consumer activism in the market. 
Consumer education shall also involve debt counseling for consumers of 
financial products so as to provide advisory services where needed and 
rehabilitate people who are over-indebted. 
 
Development of Financial Literacy Programs 
The Government will undertake financial education of the masses on 
finance management (savings and loans), cash-flow management and 
management of relations with lenders. A number of interventions will be 
employed to achieve this objective. They include, but not limited to, 
capacity building activities focused at increasing knowledge of financial 
concepts, skills and attitudes amongst the poor and translating this 
knowledge into behaviors that result in good financial outcomes for 
customers and finance providers; incorporating financial literacy themes in 
electronic media programs such as TV and radio series; and strengthening 
financial industry associations’ capacity on financial literacy.  
 
Financial Education in Schools 
The Government will continue to support the ministry responsible for 
education to continue incorporating financial education in school curricula 
for different ages throughout the schooling years.  This would hopefully 
turn Malawian youth into financially responsible adults capable of making 
prudent personal financial decisions.  
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Development of a National Database on Financial Literacy 
A national baseline data on financial literacy has been developed and it 
shall be updated regularly. Also implemented was the secondary school 
baseline survey to measure financial literacy and capability among teachers 
and students. Repeat surveys shall be conducted to assess progress made 
both at school and national levels in the area of financial literacy. 
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PILLAR IV 
Creating an Enabling Policy, Legal and Regulatory Environment 

 
A conducive regulatory environment is such that applies  appropriate regulation, encourages  innovation, 

and provides for effective management of risks in the financial sector 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 One of the biggest challenges developing economies in the region face is 
how to create vibrancy in the financial sector. If regulatory regime is too 
stringent, it disincentivises innovation and risk taking. On the other hand, a 
loose regulatory regime creates an atmosphere for careless risk-taking 
behavior which can be detrimental to the growth and development of the 
sector. Therefore, finding a right balance between these two competing 
factors is very essential. 
  

  
Current situation, assessment, and challenges 

 
Regulations are necessary 

to bring discipline in the 
market place

The FSAP conducted in 2007 identified a number of legal and regulatory 
gaps in the financial sector. Since then the Government has taken action to 
address most of these shortcomings by the passing a number of financial 
sector bills into law.  These include: the Financial Services Act (2010), the 
Banking Act (2010), the Insurance Act (2010), the Microfinance Act 
(2010), the Securities Act (2010), the Credit Reference Bureau Act (2010), 

Increasing  
Participation of 

the Financial 
Sector in Critical 
Growth Sectors

Increased 
Competition in 
the Financial 

Sector

Creating an 
Enabling Policy, 

Legal and 
Regulatory 

Environment

Financial 
Literacy & 
Customer 
Protection

Financial 
Inclusion

Developing and 
Deepening 

Financial System

Malawi
Financial Sector 
Development 

Strategy
2017 -2021



Page 41 of 68 
 

the Financial Cooperative Act (2011), the Reserve Bank of Malawi 
Amendment Act (2011), the Pensions Act (2011), and the Companies Act 
(2013), and the Bankruptcy Act.   
 
Nonetheless, the current regulatory and supervisory frameworks still need 
to be strengthened and improved to effectively respond to emerging issues 
in the sector.  
 

  
In view of the weaknesses identified above, reforms are needed so that the 

ideal 
situation as suggested by the following outcome is achieved 

 
Targeted Outcomes 

 
Malawi to have a strengthened legal and regulatory framework that support 

the development, safety and soundness of the financial sector   
 

Regulations are only as 
good as how they are 

enforced

 
Strategies to achieve the outcome 

To achieve the above outcome, the following actions will be undertaken: 
 
The Government shall strengthen existing legal and regulatory frameworks 
that support the development, safety and soundness of the financial sector. 
Among others, the Government undertake the following:  

Operationalisation of a Crisis Management Plan 
Develop and operationalise a Crisis Management Plan to provide for better 
coordination between the RBM and MoFEPD in case of failure of a 
systematically important financial institution in the country. The Crisis 
Management Plan will be anchored by a robust framework for supervising 
financial institutions on a consolidated basis. 

Development of Sound Macro-Prudential Supervision  
Develop and adopt a sound macro-prudential supervisory framework that 
will provide the RBM with tools for early warning and identification of 
systemic problems in the financial sector. The macro-prudential assessment 
framework will be supported by robust stress testing tools to inform 
supervisory policy.  In addition risk based supervision approach will be 
rolled out to other non-bank financial institutions.  

Enactment of Amended Financial Resolution Laws  
Government shall enact amendments to financial services laws that provide 
for least cost resolution options of problem institutions in the financial 
sector and empower the regulatory authority to enforce supervisory actions 
with minimal legal obstructions from shareholders. 
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Enforcement of International Standards and Best Practices 
The RBM shall regulate the financial sector in line with the international 
standards and best practices to ensure quality of the services and soundness 
of the sector.  
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PILLAR V 
Increased Competition in the Financial Sector 

 
Competition works in the interest of the consumers. It results in innovation, bringing new products and 

services, meeting customer needs better and delivering them in convenient ways and at lower costs  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
        

 As at December 2015, the banking sub-sector had fourteen institutions 
comprising twelve commercial banks, one leasing company, and one 
discount house.  The insurance sub-sector in Malawi had eight general 
insurers, five life insurers, fourteen insurance brokers and one reinsurance 
company. 
 
On the other hand, the microfinance sector had nineteen micro-credit 
agencies, nine non-deposit taking, one deposit-taking and eight money 
lenders.  Lastly, there were 39 SACCOs and ten foreign exchange bureaus. 
 

  
Current situation, assessment, and challenges 

 
There is not enough 

competition in the market
Although Malawi has a fairly good number of financial institutions in each 
of the sub-sectors, it is generally accepted that there is not enough 
competition in the market that can trigger innovation, bring more products 
to the market and bring transaction costs down for consumers.  
 
For instance, behavior of the Malawi’s banking sector is often driven by its 
profitability.  Most of the banks are highly profitable. Return on equity in 
the banking sector was stated to be in excess of 28.5 percent as at 
December, 2015.  Such high level of profitability appears to have made the  
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banks complacent. With absence of profitability pressures, there are little 
incentives left for them to expand their client base, develop new products, 
or develop new markets for their financial services. They have thus become 
risk averse and most of them would rather keep their focus on running the 
same business models than try to expand by doing things differently.  
 
The trend is equally the same in the other subsectors. Most of the players in 
these subsectors are small and lack capital as well as scales of the economy 
to match their costs. Thus, most of them do not have means to successfully 
compete for available business opportunities or create new ones except in 
the insurance subsector where competition has become unhealthy due to 
rampant price undercutting among players in the subsector.    
 

  
In view of the weaknesses identified above, reforms are needed so that the 

ideal 
situation as suggested by the following outcome is achieved  

 
Targeted Outcomes 

 
A thriving financial sector that promotes competition and innovation by 

2021   

Increased competition 
through anti-collusion 

practices, product 
diversification and new 

market entrants should be 
encouraged  

 

 
Strategies to achieve the outcome 

To achieve the above outcome, the following actions will be undertaken 
 
Discouraging Uncompetitive Behaviour Among Financial Institutions 
RBM and Competition and Fair Trading Commission (CFTC) shall 
enhance their working relationship and provide checks on uncompetitive 
behavior in the financial sector. 

Product Diversification and New Financial Institutions  
Government will create conducive environment that encourages 
competition among existing institutions through product diversifications 
and innovation.   The Government shall also encourage entry of new 
institutions with different business models and higher risk appetites into the 
markets. 
 
Increased Investment 
The Government shall work with players in the subsectors, especially those 
faced with capital constraints, in trying to identify possible areas of 
cooperation including Public Private Partnerships (PPPs), among others. 
Respective subsector players shall also be encouraged to look beyond 
national borders for capital and/or partnerships in order to expand scope 
and size of their businesses. 
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PILLAR VI 
 Increasing Participation of the Financial Sector in Critical Growth Sectors 

 
To enable Malawi’s growth sectors to attract sufficient financial flows is a complex challenge. It requires 

commitment from all players in the market including the Government and financial institutions to join 
hands in supporting the critical growth sectors.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
           

 
 

Agriculture remains the 
priority growth sector for 

Malawi 
 
 

 Agriculture has traditionally been the back bone of Malawi’s economy for 
decades. Its contribution to the economy cannot be overemphasized. 
Recently, tourism, transport infrastructure, manufacturing, energy and 
mining have also been playing an increasing role in contributing to the 
growth of the economy. However, despite the contributions made by the 
agriculture and these other sectors, few financial institutions are willing to 
extend their services to these critical sectors.  
 

  
Current Situation, Assessment, and Challenges  

 
 

Growth sectors are not 
receiving sufficient 

financial support

  
The challenge of making financial markets allocate more resources to 
sectors that contribute most to GDP is huge. Most banks and other financial 
institutions are reluctant to lend to these sectors due to perceived risks 
associated with them. 

 
Another critical issue is on how to channel available domestic savings to 
these sectors through appropriate long term financial instruments. 
Currently, most of the credit to these sectors is short-term. For instance, 
credit to the agriculture sector is mainly for farm inputs and for purchasing  
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farm produce such that very little of it goes to long-term projects like 
irrigation infrastructure. 
 
Furthermore, funding needs of each of these sectors are quite different and 
therefore, require different financial products that are usually offered by 
specialized financial institutions. Currently, the country is devoid of such 
institutions. As a result, lending to these critical sectors has been stunted.  
 
In general, domestic credit to private sector as a percent of GDP in Malawi, 
as earlier observed  remains one of the lowest in the Sub-Saharan Africa. 
  

 
 
 

 
In view of the above weaknesses, reforms are needed to achieve the 

following desired outcome 
 

Targeted Outcome 
 

Domestic credit to private sector as a percentage of GDP increased from 
12.3 percent to 30 percent with significant amount of it going to the critical 

growth sectors including agriculture, tourism, transport infrastructure,  
manufacturing, energy and mining. 

 
 

 
 
 
 

Multiple initiatives, 
financial and non-financial, 

need to be taken to divert 
flows into agriculture 

sector 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Strategies to achieve the outcome 

To achieve the above outcome, the following actions will be undertaken: 
 
Increasing Support to Agriculture Sector  
The Government will continue supporting several initiatives in the 
agricultural sector that aim to strengthen business relationships between 
farmers and intermediaries along the agricultural supply chains.  Among 
others, the Government will support the insurance industry towards 
developing more farmer friendly insurance products such as weather and 
crop insurance through development of enabling infrastructure.  Greater use 
of insurance products by agriculture sector will reduce risk for direct 
lenders and should increase the flow of credit to agriculture. 
 
In addition, the Government will continue to support efforts by the 
development partners to develop early warning weather systems that will 
help monitor, warn, and measure the impact of climatic events. All this will 
go towards better management of risks and improving the comfort level of 
direct lenders. 
 
Furthermore, all banks in the country will be required to lend increase 
lending to the agriculture sector. To support this initiative, the Government 
will come up with an incentive framework targeting banks that lend to the 
agriculture sector beyond the stated threshold.  
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Malawi can benefit from 
the established of 

institutions with narrow 
focus on selected sectors 

 
 
 
 
 

PPPs can be a good 
method of attracting 

private capital to sectors 
that are typical in public 

domain 
 
 
 
 
 

Establishment of Specialized Financial Institutions 
The Government recognizes the need for specialized financial services   for 
the critical sectors and therefore will support the development of specialized 
financial institutions  in the country such as establishment of a development 
bank to cater for the needs of these sectors.  In addition, the Government 
shall also promote the development of venture capital funds and  private 
equity for start-up businesses.  
 
Creation of Public Private Partnerships 
The Government recognizes that while some sectors are primarily driven by 
the private sector funding, others primarily remain in the domain of public 
funding.  Many countries have found that increasing amounts of private 
sector investment can be attracted into typical public domain sectors 
through PPP. So the Government through Public Private Partnership 
Commission (PPPC) and with support from the private sector including the 
financial sector shall promote establishment of such PPPs in an attempt to 
bring rapid investment into these sectors and to trigger growth. 
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THE IMPLEMENTATION MATRIX 
 

Pillar I: Developing and Deeping Financial System 

Banking Sector 

Objective Strategy Responsibility Start 
Time 

Completion 
Time 

To increase private sector 
lending by banks 

Maintain annual Government 
domestic 
borrowing within statutory 
requirement 

MoFEPD (lead) 
 
RBM 

2017 2021 

Reduce policy rate to support credit
growth to private sector 

RBM (lead) 
MoFEPD 

2017 2021 

Fully operationalise and utilise 
Collateral Registry for movable 
assets 

Registrar General 
(lead) 
Financial Lending 
Institutions 
MoIT 

2017 2019 

To enhance resilience of 
the banking sector 

Develop, adopt and implement 
enhanced methods of regulating 
and supervising banks 

RBM (lead) 
MoFEPD 
MoJCA 

2017 2019 

Build capacity of  relevant 
institutions 

RBM 
MoFEPD 
MoJCA 

2017 2021 

 

Capital Market 
Objective Strategy Responsibility Start 

Time 
Completion 
Time 

To have a vibrant capital 
market with active 
trading 

Restructure Malawi Stock Exchange
(MSE) 

RBM (lead) 
MoFEPD 
MSE 

2017 2019 

Encourage new initial public 
offerings 
(IPOs) 

MSE(lead) 
RBM 

2017 2021 

Encourage listed companies to 
increase their public float 

MSE (lead) 
RBM 

2017 2021 

Promote trading of Government 
Securities on MSE 

MSE (lead) 
MoFEPD 
RBM 

2017 2021 

Increase investor awareness MSE (lead) 
RBM 
MoFEPD 

2017 2021 

Improve market infrastructure RBM (lead) 
MSE 

2017 2018 

Develop corporate debt market RBM (lead) 
MoFEPD 

2017 2021 
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 Develop new institutional vehicles
and products 

RBM (lead)
MoFEPD 

2017 2019

Develop, adopt and implement new 
approach to regulation 

RBM (lead) 
MoFEPD 
MoJCA 

2017 2019 

 
Insurance 
Objective Strategy Responsibility Start 

Time 
Completion 
Time 

To increase insurance 
penetration and coverage 

Develop and support new innovative
products 

RBM (lead) 2017 2018 

Create third party motor accident 
compensation fund to improve 
compensation and coverage of 
third party motor vehicle claims 

RBM (lead) 
MoTPW 
MoFEPD 

2017 2018 

Create Depositor and Policyholder 
Protection Scheme with an 
aim of protecting depositors 
and policyholders 

RBM (lead) 
MoFEPD 

2017 2018 

Develop mortality tables for Malawi RBM (lead) 
NSO 
MoFEPD 
MoH 

2017 2021 

Develop, adopt and implement A 
rolling five year Strategy for the 
Insurance Sector 

RBM (lead) 
MoFEPD 

2017 2018 

Develop, adopt and implement 
medical Aid Scheme (MAS) 
regulatory framework 

RBM (lead) 
MoFEPD 
MoH 
MoJCA 
MASs 

2017 2018 

Introduce actuarial science and other
related insurance courses  in 
training institutions 

MoEST (lead) 
MoFEPD 
Insurance 
Institute of 
Malawi 
Academic and 
Research 
Institutions 

2017 2021 

 
Microfinance Sector and Financial Cooperatives 
Objective Strategy Responsibility Start 

Time 
Completion 
Time 

To support the 
broadening and 
deepening of 
microfinance 
services 

Eliminate the existing distortions in 
the financial market to create a level 
playing ground for microfinance 
practitioners 

MoFEPD (lead) 
MoIT 
MAMN 

2017 2020 
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 Facilitate access to on going research 
findings and practitioner-based lessons 

MAMN and 
MUSCCO (lead), 
MoFEPD, RBM, 

and academic 
institutions 

2017 2021 

Encourage academic and research 
institutions to introduce specialized 
programmes in microfinance 

MoEST (lead) 
MoFEPD 
MAMN 
Academic and 
Research 
Institutions 

2017 2021 

Establish innovation fund / apex fund 
or channel wholesale funds to channel 
microfinance sector for onward 
lending to target clientele 

MoFEPD (lead) 

MoIT 

RBM 
Development 
Partners 
Academic and 
Research 
Institutions 

2017 2021 

 
Payment Systems and Mobile Banking 

Objective Strategy Responsibility Start 
Time 

Completion 
Time 

To increase uptake of 
digital payments 

Enhance public knowledge and 
awareness on electronic payments for 
consumers, merchants and billers, with 
emphasis on the advantages of using 
electronic payment instruments 

RBM (lead) 
Merchants 
Billers 
CAMA 

2017 2021 

Increase accessibility of digital 
payments 

RBM (lead) 
BAM 
National Switch 
MNOs 

2017 2021 

Develop, adopt and implement a 
guiding regulatory framework for 
electronic payments (law, directives 
and regulations) 

RBM (lead) 
MoFEPD 
MoJCA 

2017 2018 

 
Pension 
Objective Strategy Responsibility Start 

Time 
Completion 
Time 

To increase coverage of 
pensionable workforce 

Ensure Government pension scheme is 
complied with Pensions Act 

MoFEPD 2017 2017 
 

Spearhead voluntary pension drive 
targeting the informal sector 

RBM (lead) 
MoFEPD 

2017 2021 
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 Establish an independent pension 
regulator to improve supervision for 
the sector 

RBM (lead) 
MoFEPD 

2017 2018 

To provide appropriate 
investment avenues for 
pension funds 

Promote long term debt instruments 
such as infrastructure bonds 

MoFEPD (lead) 
RBM 

2017 2021 

 
Pillar II: Financial Inclusion 

Objective Strategy Responsibility Start 
Time 

Completion 
Time 

To increase access to 
financial services 

Develop, adopt and implement 
enabling policies and strategies 

MoFEPD (lead) 
RBM 

2017 2018 

Fully support interoperability of 
commercial banks, microfinance 
providers, MNOs and other financial 
institutions’ systems for seamless and 
straight through processing of 
payments 

RBM (lead) 
NatSwitch 
BAM 
MAMN 
MNOs 
MUSCCO 
National Switch 

2017 2018 

Fully operalisationalise and utilise 
Collateral Registry System for 
movable assets 

Administrator 
General (lead) 
Financial 
Institutions 
MAMN 
BAM 
MoIT 

2017 2018 

Develop, adopt and implement land 
tenure system that supports the 
financial inclusion agenda including 
promotion of communal areas to 
qualify as collateral 

MoLHUD (lead) 
MoFEPD 

2017 2017 

Fully implement National ID system MoHA/NRB 2017 2019 

Promote financial inclusion through 
application of risk based Anti Money 
Laundering legislation and practices 

RBM (lead) 
MoFEPD 
MoJCA 

2017 2018 

Provide customer credit data to credit 
reference bureaus in order to support 
building of a comprehensive credit 
profile of individuals. 

RBM (lead) 
OPC 
CRBs 
Merchants 
FSPs(Financial 
services 
providers) 

2017 2018 
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Pillar III: Financial Literacy and Customer Protection
Objective Strategy Responsibility Start 

Time 
Completion 
Time 

To protect consumers 
from deceptive and unfair 
practices in the financial 
services industry 

Develop, adopt and implement 
enabling policies, laws and regulations 
aimed at protecting customers from 
sector’s abuse and malpractices 

RBM (lead) 
MoFEPD 

2017 2018 

Establish a financial ombudsman or its 
equivalent to settle disputes between 
businesses providing financial 
services and their customers 

OPC (lead) 
MoFEPD 
RBM 

2017 2019 

To have a financial 
literate population 

Fully incorporate financial education 
in school curricula for different ages 
throughout the schooling years 

MoEST (lead) 
RBM 
MoFEPD 

2017 2020 

 Provide financial education to the 
masses on finance management 
(savings and loans), cash flow 
management and management of 
relations with lenders 

MoEST (lead) 
RBM MoFEPD 
Industry 
Associations and 
their Affiliates 

2017 2021 

 Educate consumers on their rights, 
obligations and redress mechanisms 

RBM (lead) 
MoFEPD 
Industry 
Associations and 
their affiliates 
MoI 

2017 2021 

 Undertake repeat financial literacy 
surveys to measure financial 
capability, inclusion and consumer 
protection 

RBM (lead) 
NSO 
Academic 
institutions 
MoFEPD 

2017 2021 

 
Pillar IV: Creating an Enabling Policy, Legal and Regulatory Environment 

Objective Strategy Responsibility Start 
Time 

Completion 
Time 

To strengthen the existing 
legal and regulatory 
framework in line with 
dynamics in the financial 
sector 

Develop, adopt and operationalise a 
Crisis Management Plan 

MOFEPD (lead) 
RBM 
MoJCA 

2017 2019 

 Develop, adopt and implement sound 
 micro- prudential supervisory 
framework 

RBM (lead) 
MOFEPD 

2017 2017 
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 Enact amendments to financial 
services laws that provide for least cost 
resolution options of problem 
institutions in the financial sector and 
empower the regulatory authority to 
enforce supervisory actions with 
minimal legal obstructions from 
shareholders 

RBM (lead) 
MoFEPD 
MoJCA 

2017 2017 

 
 
 
 

 
Pillar V: Increased Competition in the Financial Sector 
Objective Strategy Responsibility Start 

Time 
Completion 
Time 

To promote healthy 
competition in the 
financial sector 

Discourage uncompetitive behaviour 
among financial institutions 

CFTC (lead) 
MoFEPD 

2017 2021 

 Create conducive environment that 
encourages competition among 
existing institutions through product 
diversifications and innovation 

MoFEPD (lead) 
RBM Industry 
Associations and 
their Affiliates 

2017 2017 

 Encourage entry of new financial 
institutions with different business 
models 

MoFEPD (lead) 
RBM 
Industry 
Associations and 
their Affiliates 

2017 2021 

 
 Pillar VI: Increasing Participation of the Financial Sector in Critical Growth Sectors 
Objective Strategy Responsibility Start 

Time 
Completion 
Time 

To increase capital 
flows to the critical 
growth sectors 

Develop, adopt and implement 
directives requiring banks to channel 
30 percent of their total loan books to 
agriculture sector 

RBM (lead) 
MoFEPD 
MoJCA 

2017 2017 

 Establish specialized Financial 
Institutions 

MoFEPD (lead) 
RBM Industry 
Associations and 
their Affiliates 

2017 2019 

 Set up Public Private Partnerships 
(PPPs) projects in critical sectors 

MoFEPD (lead) 
PPPC 
MoAgri 
MoEM 
MoIT 

2017 2021 
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1.   MONITORING AND EVALUATION (M&E) FRAMEWORK 
 
 

Pillar I: Developing and Deeping Financial System 

Banking Sector 

 Expected Results Performance 
 

Indicators 

Target Baseline 
 

2015 

Data Source 
 

(Means of 
 

Verification) 

Assumptions 
 

(A) / Risks (R)

Outcome 1 Increased  ratio of 
private sector credit 
in the economy 

Ratio of private 
sector credit by 
banks as a 
percentage of 
GDP 

30% 12. % Annual 
Economic 
Report 

Fiscal  
discipline 

Output 1.1 Annual Government 
domestic borrowing 
kept within statutory 
requirement 

Level of annual 
Government 
domestic 
borrowing as 
percentage of 
GDP 

Within 
statutory 
limits 

10% MoFEPD 
and RBM 
report 

Fiscal 
discipline 

 
Political will to 
support the 
implementation 
of the Strategy 

Output 1.2 Policy rate reduced 
to support credit 
growth to private 
sector 

Level of policy 
rate 

Below 
20% 

27% Monetary 
Policy 
Reports from 
RBM 

Stable 
macroeconomic 
environment 
(A) 

Output 1.3 Collateral Registry 
for movable assets 
fully operationalised 
and utilised 

Level of lending 
due to Collateral 
Registry System 

50% 0% Reports from 
Registrar 
General and 
Financial 
Lending 
Institutions 

Willingness by 
banks to accept 
the concept of 
collateral 
registry 

Outcome 2 A more resilient 
banking sector in line 
with international 
standards in place 

Number of new 
different 
categories of 
regulatory 
frameworks 
established 

10 0 RBM 
Reports 

Availability of
technical 
expertise 

Output 2.1 Enhanced methods of 
regulating and 
supervising banks 
developed, adopted 
and implemented 

A consolidated 
supervision 
framework in 
place 

8 0 Reports from 
RBM 

Cooperation 
from banks 

 
MoU with 
other 
Supervisory 
Regulatory 
bodies in the 
region 
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Macro 
prudential 
supervision 
framework in 
place 

1 0 Reports from 
RBM 

Technical 
expertise 
availability 

Domestic 
systemic 
assessment 
framework in 
place 

1 0 Reports from 
RBM 

Technical 
expertise 
availability 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Output 2.2 

 Mortgage 
finance 
regulatory 
framework in 
place 

1 0 Reports from 
RBM 

Technical 
expertise 
availability 

IT examinations 
framework in 
place 

1 0 Reports from 
RBM 

Technical 
expertise 
availability 

New minimum 
capital 
requirements for 
banks adopted 

US$10 
million 

US$5 
million 

Reports from 
RBM 

Cooperation 
from banks and 
BAM 

regulatory 
framework for 
bank holding 
companies in 
place 

1 0 Reports from 
RBM 

Cooperation 
from financial 
institutions 

crisis 
management 
plan 

1 0 Reports from 
RBM 

Political will 

Islamic banking 
regulatory 
framework 

1 0 Reports from 
RBM 

Technical 
expertise 
availability 

 
Political will 

Heightened 
institutional capacity 

Number of well 
trained banking 
examiners 

20 12 RBM Staff 
Training 
Profile 

Funding 
availability 

 
Staff turnover 

Number of well 
trained Financial 
Sector Policy 
officers at 
MoFEPD 

All 5 MoFEPD 
Staff 
Training 
Profile 

Funding 
availability 

 
Staff turnover 

Number of well 
trained legal 
officers on 
financial issues 
at MoJCA 
 
 

5 2 MoFEPD 
Staff 
Training 
Profile 

Funding 
availability 

 
Staff turnover 
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Capital Market 

 Expected Results Performance 
Indicators 

Target Baseline 
2015 

Data Source 
(Means of 
Verification) 

Assumpti
ons/ Risks 

Outcome 1 A vibrant and active 
capital market with 
higher turnover, 
liquidity and 
intermediation, and 
higher domestic 
market capitalization 
exceeding 
30 percent of GDP 
by 2021 

Turnover ratio, 
market liquidity 

ratio, and 
market 

capitalisation 

Turnover 
ratio, 
liquidity 
ratio, and 
domestic 
market 
capitalisa 
tion > 
30% of 
GDP 

   

Output 1.1 Malawi Stock 
Exchange 
restructured 

Percentage of 
private 
ownership of 
MSE 

90% 0% MSE Annual 
Report 

RBM’s 
readiness 
to disinvest 
shareholdin
g in MSE 

Output 1.2 New initial public 
offerings (IPOs) 
enhanced 

Number of new 
 

IPOs 

4 0 MSE Annual 
Reports 

Active MSE to 
attract new 
listings 

 
Willingness of 
the companies 
to list 

Output 1.3 Public float of 
already listed 
companies increased 

Percentage of 
public 
shareholding of 
listed companies 

20% 10% Annual 
reports from 
MSE and 
listed 
companies 

Willingness of 
listed 
companies to 
dilute 
shareholding 

Output 1.4 Trading of 
Government 
Securities on MSE 
enhanced 

Number of 
Government 
Securities 

5 2 Annual 
Reports from 
MSE 

Availability of 
equally 
rewarding 
investment 
alternative at  
the MSE 

Output 1.5 Investor awareness 
increased 

Size of investor 
base 

80,000 40,000 Annual 
Reports from 
MSE 

Funding for 
awareness 

Output 1.6 Market infrastructure 
improved 

An upgraded 
Central 
Securities 
Depository 
(CSD) Systems 
in place 

1 0 Reports from 
MSE and 
RBM 

Funding and 
technical 
expertise 

  Surveillance 
System in place 

1 0 Reports from 
RBM 

Funding and 
technical 
expertise 
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  Electronic 
Trading (ET) 
system in place 

1 0 Reports from 
RBM 

Funding and 
technical 
expertise 

Output 1.7 Corporate debt 
market developed 

Long term Yield 
Curve 
developed 

1 0 Reports from 
RBM 

Active trading 

  Annual Issuance 
Calendars in 
place 

5 0 Reports from 
RBM, 
MoFEPD 

Fiscal discipline

  Credit rating 
obtained 

All 
issued 
bonds 
rated 

0 Reports from 
RBM 

Funding 

Output 1.8 New institutional 
vehicles and products 
developed 

Number of 
Venture Capital 
Funds 

2 0 Reports from 
RBM 

Sound 
macroeconomic 
environment 

  Number of 
Investment 
Trusts 

5 2 Reports from 
RBM 

Sound 
macroeconomic 
environment 

Output 1.9 New approach to 
regulation adopted 

Risk based 
supervision 
framework in 
place 

1 0 Reports from 
RBM 

Technical 
expertise 
and 
funding 

  Regulatory 
framework for 
commodity 
exchange 
(products and 
derivatives) in 
place 

1 0 Reports from 
RBM, 
MoFEPD, 
MoIT 

Technical 
expertise 
and 
funding 

 
 
 
 

Insurance Sector 
 Expected Result Performance 

Indicators 
Target Baseline 

2015 
Data Source 
(Means of 
Verification) 

Assumptions/ 
Risks 

Outcome Increased insurance 
penetration and 
coverage 

Ratio of 
insurance 
premium as a 
percentage of 
GDP 

5% 1.5% RBM reports  

  Percentage of 
adult population 
with access to 
insurance 
products 

>5% 2% FinScope 
Survey 
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Output 1.1 New innovative 
products developed 
and supported 

Percentage of 
Islamic 
insurance 
premiums as 
percentage of 
total premiums 

10% 0% Annual 
reports from 
RBM and 
Insurers 

Regulatory 
framework 
being in place 

  Number of 
micro insurance 
products 

10 4 Annual 
reports from 
RBM and 
Insurers 
including 
MNOs 

Regulatory 
framework 
being in place 

Output 1.2 Third party motor 
accident 
compensation fund to 
improve 
compensation and 
coverage of third 
party motor vehicle 
claims established 

Third party 
motor accident 
compensation 
fund in place 

1 0 Annual 
reports from 
RBM, 
MoTPW and 
MoFEPD 

Legislation in 
place 

 
Political will 

 Depositor and 
Policyholder 
Protection Scheme 
with an aim of 
protecting depositors 
and policyholders 
created 

Depositor and 
Policyholder 
Protection 
Scheme 
established 

1 0 Annual 
reports from 
RBM and 
MoFEPD 

Legislation in 
place 

 

 
 
Political will 

 Mortality tables for 
Malawi developed 

Mortality tables 
in place 

1 0 Annual 
reports from 
RBM and 
NSO 

Funding 
availability 

 
Mortality and 
mobility data 
availability 

 A rolling five-year 
strategy for the 
insurance sector 
developed and 
adopted 

Strategy 
document for 
the insurance 
sector in place 

1 0 Annual 
reports from 
MoFEPD 
and RBM 

Funding 
availability 

 Medical Aid Scheme 
regulatory 
framework 
developed and 
adopted 

Medical Aid 
Scheme 
regulatory 
framework in 
place 

1 0 Annual 
reports from 
RBM, 
MoFEPD 
and MoH 

Legislation 
being 
in place 
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 Actuarial science and 
other related 
insurance courses 
introduced in training 
institutions 

Number of 
training 
institutions 
having 
introduced 
actuarial science 
and other related 
insurance 

 

4 2 Annual 
reports from 
training 
institutions 
and MoEST 

Funding 
availability 

 
Technical 
expertise 

Microfinance and Financial Cooperatives Sector 
 Expected Result Performance 

Indicators 
Target Baseline 

2015 
Data Source 
(Means of 
Verification) 

Assumptions/ 
Risks 

Outcome Broadened and 
deepened 
microfinance sector 
that meets the 
varying needs of 
low income 
Malawians 

     

Output 1.1 Distortions in the 
financial market 
eliminated and level 
playing ground for 
microfinance created 

Number of 
Government 
owned 
microfinance 
institutions 

0 2 Reports from 
MAMN, 
RBM and 
MOFEPD 

Political will 

Output 1.2 Studies and 
dissemination of 
relevant research 
findings and 
practitioner based 
lessons facilitated 

Number of 
relevant 
research papers 
disseminated 

All 0 Reports from 
MAMN, 
MUSCCO, 
MoFEPD, 
RBM, and 
academic 
institutions 

Resource 
availability 

Output 1.3 Innovation fund / 
apex fund or 
wholesale funds 
established to 
channel microfinance 
sector for onward 
lending to target 
clientele 

Number of 
innovation 
Fund/Apex fund 
established 
 
 
 
 
 
 

1 0 Reports from 
MoFEPD, 
MAMN 

Resource 
availability 

 
Political will 

 
Sustainability 
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  Number of 
development 
focused 
microfinance 
service 
providers 
accessing 
funding from 
apex fund 

All 0 Reports from 
MoFEPD, 
MAMN 

Resource 
availability 
(A)  
Political will 
(A) 

Output 1.4 Academic and 
research institutions 
offering specialized 
programmes in 
microfinance 
encouraged 

Number of 
academic and 
research 
institutions 
offering 
microfinance 
programmes 

5 2 Reports from 
MAMN 

Buy in from 
academic 
institutions 
(A) 

 
Availability 
of personnel 
with relevant 
expertise 

  Microfinance 
training 
institution in 
place 

1 0 Microfinance 
training 
institution 

Resource 
availability (A)

 
 
 

 

Payment Systems and Mobile Banking 
 Expected Result Performance 

Indicators 
Target Baseline 

2015 
Data Source 
(Means of 
Verification) 

Assumptions/ 
Risks 

Outcome 1 Increased adoption of 
digital payments  in 
the country 

Volume of 
digital payments 

20% 0.3 Annual 
reports from 
RBM, 
MoFEPD, 
BTCA 
diagnosis 

Funding 
availability 

 
Public 
willingness to 
embrace 
digital 
payments 

  Value of digital 
payments 

65% 25% Annual 
reports from 
RBM, 
MoFEPD, 
BTCA 
diagnosis 

Fun
ding 
availability 

 
Public 
willingness to 
embrace 
digital 
payments 
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Output 1.1 Public knowledge 
and awareness on 

Number of 
subscribers of 

20% 5% Annual 
reports from 

Funding 
availability 

 electronic payments 
by consumers, 
merchants and billers 
enhanced 

digital payments 
services 

  RBM, 
MoFEPD 

 
Public 
willingness to 
embrace 
digital 
payments 

Output 1.2 Guiding regulatory 
framework for 
electronic payments 
(law, directives and 
regulations) 
developed and 
adopted 

Payment System 
Act assented to 

1 0 Annual 
reports from 
RBM 

Political will 

  Number of 
directives and 
regulations 
issued 

8 0 Annual 
reports from 
RBM and 
MoFEPD 

Technical 
expertise 

 
 
 
 

Pensions Sector 
 Expected Result Performance 

Indicators 
Target Baseline 

2015 
Data Source 
(Means of 
Verification) 

Assumptions/ 
Risks 

Outcome 1 Coverage of 
pensionable 
workforce increased 

Coverage of 
contributory 
pension as a 
percent of 
workforce 

15% 8% Annual 
reports from 
RBM, 
MoFEPD 

 

Output 1.1 Government pension 
scheme compliance 
with the Pensions 
Act 

Percentage of 
civil servants on 
defined 
contribution 
scheme 

100% 0 Annual 
reports from 
MoFEPD 

Resource 
availability 

 
Political will 

Output 1.2 Voluntary pension 
drive targeting the 
informal sector 
spearheaded 

Percentage of 
informal sector 
workforce   n 
voluntary 
pension scheme 

5% 0% Annual 
reports from 
RBM 

Financial 
literacy 

 
People’s 
willingness to 
do voluntary 
pension 
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Output 1.3 An independent 
pension regulator for 
improved 
supervision of the 
pension sector 
established 

An independent 
Pension 
Regulator in 
place 

1 0 Annual 
reports from 
RBM, 
MoFEPD 

Resource 
availability 

 
Political will 

Outcome 2 Viable long term 
investment avenues 
for growing pension 
funds established 

     

Output 2.1 Long term debt 
Instruments 
including 
infrastructure bonds 
issued on the market 

Number of Long 
term instruments 
including 
infrastructure 
bonds issued 

5 0 Annual 
reports from 
MoFEPD, 
RBM 

Political will 
Uptake by Fund
Managers 

 
 
 

Pillar II: Financial Inclusion 

 Expected Result Performance 
Indicators 

Target Baseline 
2015 

Data Source 
(Means of 
Verification) 

Assumptions/ 
Risks 

Outcome 1 Increased access to 
formal financial 
services 

Percent of the 
adult population 
accessing formal 
financial 
services 

>55% 34% FinScope 
surveys 

 

Output 1.1 Enabling policies and 
strategies developed, 
adopted implemented 

Financial 
Inclusion Policy 
formulated 

1 0 Annual 
reports from 
MoFEPD 
and RBM 

Funding 
availability 

  Financial 
Inclusion 
Strategy 
formulated 

1 0 Annual 
reports from 
MoFEPD 

Political will 
Funding 
availability 

Output 1.2 Enhanced 
interoperability of 
commercial banks, 
MFIs, MNOs and 
other institutions for 
seamless and 
straight through 
processing of 
payments 

Number of 
institutions 
connected to the 
National Switch 

All 14 Annual 
reports from 
RBM and 
NatSwitch 

Availability of 
enabling 
infrastructure 
in the 
respective 
institutions 
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Output 1.3 Collateral Registry 
for movable assets 
fully operationalised 
and utilised 

Percentage of 
low income 
adult population 
accessing credit 
through 
Collateral 
Registry System 

50% 0% Reports from 
Registrar 
General and 
Financial 
Lending 
Institutions 

Financial 
literacy 

 
Willingness 
by financial 
institution to 
accept the 
concept of 
collateral 
registry 

Output 1.4 Land tenure system 
that supports the 
financial inclusion 
agenda including 
promotion of 
communal areas to 
qualify as collateral 
developed, adopted 
and implemented 

Land Bills 
passed and 
enacted 

4 0 Reports from 
MoJCA and 
MoLHUD 

Political will 
 
Public Support 

Output 1.5 National ID system 
fully implemented 

Number of 
eligible 
Malawians with 
national IDs 

All 5,000 Annual 
reports from 
National 
Registration 
Bureau 

Funding 
availability 

Output 1.6 Financial inclusion 
through application 
of risk-based Anti 
Money Laundering 
legislation and 
practices promoted 

Anti Money 
Laundering and 
Terrorist 
Financing Law 
review 

 0 Annual 
reports from 
RBM, FIU 

Political will 

Output 1.7 Customer credit data 
to credit reference 
bureaus in order to 
support building of a 
comprehensive credit 
profile of individuals 
provided. 

Credit profile of 
individuals in 
place 

70% 0 Reports from 
CRBs 

Full cooperation
from all key 
stakeholder 
(including 
utility 
companies, 
merchants, 
financial 
institutions 
etc) 
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Pillar III: Financial Literacy and Customer Protection 

 Expected Result Performance 
Indicators 

Target Baseline 
2015 

Data Source 
(Means of 
Verification) 

Assumptions/ 
Risks 

Outcome 1 Adequate consumer 
protection and 
effective complaint 
redress mechanism 

     

Output 1.1 Enabling policies, 
laws and regulations 
aimed at protecting 
customers from 
sector’s abuse and 
malpractices 
developed, adopted 
and implemented 

Consumer 
Protection 
policy in place 

1 0 Annual 
reports from 
MoFEPD 

Funding 
availability 

  Consumer 
protection and 
Complaints 
Handling 
directives 

6 0 Annual 
reports from 
RBM 

Smooth 
bureaucratic 
process 

Output 1.2 A financial 
ombudsman or its 
equivalent to settle 
disputes between 
financial service 
providers and 
customers 
established 

A financial 
ombudsman or 
its equivalent in 
place 

1 0 Annual 
reports from 
MoFEPD 
and RBM 

Funding 
availability 

Outcome 2 Increased financial 
literacy among the 
population 

National 
financial literacy 
rate 

70% 57% RBM 
reports, 
FinScope 
survey, 
financial 
literacy 
survey 

 

Output 2.1 Financial education 
fully incorporated in 
school curricula at 
different levels 
throughout the 
schooling years 

Financial 
education 
incorporated in 
primary and 
secondary 
schools 

2  Annual 
reports from 
MoEST 

Funding 
availability 
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Output 2.2 Financial education 
to the masses 
provided (about 
savings, loans, 
insurance, etc, cash 
flow management 
and management of 
relations with 
lenders) 

Percentage 
trained in 
financial 
education 

70% 57% RBM reports Funding 
availability 

Output 2.3 Consumer education 
on their rights, 
obligations and 
redress mechanisms 
provided 

Number of 
financial 
institutions 
undertaking 
consumer
education 
programs 

All 0 Reports from 
RBM and 
financial 
institutions 

Enforcement 

Output 2.4 Repeat financial 
literacy surveys to 
measure financial 
capability, inclusion 
and consumer 
protection 

  undertaken 

Number of 
repeat national 
financial literacy 
surveys 

2 1 Survey 
reports from 
RBM 

Funding 
availability 

  Number of 
repeat secondary 
school surveys 
to measure 
financial literacy 
and capability 
among teachers 
and students 
 

2 1 Survey 
reports from 
RBM 

Funding 
Availability 
 
 
 
 
 
 
 

 
 
 

 

Pillar IV: Creating an Enabling Policy, Legal and Regulatory Environment 

 Expected Result Performance 
Indicators 

Target Baseline 
2015 

Data Source 
(Means of 
Verification) 

Assumptions/ 
Risks 

Outcome 1 Strengthened legal 
and regulatory 
framework that 
support the 
development, safety 
and soundness of the 
financial sector 

     

Output 1.1 Crisis Management 
Plan developed, 
adopted and 
operationalised 

Crisis 
Management 
Plan in place 

1 0 Reports from 
RBM and 
MoFEPD 

Political will 
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Output 1.2 Sound macro- 
prudential 
supervisory 
framework 
developed, adopted 
and implemented 

Macro- 
Prudential 
Supervisory 
Framework in 
place 

1 0 Annual 
reports from 
RBM 

Technical 
expertise 

  Domestic 
Systemic 
Important 
Financial 
Institutions 
(DSIFI) 
Framework in 
place 

1 0 Annual 
reports from 
RBM 

Technical 
expertise 

Output 1.3 Amendments to 
financial services laws 
that provide for least 
cost resolution options 
of problem 
institutions and 
empower the 
regulatory authority to 
enforce supervisory 
actions with minimal 
legal obstructions 
from shareholders 
enacted 

Amendment to 
the FSA enacted 

1 0 Annual 
reports from 
RBM 

Technical 
expertise 

 
 
 

Pillar V: Increased Competition in the Financial Sector 

 Expected Result Performance 
Indicators 

Target Baseline 
2015 

Data Source 
(Means of 
Verification) 

Assumptions/ 
Risks 

Outcome 1 A competitive 
financial sector that 
promotes innovation 

     

Output 1.1 Uncompetitive 
behaviour among 
financial institutions 
discouraged 

Number of cases 
resolved by 
Competition and 
Fair Trading 
Commission 
(CFTC) 

All 9 Reports 
from CFTC 

Complaints 
lodged by 
traders and  
consumers 

Output 1.2 Conducive 
environment that 
encourages 
competition among 
existing institutions 
through product 
diversifications and 
innovation created 

An enabling 
policy that 
encourages 
competition 
among existing 
financial 
institutions in 
place 

  1   0 Annual 
reports from 
the 
MoIT/CFCT, 
MoFEPD 

Technical 
expertise 
availability 
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Output 1.3 Entry of new 
financial institutions 
with different 
business models 
encouraged 

An enabling 
policy that 
encourages 
entry of new 
financial 
institutions in 
place 
 

1 0 Annual 
reports from 
the 
MoIT/CFCT, 
MoFEPD 

Technical 
expertise 
availability 

 
 
Pillar VI: Increasing Participation of the Financial Sector in Critical Growth Sectors 

 Expected Result Performance 
Indicators 

Target Baseline 
2015 

Data Source 
(Means of 
Verification) 

Assumpti
ons/ Risks 

Outcome Increased capital 
flow to the critical 
growth sectors 

Domestic credit 
to private sector 
as a percentage 
of GDP 

30% 12.3% Annual 
reports from 
RBM and 
MoFEPD 

Funding 
availability 
Political will 

Output 1.1 A policy direction 
requiring banks to 
channel 30 percent of 
their total loan books 
to agriculture sector 
developed, adopted 
and implemented 

Directive on 
lending to the 
agriculture 
sector in place 

1 0 Annual 
reports from 
RBM and 
MoFEPD 

Political will 

 Specialized Financial 
Institutions 
established 

Agriculture 
Cooperative 
Bank in place 

1 0 Annual 
reports from 
MoFEPD 
and RBM 

Funding 
availability 

 
Political will 

  Development 
Bank in place 

1 0 Annual 
reports from 
MoFEPD 
and RBM 

Funding 
availability 
Political will 

 Public Private 
Partnerships (PPPs) 
projects in critical 
sectors set up 

Number of PPPs 
set up in critical 
growth sectors 

10 (these 
are at 
various 
stages in 
the PPP 
Life 
Cycle) 

5 Annual 
reports from 
PPPC and 
critical sector 
ministries 

Funding 
availability 
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