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ABSTRACT 

 

The study was set to investigate determinants of defaults on insured mortgage loans at 

CRDB Bank Plc using Azikiwe Branch as a case study. Cross-sectional research 

design was employed in this study. The study used secondary data obtained at CRDB 

Bank Plc. – Azikiwe Branch located at Dar es Salaam – Ilala Municipality. Data was 

analysed statistically. Descriptive statistical analysis employed to obtain relationship 

between variables by using mean and percentages. Inferential statistical analysis by 

using Karl Pearson correlation test and linear regression analysis to obtain 

relationship between insured mortgage loan which is exogenous variable and 

endogenous variables includes interest rate, loan period and monthly income.   

 

The study reveals that there is insignificant relationship between interest rate and 

Defaults on Insured Mortgage Loan. It has been found that average time to pay out 

the loan is 13.27 years whereas from the multivariate regression model, the loan 

period influenced payment of the Insured Mortgage Loan in a negative direction. 

Also, it was found that monthly income has a negative influence to the balance of the 

Insured Mortgage Loan. 

 

The study recommends that mortgage lenders should observe appropriate interest 

rate, loan period and monthly income for insured mortgage loan during underwriting 

processes. This should be in line with building long term customer relationship which 

may reveal the inner character of borrowers in the community. Lenders should invest 

resources, particularly time and manpower in thorough assessment of mortgage loan 

applications covering risk of the borrowers, employers, property sector performance 

and overall performance of the economy.  
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CHAPTER ONE 

 

INTRODUCTION 

1.0 Background of the Study 

After decades of unsatisfactory performance, economic growth of African countries 

start to accelerate around the turn of the century. African averaged Gross Domestic 

Product grew by more than 5% per annum between 2000 and 2014, primarily driven 

by fast-growing Sub-Saharan economies (Knight Frank LLP, 2017). However, 

economic growth has since moderated, due primarily to the exposure of African 

countries to external factors including falling commodity prices and slower growth in 

China. The International Monetary Fund (IMF) estimates that African Gross 

Domestic Product growth decelerated to 3.4% in 2015, dropping further to 2.1% in 

2016. Growth for the Sub-Saharan region was estimated at 1.5% in 2016 (Night 

Frank LLP, 2017). 

 

Tanzania is among of the fastest growing economy within African countries and has 

abundant natural resources. It is estimated that more than 31.6% of the 50 million 

country’s population live in urban areas, with a population growth rate of almost 3% 

and urbanization rate of 5.36% per annum. As the mortgage market does not yet meet 

the breadth of the majority population who might afford a mortgage, most families 

still finance their housing independently, with savings or non-mortgage credit. 

(CAHF, 2017). 

 

1.1 Global History of Insured Mortgage Loan  

The word mortgage is originated from a "Law French" term used by English lawyers 

in the middle ages meaning "death pledge" and refers to the pledge ending (dying) 

when either the obligation is fulfilled or the property is taken through foreclosure. A 

mortgage can also be defined as a borrower giving consideration in the form of a 

collateral for a benefit (loan).  Mortgage borrowers can be individuals mortgaging 

their home or they can be businesses mortgaging commercial property (for example, 

their own business premises, residential property let to tenants or an investment 

portfolio).  
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The lender will typically be a financial institution, such as a bank, credit union or 

building society, depending on the country concerned, and the loan arrangements can 

be made either directly or indirectly through intermediaries. Features of mortgage 

loans such as the size of the loan, maturity of the loan, interest rate, method of paying 

off the loan, and other characteristics can vary considerably.  

 

The rights of the lender over the secured property are senior over the other creditors 

of the mortgage borrower. This mean that if the borrower becomes bankrupt or 

insolvent, the other creditors will only be repaid the debts owed to them from a sale 

of the secured property if the mortgage lender is repaid in full first. While in the 

developed economies mortgages are widely available and routinely used for 

consumer financing of housing, many low and lower-middle-income countries only 

register a few thousand loans or a few hundred in some cases. 

 

As an example, total mortgage debt outstanding in the Netherlands is equivalent to 

83% of GDP, whereas it amounts to less than 1 percent of GDP across many low- and 

lower-middle-income countries in Asia and Africa (World Bank, 2014). A study 

published by the UN Economic Commission for Europe compared German, USA, 

and Danish mortgage systems. German have reported nominal interest rates of 

approximately 6 per cent per annum in the last 40 years (as of 2004). In addition, they 

charge administration and service fees (about 1.5 per cent of the loan amount). 

However, in the United States, the average interest rates for fixed-rate mortgages in 

the housing market started in the tens and twenties in the 1980s and have (as of 2004) 

reached about 6 per cent per annum. However, gross borrowing costs are substantially 

higher than the nominal interest rate and amounted for the last 30 years to 10.46 per 

cent. In Denmark, similar to the United States mortgage market, interest rates have 

fallen to 6 per cent per annum. A risk and administration fee amounts to 0.5 per cent 

of the outstanding debt. In addition, an acquisition fee is charged which amounts to 

one per cent of the principal (UNICEF, 2014)  

 



3 

  

1.2 Insured Mortgage Market in Tanzania  

Historically the Government of Tanzania dominated housing loan market before 

collapse of the Tanzania Housing Bank (THB) August 1995 (Kironde et al., 2003). 

The liberalization of the financial sector back 1991 opened doors for private investors 

interested with investment in financial services. This stimulated development of local 

and International banks and creativity in product development. The economy is a 

home of more than 50 Financial Institutions (Bank of Tanzania, 2018). However 

development of mortgage market has not come immediately post financial sector 

reforms 1991, mortgage loans started to get popularity in the year 2010 after number 

of initiatives sponsored by the Government of Tanzania and other sponsors including 

UN Habitat Hosing Programs. The Government of Tanzania initiated different 

reforms to promote mortgage and housing finance to catalyze better housing objective 

for majority Tanzanians. The sector reform includes legal frame work and 

introduction of mortgage liquidity facility. 

 

1.3 Statement of Problem 

An overview by the Bank of Tanzania demonstrate that Non Performing Loans 

(NPLs) stood at 12.5%. This level is breaching Regulatory requirements of 10%. 

Banking sector has recently affected by economic dynamics experienced from mid-

year 2016 following Government decision to amend selected Monetary and Fiscal 

Policies aimed at addressing corruption and enhance accountability (BoT, 2017) 

 

The ongoing movement of Central Government operations from Dar es Salaam to 

Capital City of Dodoma has also affected performance of mortgage loans portfolio in 

Tanzania.  

 

Factors accelerated to Default includes Borrower’s character, Structure of the facility 

(loan period, interest and disbursement procedure) and financially inability to repay 

the loan. The government has however expressed its commitment to reduce interest 

rates as a means to help many Tanzanians to acquire loans. (BoT, 2017).  Previous 

studies however did not think about the determinants of the defaults on guaranteed 

contract credits which have been seen to cause the moderate take-up of home loan 



4 

  

advances and defaults of the same. The study won't just assist the home loan suppliers 

with related data on the best way to decrease the default rates in a profoundly erratic 

macroeconomic condition however tested on the requirement for elective home loan 

financing sources specifically the optional home loan advertise.    

                         

1.4 Research Objectives 

1.4.1 General Research Objective 

The study aimed to investigate determinants of defaults on insured mortgage loans at 

CRDB Bank Plc. using Azikiwe Branch as a case study. 

 

1.4.2 Specific Research Objectives  

The specific objectives of the study were; 

i. To determine effect of the interest rate on defaults on the insured mortgage loan. 

ii. To identify effect of the loan period on defaults on the insured mortgage loan. 

iii. To determine effect of the income on defaults on the insured mortgage loan. 

 

1.5 Research Questions 

This study aims to answer the following questions 

 

i. What is the effect of interest rate as a determinant of defaults on insured 

mortgage loan?  

ii. What is the effect of loan period as a determinant of defaults on insured mortgage 

loan? 

iii. What is the effect of income as a determinant of defaults on insured mortgage 

loan? 

 

1.6 Scope of the Study 

This was set to investigate determinant of defaults on insured mortgage loan in 

Tanzania banking sector. The study was conducted at CRDB Bank Azikiwe Branch.  

The loan applications of CRDB Bank Plc. Azikiwe Branch customers with mortgage 

loans for construction of house or purchase of complete houses were reviewed. The 

researcher preferred CRDB Bank due to the size of the loan portfolio of TZS 38.43 
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billion, size of NPL (Non-Performing Loans) of 12.4% (CRDB, 2017) and 11.4% 

market share of the Tanzania mortgage market. 

 

1.7 Limitation of the Study 

The study used secondary data from the CRDB Bank Plc Azikiwe Branch. While this 

is a reliable source of data, it is quantitative in nature and therefore it was not possible 

to fully interrogate the various determinants of default of insured mortgage loans as 

may have been the case if interviews were conducted. In order to improve this, it will 

be important to used mixed methods in data collection in the future studies. 

 

In this study the researcher faced some challenges while conducting the research 

work. Time was a key constraint to the study because the researcher is an employee 

of the CRDB Bank Plc hence time for doing research was limited. In banking 

environment confidentiality of customer’s information is among top priorities and 

breaching the same pose reputational risk and penalties from regulator – Bank of 

Tanzania. Access to the customer information was required to get approval from the 

senior management. The researcher was self-sponsored rather than being sponsored. 

In view of the above constraint, the researcher decided to use secondary data as 

opposed to primary data.  

 

1.8 Organization of the Dissertation 

This dissertation is organized into Five Chapters. Chapter One presents the 

Introduction. In this chapter, the background of the study, statement of the problem, 

research objectives, scope of the study and limitations in conducting the study are 

presented. Chapter Two is on Literature review whereby relevant information related 

to the present study were reviewed and logically organized and presented. Chapter 

Three is on research methodology, Chapter Four presents research findings and 

discussion while Chapter Five presents the summary, conclusions and 

recommendations. 
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CHAPTER TWO 

 

LITERATURE REVIEW 

 

2.0 Introduction  

This section reviews the relevant literature. It reviews both the theoretical and the 

empirical literature. The section also discusses theories associated with determinants 

of defaults on insured mortgage loans, independent variables and the conceptual 

framework. 

 

2.1 Conceptual Definition 

2.1.1 Primary Mortgage Markets  

Primary mortgage markets is happening when the borrower and mortgage lender 

initiate the mortgage transaction, negotiate and agree with the mortgage transaction. 

The lender lend the money to the individual (borrower) intending to acquire or 

develop new house.  In the developed mortgage markets like United Kingdom, United 

State and South Africa most of the mortgage loans that are originated in the primary 

mortgage market are sold to the secondary mortgage market.   

 

2.1.2 Secondary Mortgage Markets 

Secondary Mortgage Market is a place whereby home loan and servicing rights are 

bought and sold between lenders and investors. The stakeholders in secondary 

mortgage markets are borrowers, lenders, aggregators and investors. This concept is 

mostly happen when the mortgage lenders are avoiding development risk by funding 

development of new houses or project. The primary lender accept development risk 

and fund the development of house then after completion of the project the risk is 

transferred to the secondary market. Borrowers also use secondary market to dictate 

competitive price. Secondary mortgage market in Tanzania is in a startup stage. 

 

2.1.3 Meaning of Insured Mortgage Loan   

Mortgage is defined as a debt that is secured by collateral of specified property and 

the borrower is obligated to settle the loan within predetermined set of payments. The 
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insured mortgage loans is used by businesses and individual to purchase real estate 

without paying the entire value of the purchase up front (Lautensack, 2007). 

A mortgage loan is an amount of money that an individual borrows from a bank or 

financial institutions for the purpose of developing a house, purchase the complete 

house mostly for residence purpose and equity release for the ready developed 

property by the borrower. As the mortgage loan is used to finance long term assets 

usually loan period for mortgage loan is longer than normal term loans.   

 

2.1.4 Specialized Housing Finance Institutions  

According to Kironde et al (2003) the evolvement of a specialized housing finance 

institution or primary mortgage institution is a next step towards evolving a housing 

finance in Tanzania. As the most of lenders considering lending for housing is risk, 

the private investors may be reluctant to venture into this lending business unless the 

Government of Tanzania  support the concept. 

 

The support suggested by Kironde and others studies includes enabling the private 

mortgage investors to access long-term funds from the Government owned 

institutions mostly pension funds (NSSF and PSPF) and insurance companies (NIC). 

Although pension funds have been already started to finance development of 

commercial properties there is need to look for home loan schemes. 
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2.1.5 Housing Finance Value Chain 

Figure 2. 1: Housing Finance Value Chain 

 

Source: (CAHF, 2017) 

 

2.1.6 Insured Mortgage Loan 

The insured mortgage loan happening when the paymnet of mortgae loan is insured 

by private insurence or Government Guarantees. The insurance cover default status 

due to change of market condition, risk profile of the borrower and a condition where 

the borrower is not be able to particite in economic activites. Such condition includes 

death of the borrower and impairment of mental or phydical condition of the 

borrower. 

 

In market like Tanzania credit default  arise from change of market conditions and 

risk profile of the borrowers covered by Portfoloio Credit Insurance covering the pre 

determined size of the entire portfolio of the Bank while in circumstance of death or 

impairment of mental or phydical condition of the borrower covered by Credit Life 

Insurance. In a developed markets the insured mortgage market covered by private 

insurance covers (Conventional Mortgage Loans)  and Goverenment Guarantees. As 

an example of USA there are three Government Guarantees covering mortgage loans 

as expalained below; 
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a) The Federal Housing Administration (FHA) Scheme 

  The Federal Housing Administration housing insurance scheme is under 

management of the Department of Housing and Urban Development (HUD), 

HUD operate under the Federal Government. The scheme is available to 

Americans borrowing in the United State of America. Under this arrangement, 

the Federal Government guarantee lenders against losses that might result 

from borrower default.  

 

b) The U.S. Department of Veterans Affairs (VA) Scheme 

This is a scheme available for USA military service members and their 

families.  The programme is also guaranteed by the federal government of the 

United State of America. The Federal Government is taking responsibility of 

reimbursing the lender for any losses that may result from borrower default.  

 

c) The United States Department of Agriculture (USDA) Scheme 

This is a home financing program developed to support rural residents with 

lower income bases and are unable to obtain better housing through 

conventional financing. This program is under the management of Rural 

Housing Service (RHS) which is part of the USA Department of Agriculture. 

  

2.2 Theoretical Review  

2.2.1 Title Theory   

 The title theory expresses that a home loan is an exchange of legitimate title to secure 

an obligation, while the mortgagor still holds impartial title. In this theory, the bank is 

dealt with as having exchanged title to the home loan, subject to the mortgagee's 

obligation to recuperation if instalment is made. The title is said to stay in the 

mortgagee until the point that the home loan has been fulfilled and dispossessed. 

Even though the mortgagee has the privilege of ownership to the property, there is for 

the most part an express understanding giving the privilege of ownership to the 

mortgagor. The mortgagee is said to hold the title for security purposes as it were. 

The mortgagor is given the privilege of ownership (Buckely and Kalarickal, 2004). 
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2.2.2. Lien Theory 

The lien theory expresses that a home loan or a deed of trust will make a home loan 

lien upon the title to the genuine property being sold, while the mortgagor still holds 

both the legitimate and fair title (Buckely and Kalarickal, 2004). 

 

2.2.3 Arbitrage Theory 

The theory requires that the marginal investor in a particular asset market be a 

specialized arbitrageur (Gabaix, 2005). At that point the requirements looked by this 

arbitrageur, for example, capital limitations encourage through into resource costs. It 

analyses the home loan supported securities (MBS) showcase in light, as easy-going 

induction recommend that financial specialists in the MBS advertise do appear to be 

extremely specific. It demonstrates that dangers that appear to be moderately minor 

on the total riches are valued in the MBS showcase. A straightforward evaluating 

portion in view of the total estimation of MBS securities costs chance in the MBS 

showcase. A valuing kerned in view of total utilization or total riches suggests the 

wrong sign at the cost MBS chance. Consequently it guarantees that the confirmation 

is steady with the breaking points of arbitrage speculations that require that the 

minimal financial specialist is a specific home loan arbitrageur. 

 

2.2.4 The Intermediate Theory 

This is a combination of lien and title theories. The theory applies the lien theory until 

there is default on mortgage whereby the title theory applies (Medley, 2011). The title 

is held by the lender until the mortgage loan is settled. For title under intermediate 

theory, the mortgage lenders possess the ownership over the property on behalf of the 

borrower implying transfer of property to the third party in trust. If the borrower 

defaults, then the lender has the right to repossess the mortgaged property. For lien 

under intermediate theory there is creation of protection by the lender since the 

borrower has no right to sell the property until the borrower has fully paid up the 

mortgage loan (Medley, 2011). Mortgage instrument is used to place lien on the 

mortgage property. Mortgage property is pledged to the mortgage institution thus the 

buyer is circumvented from the sale of the property until the mortgage loan is fully 

paid off.  
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Although there is existing debt, the borrower has the right to ownership of the 

property while the mortgage institution has the right of security to the property. 

 

2.2.5   Theory of Interest Rate  

The theory of interest rate for housing finance hold that the economic agents (such as 

pension funds and corporate) own financial resources which can be maintained in the 

form of either interest earning financial assets (T-Bills or Properties), or in cash 

which does not earns interest, or a combination of the two (Pilbeam, 2005; Buckle & 

Thompson, 2005 and Wickens, 2008). 

 

According to Akinwunmi (2009), the quantity of housing finance available is the 

stock of interest earning financial assets is determined by the amount of savings, 

switches from money holding into saving products and an increase in loans made by 

the financial institutions (Benston and Smith, 1976).  

 

Interest rate is the price a Borrower pays for the use of money they borrow from a 

lender/financial institutions or fee paid on borrowed assets (Crowley, 2007). The 

interest rates are fundamental in capitalist society and usually expressed in term of 

percentage and reflect the market. Interest rate as a price of money reflects market 

information regarding expected change in the purchasing power of money or future 

inflation (Ngugi, 2001). 

 

Mortgage loan available in a Fixed Rate Mortgage (FRM) or Adjustable Rate 

Mortgage (AMR). The rates (FRM or AMR) are agreed by the lender and the bower 

during application of the mortgage loan and is described in the Mortgage Loan 

Agreement. 

 

Fixed Mortgage Rate is one that interest rate on mortgage loan is fixed throughout the 

loan period.  Adjustable Rate Mortgage (AMR) is a mortgage loan with interest rate 

adjusted based on an index (parameter) which reflect cost of funds to the lender. This 

mean that the agreed payments (monthly payments) change frequently over the life of 

the loan. 
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AMR reflect changes in the credit markets. The interest rates of the loan may be 

offered at the lender standard variables/base rate or external applicable indexes such 

as LIBOR rates or Government assets prices such as Treasury Bills (T-Bills). 

According to Kau et al (1993), Adjustable Rate Mortgages (ARM) is a type of 

mortgage in which the interest charged on the borrowed amount varies based on an 

underlying index rate.  

 

2.2.6 Ruthless Default Model    

The hypothesis expect that the borrower will default promptly when the estimation of 

property drops to the level of home loan esteem (merciless default) as opposed to 

holding up until the point that it drops further. A default choice is dictated by whether 

the estimation of the present home loan is not exactly or more prominent than the 

present estimation of the property. This requires the borrower at every choice point to 

look at the present estimation of the home loan and the property. As the estimation of 

the property is noticeable, the borrower's just errand is to credit the estimation of the 

home loan.  

This is finished by looking forward to the following time frame and every single 

succeeding period at the variety of conceivable results, contingent upon the future 

way of financing costs and property estimations measuring those as per their 

probability of event and reducing them to the present hazard free rate (Vandell, 

1995).  

 

The "heartless" default demonstrate, expect that borrowers default on their home loan 

keeping in mind the end goal to expand their money related riches. In this system 

negative value is a fundamental, yet not adequate, condition for default. Rather there 

exists an edge level of negative value or the house cost to such an extent that a sound 

riches boosting specialist will practice the default alternative as in Kau, Keenan, and 

Kim (1994), among others. This hypothesis expect that the borrower approaches a 

flawless credit showcase for unsecured credit to such an extent that default is 

unaffected by liquidity contemplations and pay variances.  
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2.2.7  Double Trigger Hypothesis 

This hypothesis likewise sees negative value as a fundamental condition for default. 

In any case, it credits default to the joint event of negative value and an existence 

occasion like joblessness. The twofold trigger speculation is notable among contract 

scientists however it is normally talked about just in words or adapted models 

(Gerardi, Shapiro, and Willen 2007), (Foote, Gerardi, and Willen 2008) and et al 

(2009), among others, and has not been displayed as a basic dynamic stochastic 

model.  

 

The frictionless hypothesis is exorbitantly touchy to changes in total house costs and 

predicts an extremely solid ascent in default rates. Conversely, the twofold trigger 

speculation is reliable with the proof. The monetary reason is that default rates 

increment generally in extent to the quantity of borrowers who encounter any level of 

negative value as anticipated by the twofold trigger hypothesis. Conversely, the 

expectations of the frictionless hypothesis depend on the quantity of mortgage holders 

encountering extraordinary levels of negative value and this has expanded by 

significantly more than real default rates.  

 

This is an imperative outcome in itself given the difference in the writing. It is 

likewise an essential advance towards creating contract default models that can be 

utilized for strategy and hazard investigation on the grounds that such examination 

should be founded on models that are observationally precise. 

 

2.2.8 Fundamental Theories of the Study 

It is suggested that the use of more theory is better in viewing things in different 

perspectives. This study principally adopted Title Theory, Theory of Interest and 

Double Trigger Hypothesis. The Title Theory has been adopted because the 

assumption that the lender keep the original title during the period of mortgage loan is 

a practice of Tanzania mortgage market, similarly the concept of Theory of interest 

that economic agents (pension funds and corporates) own resources that are 

maintained in form of interest earned assets or ideal assets reflect behavior of 

Tanzania financial market and Double Trigger Hypothesis assumption that the 
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negative equity alone is not the best predictor of default, instead the interaction terms 

between negative equity and unemployment is aligning with the lending concept. 

 

2.3 Empirical Literature Review 

2.3.1 Review of Relevant Studies 

The CBK write about Banks (2016) uncovered that the NPLs expanded by 14.1% 

from 4.5% in December 2015. This expansion in the NPL levels was principally 

inferable from the overflow impacts of the high loan costs administration in 2014 and 

2015. Financing costs spiked in December 2013 after CBK expanded its key loaning 

rate to a high of 18% to control expansion rate which had crested at 19.72% in 

November 2012.  

 

The high financing costs were additionally owing to high government obtaining. It is 

prescribed that specialists and banks cut on the loan cost spread. This is the 

distinction between the loaning and the store rate to decrease the financing cost 

instability. Unfavourable loan cost and inappropriate structure extremely affect 

repayment ability of the worthy clients and ultimately unable to repay housing loan as 

expected (Zuren, 2016). The model used by Njoki (2014) to establish the relationship 

between defaults on Mortgage Loans and their determinants, will also be used under 

this study.  

 

In his examination Nzuve (2012) on the connection between house costs and land 

back in Kenya concentrated on house value vacillations which have been seen by the 

few blasts and busts have prompted budgetary insecurity varies among nations as a 

result of the critical contrasts in nations lodging frameworks and the part that the 

administration plays.  

 

Dururi (2013) contemplated the impacts of home loan enhancement on monetary 

execution of business banks and the impact of home loan wage on budgetary 

execution of business banks and to survey the impacts of home loan financial 

development on money related execution of business banks.  
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Saunders and Cornett (2010) distinguish models for surveying the default danger of 

individual advance holders. They sort them under subjective and quantitative models. 

The models are utilized as a part of nonattendance of freely accessible data on the 

nature of the borrower. The subjective model is additionally separated into two; 

borrower particular factors and market particular elements, whereby borrower 

particular variables incorporate; notoriety, use, instability of income and guarantee.  

 

The borrower's notoriety includes the obtaining loaning history of the candidate. Use 

is the proportion of obligation to value. It influences the likelihood of its default since 

extensive measure of obligation builds borrower's advantage charges and represent a 

noteworthy claim on its money streams. Likewise with use, an unpredictable gaining 

stream builds the likelihood that the borrower can't meet settled intrigue and guideline 

charges.  

 

Gaitho (2010) did an examination on the reasons for non-performing credits in 

Kenya. She discovered that the fundamental driver of NPL were the national financial 

downturn which prompt sadness for business when all is said in done; decreased 

purchasing capacity of shoppers; insider loaning; and proprietor focus; deficient 

systems of credit hazard appraisal and credit administration; abuse of advances; and 

lawful deferrals. Akahenge (2011) did investigate on the determinants of NPL among 

business banks in Kenya. His investigation discovered that poor credit examination 

by banks, wellsprings of pay, financing costs charged by banks, advance 

reimbursement period, staff turnover and other behavioral perspective like profound 

quality of individual were the significant reasons for advance default which brought 

about NPLs in banks. Kinyura (2011) did an examination on the determinants of 

loaning rates of business banks in Kenya. She discovered that the cost of assets 

(advance) was dictated by tax collection arrangements, center fluid resource 

necessity, exchange cost, CBK and its administrative part, administration charges and 

staff costs. The examination additionally uncovered that financing costs were 

significantly affected by expansion, interest for advances, outside trade rates and 

other full scale and miniaturized scale monetary ecological variables.  
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Kibuthu (2011) examined the degree to which getting react to intrigue vacillations. 

The examination demonstrated that there exists a solid negative straight connection 

between loaning rates and volumes of borrowings. The sums obtained increment with 

declining loaning rates, as the private division will be additionally eager to assume on 

more praise. Ngugi (2001) dissected the loan costs spread in Kenya from 1970 to 

1999 and found that financing cost spread expanded on account of yet-to-be picked 

up proficiency and high intermediation costs. Increment in spread in the post-

progression period was ascribed to the inability to meet the requirements for fruitful 

budgetary changes, the slack in receiving aberrant money related approach 

apparatuses and improving the lawful framework and banks' endeavors to keep up 

debilitated net revenues from expanding acknowledge chance as the extent of non-

performing resources. The high non-performing resources were ascribed to poor 

business condition and pain acquiring, inferable from the absence of option sourcing 

for credit when banks expanded the loaning rate, and the frail legitimate framework in 

implementation of money related contracts.  

 

Accordingly, banks expanded their loaning rates yet were hesitant to diminish the 

loaning rate when the treasury charge rate descended due to the declining salary from 

resources. They reacted by diminishing the store rate, therefore keeping up a more 

extensive edge as they exited the loaning rate at a more elevated amount. Proposing a 

mistake redress model and utilizing month to month information for the investigation 

time frame, Ngugi (2001) found that for Kenya, rising swelling coming about because 

of expansionary financial strategy, fixing of money related arrangement, yet-to-be 

acknowledged productivity of banks and high intermediation costs clarified loan fee 

spreads.  

 

Financing cost spread is characterized by advertise microstructure attributes of the 

keeping money division and the arrangement condition Ngugi (2001). Hazard loath 

banks work with a littler spread than chance impartial banks since hazard avoidance 

raises the bank's ideal loan cost and diminishes the measure of credit provided. 

Genuine spread, which joins the unadulterated spread, is what's more impacted by 

macroeconomic factors including financial and monetary approach exercises 
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(Emmanuelle, 2003). Gerlach and Peng (2005) inspected the connection between loan 

fees and home loan credit with an application to the Hong Kong lodging market. 

Their outcomes demonstrate that the expansion in Goodman and Thibodeau (2009) 

discovered that financing cost increment were identified with elements, for example, 

inelastic supplies of proprietor involved lodging. Muth (1960) states that lodging 

supply should be unbending for the time being and request changes with the level of 

the lodging stock accessible at the time as appeared in the Hendry (1984) and Poterba 

(1984) commitments on the advantage showcase approach. Home loan fund is 

brought into the advantage showcase approach through the cost of utilization 

condition since the home loan credit financing cost might be viewed as a basic 

determinant of that cost. 

 

The hypothesis of acknowledge request and supply as hypothesized by Balke and 

Zeng (2011) gives the deciding components of the credit yield. The primary 

determinant of credit is the request and supply in financing costs. There are likewise 

different components that move the interest for advances, for example, expansion 

rate, cash supply in the economy, the GDP, non performing advances, liquidity 

proportion, client store and bank capitalization, This hypothetical premise is upheld 

by experimental works by Essene and Apgar (2007) who contend that home loan fund 

is because of the current macroeconomic condition in the nation which decide the 

tasks of money related organizations.  

 

Oduori (2012) watched that the Central Bank Rate and the Credit Loss Ratio have 

been the most noteworthy determinants of loan cost spreads among business banks in 

Kenya. Treasury Bill Rate and Market Structure have additionally added to spreads. 

He additionally demonstrated that a significant number of the variables ordinarily 

accepted to be basic determinants of financing cost spreads may not in reality have 

been important o the measure of the loan fee spreads. In his examination he induced 

that swelling, bank loan cost and cost to pay proportion were irrelevant in assurance 

of financing cost spreads temporarily.  
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Kimutai (2003) presumed that macroeconomic and in addition an arrangement of 

basic components have been in charge of the wasteful aspects and thus singular bank 

loan fee spreads in Kenya. As per his examination, Treasury charge rates are 

indicators of banks' loan fee spread in the short-run yet not over the long haul. 

Occupant and Folawewo (2007) inspected the macroeconomic and market 

determinants of loan fee spreads in low and center pay nations.  

 

In their paper, showcase determinants are caught utilizing three factors – the structure 

and advancement of the managing an account area (proxied by the bank/GDP 

proportion and genuine per capita/GDP); banished save necessities (proxied by the 

proportion of stores to stores) and the effect of the market estimate (proxied by the 

yearly rate in the CPI), degree of government reliance on the household saving 

money division for financing of its shortage (proxied by open part obtaining as a level 

of aggregate credits) and the Treasury Bill rate. The ramifications of their discoveries 

is that huge numbers of the variables generally accepted to be basic determinants of 

loan cost spreads may not be as significant as seen. Njoki (2014) considered on the 

connection between financing costs and non-performing advances and discovered 

there existed a positive connection between the level of intrigue and non-performing 

credits, whereby an expansion in loan fees expanded non-performing advances, a trial 

of centrality however uncovered a feeble connection between the two. 

 

Kamomonga (2013) pointed that in a mortgage market such as Tanzania’s which is 

just in its infancy stage; lenders tend to focus on the most credit worthy. It has been 

noted in this study that commercial banks are very conservative and only lend money 

to the borrower with adequate collateral. They are overly careful requiring extensive 

documentation, ample collateral and often personal guarantees on top of the 

collateral. However the reality is that many Tanzanians are not employed formally. 

They have inadequate, intermittent and non-verifiable incomes. 

 

This is the reasons why financial institutions should look beyond employment and 

income status but in a safe and secure way. For instance, an individual having 

national identity card or voters’ card should be facilitated for the loan provided he/she 
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qualify for other simple conditions like personal character, past history of debt 

repayment, possible past criminal record etc. LAPF on other hand should rethink on 

lending housing finance to the member attaining the age of 40 years being the 

member for at least 10 years. This will definitely include large segment of house 

developers to seek for housing finance schemes. 

 

2.3.2 East Africa Mortgage Loan Portfolio  

The mortgage market in East Africa Countries with inclusion of Rwanda, Burundi 

and South Sudan dominated by three countries (Kenya, Tanzania and Uganda) which 

together commanding 93% of the market share. Kenya constitute 39% of the market 

followed Tanzania (33%) and Uganda (21%) and the balance shared by Rwanda, 

Burundi and South Sudan. (CAHF, 2017). 

 

Demographic trends remain favorable to the continent’s longer term development. 

The population of Africa is rising at a faster rate than that of any other global region 

and its demographic profile is both young and increasingly urbanized. Africa’s 

population has more than doubled over the last 30 years to over one billion, and the 

United Nations (2013) forecasts that population will surpass four billion by 2100, 

which would be around 40% of the global population.  

 

Figure 2. 2: Assets Allocated to Housing Sector by EAC Countries  

 
Source: (CAHF, 2017) 
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Although Tanzania is a second leading in term of the size of portfolio and rapidly 

growing trend, Tanzania still has a relatively smaller Outstanding Mortgage Debt as a 

proportion of Tanzanian GDP. Tanzania Outstanding Mortgage Debt as a percentage 

of Tanzanian GDP was around 0.43 percent as at the end of the second quarter of 

2017. This is lower than its neighboring East African countries but growing at an 

accelerated pace. Figure 3 below shows mortgage debt to GDP for selected countries 

including Kenya, Uganda and Rwanda. 

 

Figure 2. 3: Mortgage Debt/GDP    

0.00%

0.50%

1.00%

1.50%

2.00%

2.50%

3.00%

Rwanda Uganda Kenya Tanzania

Mortgage Debt/GDP

 
Source: (TMRC, 2017)    
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Figure 2. 4: Characteristic of Housing Finance Market (Estimate from Main 

Mortgage Lenders) 

Component Kenya Uganda Tanzania Rwanda Burundi South 

Sudan 

HF Product P.CO.HL P.CO.HL P.CO.HL P.CO.HL P.CO.HL P.CO.HL 

Total Portfolio Size ('000) 

USD 
330,000 198,700 154,700 23,300 2,900 1,670 

Number of HF Loans 18,240 5,000 7,000 3,700 1,500 800 

Average Loan Size (USD) 47,170 52,500 54,790 73,000 24,627 5,000 

Max Loan Size (M) 
Up to US$ 

10 

Up to US$ 

1.5 

Up to US$ 

1.5 

Up to US$ 

1.5 
US$ 0.4 US$ 0.04 

Loan Term 20 years  20 years  20 years  20 years  20 years  5 years  

Pricing 16% 20% 21% 18% 19% 24% 

Implied Monthly Income  US$ 1,640 US$ 2,300 US$ 2,400 US$ 2,900 US$ 1,000 US$ 400 

Key: HF- Housing Finance, P-Purchase, CO construction, HL-Home Loans 

Source : (CAHF, 2017) 

 

2.3.3 Tanzania Mortgage Debt Portfolio 

As of June, 2017 the Tanzania mortgage market (outstanding mortgage debt) stood at 

TZS 446 billion. This indicate growth trend of 7 percent when compared with 

position of March, 2017 with outstanding mortgage loan of TZS 417 billion.  The 

year on year comparison indicate 10 percent compared to June, 2016.  The average 

mortgage debt size for the entire market was TZS 114 million. The accounts or 

customers benefited with mortgage loans products from different financial institutions 

in Tanzania decreased from 4,065 at the end December, 2016 to 3,915 accounts at the 

end of June, 2017 (TMRC, 2017). 

 

The ratio of outstanding mortgage debt to Gross Domestic Product (GDP) slightly 

declined from 0.45 (December, 2016) to stood at 0.43 percent June, 2017. As of June, 

2017 the mortgage loans issued by top 5 lenders accounts for 66 percent of the total 

market share. This is not good positions as indicate that out of 50+ financial 

institutions registered in Tanzania less than 10 percent institution dominating 

mortgage market that create concentration risk and affecting negotiation power of the 

borrowers.  
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The interest rate offered in mortgage market in Tanzania range from 16 percent to 19 

percent annually. However, the position is expected to improve following Bank of 

Tanzania decision to review discount rate (interest rate that Bank of Tanzania lend 

money to commercial banks) from 12 percent to 9 percent all time lower rate for the 

past10 years (BoT, 2017). 

 

As at end of June, 2017 the average loan size per borrower stood at TZS 114 million 

which is equivalent to US$ 50,866. Historically this is a deterioration from average 

loan size of TZS 120 million (US$ 53,676) achieved in the first quarter ending 31 

March 2017. The average loan size between financial institutions varied widely, 

reflecting different approaches, customer base and strategies in portfolio risk 

management (TMRC, 2017) 

 

2.3.4 Determinants of Market Share Competition  

The factors driving competition considered using three types of approaches namely 

market structure and associated indicators, contestability and regulatory indicators to 

gauge contestability and formal competition measures (Bikker & Spierdijk, 2008). 

Significant attention in policy context is given to market structure and the actual 

degree of entry and exit in particular markets as determining the degree of 

competition. The general Structure- Conduct-Performance (SCP) paradigm create 

links between structure and performance. Structure refers to market structure defined 

mainly by the concentration in the market. The conduct refers to the behavior of 

organizations competitive or collusive in various dimensions of technology, 

production, advertising, pricing, research and development and entry barriers. 

Performance refers to (social) efficiency, mainly defined by extent of market power, 

with greater market power implying lower efficiency. The financial service industry 

in Tanzania characterized by very strong competitions because all the market are 

selling products and services with a similar characteristics. The competitive 

advantage in the financial service sector is the service efficiency and relationship 

management. This defines ongoing investments in technology and human capital. The 

investment in technology and competence personnel result to service efficiency by 

saving time while handling customer’s application or offering services.  
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Figure 2. 5: Average Mortgage Size (TZS Millions) 

 

 

Source: (TMRC, 2017) 

 

2.3.5 Demand for Housing and Housing Loan in Tanzania  

Demand for better housing and mortgage loans in Tanzania remains high. However, it 

is impacted by insufficient supply of affordable housing and high lending rates. The 

interest rate priced by lenders for the mortgage loan product range from 18% to 22% 

annually, this is high interest rate that discourage borrowings for majority Tanzanian. 

The recent decision by the Bank of Tanzania to revise discount rate downward from 

12% to 9% annually with effect August 2017 has somehow reduce pain to the 

borrower (s). Financial institutions have also revised interest rate offered to 

customers. Recently most of commercial banks in Tanzania offers interest rate from 

19% to 15% annually.  

 

Demand for home loans in Tanzania remains extremely high but is constrained by 

inadequate supply of affordable housing and high interest rates. The current housing 

deficit in Tanzania is estimated at three million housing units with a 200,000-unit 

annual demand. As of 30th June, 2017 there was 30 lenders offering mortgage loan in 

Tanzania market with a total outstanding portfolio of TZS 446 billion. Key forces 

accelerated to this achievement include existence of long term funding (TMRC), 

awareness on the product and market competition (TMRC, 2017).  
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Dar es Salaam has remained at the top of the mortgage market in Tanzania. However 

things has changed. A shift in decision by developers in developing housing projects 

has been experienced responding the recent Central Government’s initiative to 

relocate its administrative function to the Capital City of Dodoma. 

 

2.3.6 Mortgage Lenders/ Financial Institutions in Tanzania  

These are institutions that provide loans for the purpose of developing or purchasing 

house. They can also provide loans for equity release for the property already 

developed by the borrower from other sources. The Mortgage lenders can be 

commercial banks, community banks, housing banks, pension funds, insurance 

companies and other financial institutions. Tanzania is a home of 30 mortgage lenders 

(TMRC, 2017).  

 

Financial institutions such as a bank, credit union or building society are the lenders 

depending on the country concerned, and the loan arrangements can be made either 

directly or indirectly through intermediaries. Features of mortgage loans such as the 

size of the loan, maturity of the loan, interest rate, method of paying off the loan, and 

other characteristics can vary considerably.  

 

The lender's rights over the secured property take priority over the borrower's other 

creditors, which means that if the borrower becomes bankrupt or insolvent, the other 

creditors will only be repaid the debts owed to them from a sale of the secured 

property if the mortgage lender is repaid in full first. While in high-income economies 

mortgages are widely available and routinely used for consumer financing of housing, 

many low and lower-middle-income countries only register a few thousand loans or a 

few hundred in some cases. The small Banks such as Akiba Commercial Bank, EFC 

Bank and DCB Commercial Bank Plc. targeting lower income borrowers had much 

lower average mortgage loan sizes than large banks. Bank M Tanzania, Equity Bank, 

NIC Bank, China Commercial Bank, Diamond Trust Bank and ICB Bank are the top 

7 Banks with higher average mortgage loan size. 
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As at the end of June, 2017 at least 30 different financial institutions in Tanzania were 

offering mortgage loans.  

 

The number of financial institutions providing mortgage loans increased from 29 

lenders reported as at 31 March 2017 (TMRC, 2017). The participants are expected to 

increase as more financial institutions continue to develop mortgage loan products.  

As of June, 2017 the mortgage market was dominated by five top financial 

institutions. These five banks command about 66% of the mortgage market in 

Tanzania. 

 

The Equity Bank was leading the market and commanding 25.1% of the market 

share, followed by Stanbic Bank (13.2%), Bank M Tanzania (12.4%), CRDB Bank 

Plc. (8.9%) and Azania Bank commanding 6.6% (TMRC, 2017). The market expect 

more positive developments attributed by competition in the financial market as 

traditional banking products continues to intensify. Previously only large and medium 

sized banks like CRDB Bank Plc., National Microfinance Bank Plc. (NMB), and 

National Bank of Commerce (NBC), Standard Chartered Bank, Diamond Trust Bank 

and Azania Bank were offering mortgage loans products. The position has now 

changed positively as smaller banks such as Letshego Bank and Yetu Microfinance 

Bank Plc. have started penetrating in the mortgage market from first half of 2017.  

    

Despite of the Tanzania is a second leading in term of the size of portfolio and rapidly 

growing trend, Tanzania still has a relatively smaller Outstanding Mortgage Debt as a 

proportion of Tanzanian GDP. Tanzania Outstanding Mortgage Debt as a proportion 

of Tanzanian GDP was around 0.43% as at the end of the second quarter of 2017. 

This is lower than its East African neighboring countries of Kenya (2.6%), Rwanda 

(2.5%) and Burundi (2.5%) (TMRC, 2017) but growing at an accelerated pace. 
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Table 2. 1: Market Share for Mortgage Lenders as at 30 June 2017 

S/N Name Customers Amount 

(TZS 

Billions) 

Market 

Share 

1 EQUITY BANK TANZANIA LIMITED  74 112.10 25.1% 

2 STANBIC BANK (T) LTD  170 59.01 13.2% 

3 BANK M TANZANIA LIMITED  29 55.52 12.4% 

4 CRDB BANK PLC  296 39.90 8.9% 

5 AZANIA BANK LIMITED  573 29.62 6.6% 

6 COMMERCIAL BANK OF AFRICA (T) LIMITED  166 25.41 5.7% 

7 NIC BANK TANZANIA LIMITED  13 16.18 3.6% 

8 FIRST NATIONAL BANK TANZANIA LIMITED  88 15.30 3.4% 

9 BANK OF AFRICA TANZANIA LIMITED  104 11.51 2.6% 

10 KCB BANK TANZANIA LIMITED  71 11.25 2.5% 

11 I & M BANK TANZANIA LIMITED  38 7.51 1.7% 

12 DCB COMMERCIAL BANK PLC  711 7.34 1.6% 

13 BARCLAYS BANK (T) LIMITED  55 7.27 1.6% 

14 NATIONAL MICROFINANCE BANK (T) PLC.  43 5.77 1.3% 

15 AKIBA COMMERCIAL BANK LTD  663 5.04 1.1% 

16 AFRICAN BANKING CORPORATION (T) LTD 38 5.00 1.1% 

17 STANDARD CHARTERED BANK (T) LTD 19 4.55 1.0% 

18 EXIM BANK TANZANIA LIMITED 32 4.27 1.0% 

19 EFC M.F.B TANZANIA LIMITED 174 3.11 0.7% 

20 AMANA BANK LIMITED 23 2.94 0.7% 

21 LETSHEGO BANK (T) LIMITED 54 2.86 0.6% 

22 NBC LIMITED 29 2.83 0.6% 

23 DIAMOND TRUST BANK (T) LTD 5 2.80 0.6% 

24 INTERNATIONAL COMMERCIAL BANK (T) LTD 4 2.06 0.5% 

25 TIB CORPORATE BANK LIMITED 14 2.04 0.5% 

26 CITIBANK TANZANIA LIMITED 11 1.62 0.4% 

27 TIB DEVELOPMENT BANK LIMITED 10 1.06 0.2% 

28 YETU MICROFINANCE PLC 394 0.98 0.2% 

29 PEOPLES BANK OF ZANZIBAR 13 0.89 0.2% 

30 CHINA COMMERCIAL BANK LIMITED 1 0.59 0.1% 

TOTAL 3,915 446.33 100.0% 

Source: (TMRC, 2018) 

 

a) Credit Policy and Procedures 

The Credit Policy that approved by the Board of Directors and Regulator 

(Bank of Tanzania) must be communicated to the lending officers of the 

mortgage lenders. The policy must guide decision and process of the credit 

application. From Credit Policy the lending procedures must be developed and 

well communicated to the lending officers. The documents must guide process 

for handling credit applications, monitoring of the credit applications and 

recovery measures.     
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b) Relationship Management  

Mortgage Lenders advised to introduce and maintain robust customer’s 

relationship at the application stage and during loan period. Borrowers must 

be explained advantage of providing adequate information during application 

stage. Lenders of the insured mortgage loan should also take action to explain 

to the borrowers the advantage of using the approved loan in a purposed 

agreed by the lender and the borrower and pay their loan as per mortgage loan 

facility agreement. 

 

The mortgage lenders should also monitor use of the loan proceeds as per the 

approved purposes and insure the financed property is completed by the 

approved mortgage loan, in case of the house purchase the loan proceed must 

be used to purchase the house in accordance with the assessment of the 

application for mortgage loan and the agreement between the mortgage lender 

and the borrower. In order to achieve this the financial institutions especially 

mortgage lenders should do the followings. 

 

2.3.7 Establishment of Tanzania Mortgage Refinancing Company   

Overtime development of mortgage market in Tanzania was pulled back by lack of 

long term funding platform. Financial intuitions have been used short term source of 

depots from customers to funds housing loans. This position lead to slow growth of 

mortgage portfolio and shorter loan period of an average of 7 years.  

 

January, 2010 the Government of Tanzania through the Bank of Tanzania (BoT) 

established Tanzania Mortgage Refinance Company (TMRC). TMRC is a mortgage 

liquidity facility catalyzing development of mortgage market through refinancing 

mortgage portfolio of the financial institutions playing in Tanzania. This is a provider 

of long-term finding facilities to financial institutions. 

 

TMRC has been a key element in the growth of the mortgage market in Tanzania. 

The TMRC was established in 2010 under the Housing Finance Project (HFP) which 

was set up by the Ministry of Finance in collaboration with the World Bank and Bank 
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of Tanzania in alignment with Tanzania’s five-year National Strategy for Growth and 

Poverty Reduction (MKUKUTA) and the Tanzania Development Vision 2025, which 

highlight the importance of affordable housing, access to finance, and capital market 

development. 

 

As of June 2017, TMRC had extended TZS 68.1 billion to Commercial Banks in a 

bid to facilitate mortgage lending. Mortgage loans average duration has also increased 

since the creation of the TMRC, from five to 10 years to an average of 15-20 years 

with typical rates offered by lenders for the mortgage product currently varying 

between 16 and 19% (CAHF, 2017).  

 

2.3.8 National Housing Corporation  

The current National Housing Corporation is the a result of the decision of the 

Tanzania Government to dissolve the Register of Building through Act of Parliament 

No.2 of 1990, which vested its responsibilities with the National Housing 

Corporation. The former National Housing Corporation was established by Act of 

Parliament No.45 of 1962, while Register of Building was established by Act No.13 

of 1971.  

 

National Hosing Corporation (NHC) is under the Ministry of Lands, Housing and 

Settlements Development. The Ministry is represented by the Board of Directors 

which is responsible for the corporate policies and strategies. The daily management 

of NHC’s business is under the Director General who is responsible to the Board of 

Directors. Effective from July, 1994, the Corporation’s portfolios have been divided 

into profit centers which are income generating and self-sustaining directorates and 

cost centers which play a supportive role. This role mandates the NHC to undertake 

an array of business. 

 

National Hosing Corporation (NHC) is the largest real estate company in the Sub-

Saharan Africa in terms of property base. It owns nearly 20,000 housing and 

commercial rental units located in almost all of the major urban areas of Tanzania 
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Mainland. In 2015, the National Housing Corporation reported US$ 400 million 

worth of on-going real estate projects expected to reach US$ 800 million by 2020. 

National Hosing Corporation play a role of helping the Government achieving better 

housing target for majority Tanzanians as a part of Tanzania long term development 

plan vision by 2025. There are number of housing projects implemented by NHC in 

the country. The projects diversified into those targeting corporate customer (office 

space) and individual customers. NHC is also entering into joint venture under the 

Private Public Partnership (PPP) wing to develop some projects.  The project is 

affordable for both high profile clients, middle class and lower class income 

individuals.   

 

Table 2. 2:  National Housing Corporation Projects 

S/N Name of the Project Physical 

Location 

Description Status 

1 Medeli Residential 

Apartment 

Dodoma 14 flats/Blocks –Multi Use –

Residential/Commercial use 

Completed 

2 Mchikichi Housing Estate Dar es Salaam Residential Apartments Completed 

3 Kigamboni Housing Estate Dar es Salaam Residential Apartments Completed 

4 Mwongozo Housing Estate Dar es Salaam Residential Apartments Completed 

5 Mindu Place: Dar es Salaam Residential Apartments Completed 

6 Safari City Satellite  Arusha Multi Use –

Residential/Commercial use 

Upcoming 

7 Victoria Place  Dar es Salaam Multi Use –

Residential/Commercial use 

Ongoing 

8 MHML – Affordable Houses Country wide Residential Ongoing 

9 Morocco Square 

 

Dar es Salaam Multi Use –

Residential/Commercial use 

Ongoing 

10 Kawe  Satellite City  Dar es Salaam Multi Use –

Residential/Commercial use 

Ongoing 

Source:  (NHC, 2018) 

 

2.3.9 Challenges Facing Growth of the Mortgage Market in Tanzania 

The demand for housing and housing loans remains plenty but is mainly constrained 

by inadequate supply of affordable and better housing and high interest rates charged 

by mortgage lenders. These constraints and other challenges broadly explained below. 

 

a) Demand for Housing and Housing Loans 

 As of June, 2017 the housing deficit in Tanzania estimated at three million 

housing units with a 200,000 unit annual demand. Practically most of 

http://www.nhc.co.tz/en/portfolio-items/medeli-residential-apartment?portfolioID=11397
http://www.nhc.co.tz/en/portfolio-items/medeli-residential-apartment?portfolioID=11397
http://www.nhc.co.tz/en/portfolio-items/mchikichi-housing-estate?portfolioID=11397
http://www.nhc.co.tz/en/portfolio-items/mindu-place?portfolioID=11397
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financial institutions offer loans for home purchase and equity release for the 

already constructed house while a few lenders offer loans for self-construction 

which for the most part continue to be expensive beyond the reach of the 

majority Tanzanian.  

 

b) High Interest Rate  

 Kibuthu (2005) investigated the extent to which borrowing respond to interest 

fluctuations. The study showed that there exists a strong negative linear 

relationship between lending rates and volumes of borrowings.  

 The high interest rates charged by Tanzania based financial institutions (22% 

to 16% annually) pose other constraints to the growth the mortgage market. 

During the second quarter of the year 2017 interest rates charged by mortgage 

lenders in Tanzania range from 19% to 16% annually.  This is a bit 

improvement compared to the previous years where mortgage lenders were 

offering interest rate up to 22% annually.  

 

c) Absence of Secondary Mortgage Market 

The secondary mortgage market in Tanzania is not active. Mortgage lenders 

they don’t have access to liquidate assets books (mortgage loans) in case they 

are facing liquidity challenges. This leads to number of lenders participating 

in mortgage market become small compared to the number of financial 

institutions offering products and service in Tanzania. 

 

d) Small Population using Formal Banking Services 

Tanzania financial services characterized by few customers using formal 

banking services. The banked customers by the financial institutions is 12% of 

the Tanzania population with Rwanda 23.0%, Kenya 22.6% and Uganda 21% 

(The Citizen, 2013). The low banked customers impacting performance of 

mortgage market in Tanzania. Majority of population borrow money (in small 

quantities) from informal sources. About 56% of Tanzanians borrow money to 

meet their consumption and access social services. The primary source of 

loans for 63% of Tanzanians remains informal networks, such as friends and 
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relatives, while 17% of Tanzanians use mobile network loans, and only 7% of 

people have obtained credit from banks. The Extending Financial Inclusion in 

Tanzania bringing financial services to 62% of the population in the year 2017 

compared to 11% in the year 2006, making Tanzania a regional leader in the 

use of digital financial services (World Bank, 2017). However, other sources 

of borrowing money apart from financial intuitions cannot help customers 

getting access to mortgage loans. 

 

e) Economic Challenge 

 High inflation rate and unstable macroeconomic policies affect the housing 

sector in Tanzania. While high inflation rate drives high interest rate offered 

by mortgage lenders the macroeconomic policies define readiness of the 

lenders to expand mortgage loan portfolio. The good macroeconomic policies 

stimulate economic growth and encourage new entrants in financial 

market/mortgage market. 

 

 The demand for market-based housing financing may be delayed even after 

general macroeconomic stabilization due to specific consumption patterns and 

other particular factors influencing the demand in countries in transitions. 

 

f) Socio-economic Challenge 

 This includes low number of employees in formal sector, growing 

unemployment and relative low employment benefits for majority Tanzanian. 

The majority of population cannot afford to develop or buy better housing on 

the open market price that limit market for mortgage loans. 

 

g) Legislative Challenge 

 Most of developing market including Tanzania suffering by poor legal 

framework on foreclosure, registration of legal mortgage and mortgage 

banking regulations in general. The effective enforcement of the law is as 

important parameter for the mortgage market to expand rapidly. 
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h) Limited Accesses to Surveyed Land  

Tanzania is among of the country in Africa with critical problem in accessing 

surveyed land (Daily news, 2018). This is due to the Government tight budget 

directed in land survey. Mortgage lenders are preferring surveyed land while 

deciding to approve mortgage loan. Due to this limited access to the surveyed 

land pullback development of the mortgage market in Tanzania.   

 

i) Lack of Competition 

  As of June, 2017 Tanzania mortgage market dominated by 5 banks only 

(commanding 66%) from 30 mortgage lenders and 50+ financial institutions. 

The low competition between mortgage lenders (monopolization of mortgage 

market) and poor institutional frameworks hindering growth of the mortgage 

market as lenders are not thinking to create affordable mortgage products and 

pull more customers. 

 

2.3.10 Benefits and Rationale of the Insured Mortgage Loans in Social Economy 

The mortgage financing is potential to the economy of Tanzania. This is due to the 

benefits obtained through the mortgage loans.  

 

a) Access of Better Housing 

Access to housing loan in Tanzania and other developing markets 

substantially impact economic and social welfares. Mortgage market helps 

majority individuals own better homes. Economically, benefits of home 

ownership among other things build equity and enhance economic activities. 

According to the available data the outstanding mortgage debt in Tanzania as 

at 30th June, 2017 stood at TZS 446 billion constituting 0.43% of the Country 

Gross Domestic Product (TMRC, 2017). The mortgage market registered a 

growth rate of 10% during the economic year 2016/2017 (TMRC, 2017).  

 

 Permanent home ownership brings social benefits for families, communities, 

and the country as a whole. Because of these societal benefits, policy makers 

have promoted home ownership through a number of platforms. Stable 

housing (as opposed to transitory housing and homelessness) among other 
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things influence Educational achievement, Civic participation and Health 

benefits. (Yun and Nadia, 2016). Rapid urbanization rate of 5.39% create 

demand for affordable housing. Mortgage market play an important role in 

increasing supply of housing. 

 

b) Stimulate Performance of other sectors (Real Estate and Construction)  

The mortgage financing enhancing performance of real estate sector and 

construction sector in the Tanzania. This is because large real estate projects 

are funded by financial intuitions in form of mortgage loans. National Hosing 

Corporation (NHC) reported to borrow US$ 2 million from PTA Bank, the 

financial arm of Comesa for development of commercial center and Satellite 

City at Kawe in Dar es Salaam Tanzania (The Citizen).  

 

c) Create Employments  

The mortgage market create direct and indirect employments to the society. 

During construction of new houses people get employment from these 

projects.  

 

d) Boost Government Taxes  

The Government benefit from tax perspective. Profits earned by mortgage 

lenders are taxed, construction materials are taxed and construction employees 

pay tax to the Government.  

 

2.4 Policy Review 

2.4.1 Housing Policy in Tanzania 

The Government of Tanzania recognized better housing for majority Tanzanian as 

one of the top National agenda. This influence introduction of various housing 

policies and regulations in order to create conducive environment for housing sector. 

The Ministry of Lands, Housing and Human Settlements Development is mandated to 

administer land and human settlements in Tanzania on behalf of the President of the 

United Republic.  The key policies and legislation governing human settlements and 

finance environment in Tanzania include; 



34 

  

a) National Human Settlements Development Policy of 2000 

The policy was developed to address and reverse the deterioration of human 

settlements conditions in the country. The policy was used as a framework for 

the Government of Tanzania to mobile resources and create awareness to the 

society to develop better homes.  

 

b) The Mortgage Finance Act, 2008 

The Mortgage Finance (Special Provisions) Act No. 17 of 2008 which formed 

after amendment of three acts namely ;The Land Registration Act Cap.334, 

The Land Amendment Act No. 2 of 2004 and The Civil Procedure Act 

Revised Edition 2002. The amendment aimed to facilitate availability of 

housing financing for purchase of house or development of new house 

(MLHHSD, 2009). The Act was issued to guiding principles and financial 

covenants for mortgage financing in Tanzania. 

 

The Mortgage Finance Act No. 17 was accepted by financial service providers 

as protecting lenders and borrowers on collateralized loans. The Mortgage 

Finance (Special Provisions) Act No. 17 of 2008 clearly stated that the only 

reasons for a court to throw out a foreclosure claim are if (i) mortgage loan 

was never taken, or (ii) the loan has already been fully repaid. Again, the issue 

of spousal consent, which had made the previous law difficult to enforce, has 

been dealt with by making it a criminal offense not to disclose a spouse or 

obtain their consent when mortgaging a property, under penalty of a 12 month 

prison sentence or a fine of half the loan amount. The Act also contains a 

consumer protection section requiring clear disclosure of pre-contractual 

information such as interest rate, early repayment penalties, and full disclosure 

of costs. 

 

c) The Banking and Financial Institutions (Tanzania Mortgage Refinance 

Company) Regulations, 2011 

These are regulations issued to guide/govern the operations of the TMRC 

which is a secondary market wholesale liquidity facility established under the 
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Housing Finance Program to provide liquidity to mortgage lenders within the 

country in order to expand access to affordable housing finance. Through this 

regulation TMRC engaged financial intuitions and establish a relationship 

such that mortgage lenders get access of long term funds from TMRC in order 

to offer mortgage loans. 

 

d) The Banking and Financial Institutions (Mortgage Finance) Regulations, 

2015 

 The regulation issued in July 2015 (under the Banking and Financial 

Institutions Act of 2006) to replace the 2011 regulations, these regulations 

were developed with the aim of establishing principles to govern mortgage 

finance operations in Tanzania. Key changes made from the 2011 regulations 

are minimum capital requirements for housing finance companies where the 

limit was increased from TZS 7.5 billion to TZS 15 billion, increase of 

maximum tenor of mortgage loans from 20 to 25 years, increase of loan to 

value ratio to 90 percent from 80. 

 

The loan period varies from 15 years to 25 years in few cases especially in 

premature mortgage markets like Tanzania.  The loan period for mortgage 

loan can start from 10 years. Similarly to other types of loans the mortgage 

loan is subject to interest rate and payment of the loan is usually in monthly 

installments. In this arrangement the borrowers enjoy ownership of houses 

while the lender is secured by legal mortgage over the financed houses and 

hold title deed until the loan is fully settled. 

 

2.5. Conceptual Framework 

This area involves conceptualization of the variables used in the study. The 

reasonable which structure demonstrates that, interest rate, loan period and income of 

the borrower are the autonomous factors and the reliant variable in defaults on 

insured Mortgage Loans.   
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Figure 2. 6: Conceptual Framework 

 

 

                                                                      

 

 

 

                                                                      

 

Independent Variables     Dependent Variable  

Source: Author (2019) 

 

Assumptions and Measurement of Variables to the Study 

 

Table 2. 3:  Measurement of Variables  

Variable Description Measurement Hypothesized 

Relationship 

Interest Rate A term loan usually involves a fixed 

interest rate that will add additional 

balance to be repaid. 

Measured in form of 

percentage charges of 

principal amount per annum  

Positive relationship 

(+) 

Loan Period A length of time over which the loan 

agreement is in force and before or at 

the end of which the loan should be 

repaid. 

Measured in form of years Positive relationship 

(+) 

Income This is money received, especially on 

a regular basis, for work or through 

investments. 

Income is measured per 

month and annually  

Positive relationship 

(+) 

Source: Author (2019) 

 

 

 

 

Interest rate  

Income 

Loan period 
Defaults on insured Mortgage 

Loans  
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CHAPTER THREE 

 

METHODOLOGY 

 

3.0 Introduction  

This chapter shows methods used to answer the research question so as to attain the 

research objectives. The chapter dealt with the methodological approach adopted in 

carrying out the research study. It covers the instruments and procedures used in data 

collection and data analysis. The chapter discusses research design, population of the 

study, sampling techniques, methods of data collection, data analysis plan and 

presentation 

 

3.1 Research Design 

The study adopted descriptive and quantitative research design. According to Kothari 

(2004) descriptive correlation research design is applied when the researcher intends 

to establish the relationship between two or more variables. The aspect involved 

examining the relationship among variables. This study investigated determinants of 

default of insured mortgage loans in Tanzania. 

 

3.2   Population of the Study  

According to (Mugenda, 2003) a population is a well-defined set of people, services, 

elements, events and group of things or household that are being investigated. The 

study population comprised of secondary data obtained at CRDB Bank Plc. – 

Azikiwe Branch located Dar es Salaam – Ilala Municipality. The researcher has 

chosen CRDB Bank Plc. Azikiwe Branch because CRDB Bank command significant 

market share of 11.4% of Tanzania mortgage market with outstanding portfolio of 

TZS 38.43 billion and mortgage loan customers of 301 (TMRC, 2017). A sample of 

186 mortgage loan customers of Azikiwe Branch was selected from CRDB total 

mortgage customers of 301. 

3.3  Sample Size 

This study used purposive method to select 186 mortgage loan customers of Azikiwe 

Branch from CRDB total mortgage customers of 301.  
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3.4  Methods of Data Collection 

The study used secondary data collected from Credit Department of CRDB Bank Plc, 

Azikiwe Branch. The secondary data collection method has been adopted due to 

limited time, financial resources and reluctance of the borrowers to disclose financial 

affairs.  

 

3.5  Data Processing and Analysis 

The data obtained analyzed using multiple linear regression technique because of the 

relevance of the method and nature of the variables. The expression is as indicated;  

Y= βo + β1X1 + β2X2 + β3X3 

Y is the default insured mortgage loan which will be measured by dividing the non-

performing mortgage loans by the total mortgage loans. 

βo is a constant, the value of Y when all Xs are zero 

X 1 is the lending interest rate measured by changes in interest rates (absolute value of 

annual changes in interest rates) 

X2 is loan period 

X3 is the monthly income 

 

3.6  Validity and Reliability of Instruments  

Validity of the data refers to the extent to which the concept one wishes to measure is 

actually being measured by a particular scale or index (Kothari, 2006). On the other 

hand, reliability refers to the consistency with which repeated measures produce the 

same results across time and across observers (Patton, 2002). To ensure validity and 

reliability, the researcher conducted a pilot study to test the accuracy and 

effectiveness of the questionnaires before conducting the actual study. Croubach’s 

alpha where α coefficient used to measure reliability of instruments where α 

coefficient 0.7 was considered acceptable (George and Mallery 2003). However, the 

questionnaires were distributed to the selected respondent from CRDB and other 

stakeholders to fill in order to see if the questions are relevant and valid to the study. 
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CHAPTER FOUR 

 

FINDINGS AND DISCUSSION 

 

4.0 Introduction 

This chapter presents the findings of the study and the discussion. It summaries 

statistical works and analyze the data under the study. Findings and discussions are 

based on the three objectives namely, to examine the effect of interest rate on defaults 

on insured mortgage loan, to identify the effect of loan period on defaults on insured 

mortgage loan and to determine the effect of income on defaults on insured mortgage 

loan.  

 

4.1 Descriptive Statistics and Correlation 

The researcher wanted to know the descriptive statistics for interest rate, loan period 

and monthly income of the borrower and their correlation on default of the insured 

mortgage loan so as to give the picture of the study. Results in Table 4.1 below shows 

that mean average of interest which was given out for a loan is 18.4 and deviation 

from the mean is 0.6946 along with it a weak positive relationship between interest 

and loan balance found. The average years for clients to pay out their loan is 13.3 and 

deviation from the mean 3.692. Along with it there was found a negative relationship 

between loan period and amount of the loan paid at 0.001 significance level. This 

implies that as the time increase the loan paid is decreasing. Also the average income 

of clients per monthly is 5,884,712.21/= Tanzania shillings and deviation from the 

mean is 4,164,820.92 and that there is a negative relationship between income and 

loan balance, meaning that as the income increase the loan balance reduced. 



40 

  

Table 4. 1: Descriptive for Interest Rate and Loan Period 

Measure  Variable Compound Interest 

Interest Rate 

Mean 18.357 

Standard Deviation 0.6946 

Loan Period 

Mean 13.27 

Standard deviation 3.692 

Pearson Correlation between Interest Rate and Loan Balance 

Correlation  0.054 

Significance  0.001* 

Pearson Correlation between Loan Period and Loan Balance 

Correlation -0.086 

Significance 0.001* 

Note * indicate significance level 0.05. 

Source: Author (2019) 

 

4.2 Effect of Interest Rate on Defaults on Insured Mortgage Loan 

The researcher wanted to know the overview of the interest rate on defaults on 

insured mortgage loan to clients where results show that 90 clients have given 18 

interest rate, followed by 72 clients who has given 19 interest then followed by 3 

clients has given 16 interest while 17 has only 2 clients and lastly was 14 which was 

given to only one respondent. It has observed that there is positive relationship 

between interest rate and loan performance. From the findings, averages for mortgage 

default rate for the clients obtained from CRDB Bank Plc. is 18.357. In addition, the 

Standard deviation depicts minimal variation in default rates in different commercial 

banks is 0.6946. This agrees with Saunders and Cornett (2010) who identified models 

for assessing the default risk of individual loan holders and categorized them under 

qualitative and quantitative models. 

 

The borrower’s reputation involves the borrowing-lending history of the applicant. 

Leverage is the ratio of debt to equity. It affects the probability of its default because 

large amount of debt increases borrower’s interest charges and pose a significant 

claim on its cash flows. As with leverage, a volatile earning stream increases the 
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probability that the borrower cannot meet fixed interest and principle charges.  

Collateral on the other hand is required to back to back up the loan. Apart from that 

also it was strongly admitted that customers sometimes default in loan repayment and 

that interest rate on loans was subject to risk of default of the borrower. The findings 

resonated with Kimando (2012) observation that the greatest challenge facing MFIs 

in Murang’a Municipality, Kenya was non-repayment of loans borrowed. It was also 

strongly agreed that their firm blacklists loan defaulters against being awarded future 

loans. In addition, clients indeed agreed customers often default in loan repayment 

and that small loans attract higher interest rates than big loans. Clients, however, 

disagreed that long term loans attract higher interest rates than short term loans.  

 

A theoretical relationship between Interest Rate and Mortgage Loan Default Rate has 

been demonstrated by various theories and studies. Whereas also study conducted by 

Kaaya (2015) The study finds that the interest rate that 20% of clients reported to 

default their loans arguing that interest rates were not convenient. When these clients 

were further probed reported to have used the money received for other activities 

such as paying children school fees, buying the new assets for family and other 

claimed to use the money to pay for education costs for their children. Therefore 

because of inadequate capital, their businesses were not able to perform better as the 

result they lost most of their customers. Some reported that the money received was 

stolen.  

 

Therefore, close supervision from microcredit field worker to loan borrowers is very 

essential because by doing so it would reduce such incidences.  Luasha (2009) 

pointed out that among other factors that affect loan repayment rate is cheating by 

customers on purpose of the loan and poor supervision, microfinance charges 

differentiated loan interest rate from 0% to 8% interests depending on an individual 

loan size, nature of the business, and experience of the borrowers on a particular 

business or economic history of the borrower. This would be expected to be fairly 

convenient as compared to other MFIs that charges fixed interest rate. 
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The study conducted by Nkusu (2011) finds that interest rate is among of the primary 

economic determinant of loan default. The increase in interest rate weaken loan 

payment ability of the borrower therefore non -performing loans are positively related 

with the interest rates. 

 

In line with our findings, the study conducted by Rabi (2011) tested whether there is a 

relationship between interest rate and loan payment behaviour. A Pearson chi-square 

test was conducted to examine whether there was a relationship between interest rate 

and influence on loan repayment behaviour. The results reveals that there is a 

significant relationship between the two variables (Chi square value = 1.191, df =3, p 

=.008). The calculated p value is 0.008. At a chosen level of significance of 0.05, p-

value is less than 0.05. Therefore, we are 95% sure that the association between 

interest rate and influence on loan repayment. 

 

Hence Interest rate imposed on principal amount seems to be high according to our 

findings. Majority of the borrowers failed to pay loan balances on time and the high 

interest rates imposed was the main reason mentioned. In this instance, financial 

institutions should impose reasonable and competitive interest rates to ensure 

effective repayment. In most cases, high interest rates discourage business to grow in 

the sense that a big part of the profit generated goes back to the financial institution to 

service the loan that was once given to the borrower.  

 

It is of essence that small business enterprises need to transform into becoming 

medium business enterprises and finally large business enterprises in order to enjoy 

both easy loan acquisition from the financial institutions and economies of scale. The 

government intervention through the Bank of Tanzania, as the regulator and policy 

maker should intervene to control the high interest rates charged by financial 

institutions to protect the business firms from collapsing in their infancy. 

 

 

 

 



43 

  

Table 4. 2: Frequency Table-Interest Rate  

Interest Frequency  Percent Cumulative Percent 

14.0 1 .6 .6 

16.0 3 1.8 2.4 

17.0 2 1.2 3.6 

18.0 90 53.6 57.1 

19.0 72 42.9 100.0 

Total 168 100.0  

Mean: 18.36 

Standard Deviation: 0.695 

Source: Author (2019) 

 

The Table 4.2 above shows interest rates offered to different clients of the insured 

mortgage loan at CRDB Bank Plc. The graph shows the relationship between number 

of the clients and the respective interest rate offered in the insured mortgage loans. 

 

4.3 Effect of Loan Period on Defaults on Insured Mortgage Loan 

The researcher wanted to know the effect of loan period on defaults on insured 

mortgage loan. The  figure 4.2 below shows that 28 clients has taking loan for 9 years 

followed by 23 clients who has given 14 years to pay out their loan, then 21 clients 

has given 15 years , 19 clients has given 10 years , 13 clients has given 20 years, 12 

clients has given 12 years, 11 clients has given 13 years, 10 clients has given 16 

years, 9 clients has given 19 years followed by 5 clients who has given 18 years and 4 

clients has given 17 years and lastly 2 clients has given 4 years to pay out their  loan. 

There is a negative relationship between loan period payment and amount of the loan 

paid. This means that as the loan period is high the amount to be paid is low.  The 

Findings are different from Arianna Molino (2014) who has observed the relationship 

between loan period and balance he used the scatter dot chart which helps to put in 

evidence the relationship between the repayment period and the number of loan 

instalments.  

 

A general trend can be identified, and then confirmed by the correlation analysis the 

higher the number of loan installments, the higher the repayment period. The relation 

is not very defined, as in the left part of the graph the points are rare and less 

concentrated than in the higher-right side. Also his study show that repayment period 
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seems to be significantly correlated with this monthly parameter, thus it can be a good 

predictor. 

 

Whereas also study conducted by Joshua Kaaya (2015) revealed that there is 

relationship between loan payment and loan period. Borrowers were asked if they 

were able to pay off their loan in time and if not what the reasons for delayed 

repayment were. The particular variable was if loan duration was not favorable to 

their business plans. Out of 30 participants who defaulted 19(63%) out of them 

reported that the loan duration had no negative effects on their business plan and that 

it did not contribute to default. Based on analysis results it does not show significant 

relationship with default rate.  

 

Table 4. 3: Frequency Table –Loan Period 

Loan period Frequency Percent Valid Percent Cumulative Percent 

4.00 2 1.2 1.2 1.2 

8.00 5 3.0 3.0 4.2 

9.00 28 16.7 16.7 20.8 

10.00 19 11.3 11.3 32.1 

11.00 6 3.6 3.6 35.7 

12.00 12 7.1 7.1 42.9 

13.00 11 6.5 6.5 49.4 

14.00 23 13.7 13.7 63.1 

15.00 21 12.5 12.5 75.6 

16.00 10 6.0 6.0 81.5 

17.00 4 2.4 2.4 83.9 

18.00 5 3.0 3.0 86.9 

19.00 9 5.4 5.4 92.3 

20.00 13 7.7 7.7 100.0 

Total 168 100.0 100.0  

Mean: 13.26 

Standard Deviation: 3.68 

Source: Author (2019) 

 

The Table 4.3 above shows loan period offered to different clients of the insured 

mortgage loan at CRDB Bank Plc. The graph shows the relationship between number 

of the clients and the respective loan period offered in the insured mortgage loans.  
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4.4 Effect of Income on Defaults on Insured Mortgage Loan 

The researcher wanted to know in details the effect of income on defaults on insured 

mortgage loan. Results in figure 4.2 show that 56.55% of clients has income range 

from 1,000,000/= to 5,000,000/= followed by 31.55% of clients who has income 

range between 5,000,001/= and 10,000,000/= then 6.55% who have income range 

from 10,000,001 to 15,000,000/=, 4.17 % of clients their income has range from 

15,000,000/= to 20,000,000/= and lastly only 1.19% has income greater than 

20,000,001/= as illustrated in the figure 4.2.2 below. It was very important to 

examine whether income of clients influence loan repayment behavior. In researcher 

findings show that there is negative relationship between income and loan balance 

this means that as income increase clients decided to pay out their loan hence their 

loan balance decrease. But the study conducted by Kaaya (2015) revealed that income 

from other activities than the one financed by the loan is positively related with loan 

repayment. Majority of borrowers (67%) responded that the income from other 

economic activities have influenced their loan repayment.  

 

A part from that the study conducted by wanghadoo (2013) revealed that the ability of 

the farmers to repay for the loans they went for. The results show that on his findings 

59% of the yam farmers in the Sene District were able to pay for their loans within 

the stipulated time. This could be attributed to positive factors like access to off farm 

income, high yield obtained from the farm, high profitability of loan invested. 
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Figure 4. 1: Monthly Income  

 

Source: Author (2019) 

 

The Figure 4.1 above shows the relationship between percentage numbers of the 

clients offered the insured mortgage loan at CRDB Bank Plc and their monthly 

income which is a source of the loan repayment. 

 

4.5 Multiple Linear Regression Analysis 

The study conducted a multiple linear regression analysis to determine the 

relationship between independent variables and the dependent variable and the output 

are tabulated in the table below. Also, the adjusted R square, also known as the 

coefficient of multiple determinations, is the % of the variance in the dependent 

variable explained uniquely or jointly by the independent variables.  

 

The model in the Table 4.4 shows adjusted R square of 86.4% and R figure of 93.1%. 

This indicated that 86.4% of the variation in loan is explained by independent 

variables which are interest rate, loan period and income in this case defaults on 

insured mortgage loans is the dependent variable. The coefficient of determination 

usually clarifies the extent to which changes in the dependent variable can be 

explained by the change in the independent variables. The three independent variables 



47 

  

that were studied (interest, loan period and income) explain 92.3% of the amount of 

the loan as represented by the Adjusted R square. 

 

Table 4. 4: Modal Summary 

Model R R square Adjusted R Square 

1 0.931 0.866 0.864 

a. Predictors: (Constant), Loan period, Amount, Interest 

Source: Author (2019) 

 

4.5.1 Relationship between Dependent and Independent Variable 

Table below shows that there is a relationship between dependent and independents 

variables. Therefore, monthly income, loan period and interest has effect on loan. 

 

Table 4. 5: ANOVAa 

Model Sum of Squares F Sig. 

1 

 

 

Regression 1,053,204,714,024,591,230.00 666.568 .000b 

Residual 86,375,515,232,942,816.00   

Total 1,139,580,229,257,534,080.00   

a. Dependent Variable:  loan balance. 

b. Predictor’s month income, loan period and Interest. 

Source: Author (2019) 

 

Table 4.6 below shows, the coefficient of intercept has a value (21748221.940) 

though it is insignificant at 95% confidence level that was applied in the analysis. The 

coefficient of interest rate (X1) is 301793.857 and is insignificant at 5% significance 

level. This means that it does not has any effect to the delay on loan payment.  Also 

coefficient of loan period (X2) is - 1652566.646 is significant at 5% significance 

level. This infer that a unit increase in the loan period process will decrease the loan 

payment by 1652566.646 unit other independent variables remain constant. Apart 

from that month income (X3) is -18.379 and is significant at 5% significance level. 

This entails that a unit increase in the monthly income will decrease the   loan 

payment by 18.379 unit other independent variables remain constant. 
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Table 4. 6: Coefficientsa 

Model Unstandardized Coefficients Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

1 (Constant) 21748221.940 63879325.450  .340 .734 

Interest (X1) 301793.857 3408187.270 .003 .089 .930 

Loan Period (X2) -1652566.646 640317.132 -.074 -2.581 .011 

Month Income(X3) -18.379 .568 -.927 -32.378 .000 

a. Dependent Variable:  Loan Balance 

Source: Author (2019) 

 

The above equation trustworthy that taking all factors into account (interest, loan 

period, and monthly income) constant at zero loan balance would be 21748221.940. 

The further findings of this study show that taking all other independent variables 

constant, a unit increase in interest will lead to a 310793.857 increase in loan balance. 

The p–value was 0.930 which is greater than 0.05 and thus the relationship was 

insignificant.  It was also indicated that a unit increase in loan period will leads to 

1,652,566.64 decreases in loan balance. The p-value was 0.011 which is less than 

0.05 and thus the relationship between interest rate and loan period was statistically 

significant. It was also found in the study’s findings that a unit increase in month 

income will leads to an 18.379 decrease in loan balance. The p-value was 0.000 and 

thus the relationship between month income and loan period was statistically 

significant. 

 

The result from this study indicates that loan period was contributed most to the loan 

payment balance.  The study conducted a multiple regression analysis so as to 

determine the influence of the independent variables on performance. The 

significance level of loan period, and monthly income were 0.011 and 0.000 

respectively i.e.  (p <0.05). These two factors were the most related factors for 

influencing loan payment. Interest rate with p = 0.930 was least related factors in 

influencing loan repayment. 
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CHAPTER FIVE 

 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

 

5.0 Introduction 

This section provides conclusion of the study together with various recommendations 

which include recommendations for each specific objective, recommendation 

regarding interest rate, loan period and Income of the borrower. 

 

5.1 Summary of Findings 

The study aims to investigate determinants of defaults on insured mortgage loans at 

CRDB Bank Plc. Azikiwe Branch. From our findings we have observed that interest 

rate, loan period and monthly income has effects on insured mortgage loans at CRDB 

Bank Plc using Azikiwe Branch. 

 

5.1.1   Overall Impact of Interest on Insured Mortgage loans  

By using person correlation test and linear regression analysis this study reveals that 

there was insignificant relationship between Interest Rate and Defaults on the Insured 

Mortgage Loan. The findings show that the overall average of interest rate was 18.35. 

Therefore, interest rate has no much effect to the payment of the Insured Mortgage 

Loan at CRDB Bank Azikiwe Branch.    

 

5.1.2 Overall Impact of Loan Period on Insured Mortgage Loan  

Results show that average time to pay out the loan is 13.27 years but 28 clients agreed 

that they pay out their loan after 9 years. The analysis from correlation analysis shows 

that there is negative correlation between Loan Period and payment of the Insured 

Mortgage Loan. In line with that, the findings from the multivariate regression model 

find that loan period has negative influence to the payment of the Insured Mortgage 

Loan. 

 

5.1.3 Overall Impact of Monthly Income on Insured Mortgage Loan  

Results show that 55% of clients has income range from 1,000,000/= to 5,000,000/= 
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and average Income for all clients was 5884712.214 /=. The analysis from correlation 

analysis shows that there is negative correlation between Monthly Income and 

balance of the Insured Mortgage Loan. This means that as monthly income increases 

the mortgage loan balance decreases when other factors remain constant. In line with 

that, the findings from the multivariate regression model find that Monthly Income 

has negative influence to the Defaults on the Insured Mortgage Loan. 

 

5.2 Conclusion 

The overall study results indicate that there was a significant relationship on loan 

period and monthly income this is because all items having p-values < 0.05. Based on 

these findings there is enough evidence that significant effect of loan period and 

Monthly income to the loan repayment for those who received loans from CRDB 

Bank Plc. Azikiwe Branch.  

 

Interest rate was found to be insignificantly influencing loan repayment. This is 

however, contrary to the literature where interest rate has positively influence the loan 

repayment. So, this factor may need further research to examine whether it affects 

loan repayment by considering other factors that cause loan repayment to fail such as 

High Amount of loan, or unemployment and other related factors. 

 

5.3 Recommendations 

Based on findings of the study and conclusion thereof, it is recommended that; 

The bank should observe appropriate interest rate, loan period and monthly income of 

the borrower while processing the insured mortgage loan. This should be in line with 

building long term customer relationship which may reveal the inner character of 

borrowers before conclude decision to lend money inform of insured mortgage loan 

or any other type of credit facility. 

 

Specifically, loan period and monthly income has observed to influence insured 

mortgage loan balance negatively. The Bank should stress on the use of appropriate 

procedures during underwriting stage and enhance monitoring of the loan during the 

loan life time and proper assessment of the mortgage loan application.



51 

  

The study show that the mortgage market in Tanzania denominated by seven banks. 

This define low competitive conditions and power of the borrowers in negotiating 

better terms including interest rates and repayment period are dissolved. This 

situation does not drive financial institutions to be creative in innovating new 

mortgage products and services. The Government should encourage financial 

institutions to offer mortgage loan products through various simulations including 

enhancing capacity of Tanzania Mortgage Refinancing Company (TMRC) and 

addressing challenges in legal frameworks. Government should also help the 

mortgage market by increasing budget in land survey in order to enable more 

customers of financial institutions to qualify for mortgage loan products. The 

Government of Tanzania is also advised to use tax benefit to encourage more people 

participating in mortgage financing and hence enabling them to own better homes.  

 

Financial institutions in Tanzania should train their lending officers and sensitize 

customers. Staff should be trained to acquired adequate knowledge on convince 

customers and assessing loan applications pertaining to mortgage financing.  

Financial intuitions should also emphasis on compliance with regulatory requirements 

and internal policies within respective institutions. In order to achieve better 

performance of the insured mortgage loans the mortgage lenders should invest in the 

following areas, 

 

5.3.1 Assessment of the Mortgage Loan Application  

Mortgage lenders in Tanzania should invest resources, time and manpower in depth 

assessment of mortgage loan applications covering risk of the borrowers, employers, 

property sector performance and the overall economy of Tanzania. This assessment 

will help the lenders to identify different risks at the earlier stage and come up with 

mitigations for acceptable risk profile and decline applications with high risk 

matrices. As the more effort are devoted at this stage the lenders will make 

constructive decision on the mortgage loan applications. Basically most of mortgage 

loans which are not repaid timely (default) is because of the failure of the lenders to 

identify potential risks at this stage.  
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The financial institutions should also observe that risk profile of the clients are 

changing with time, same client with low risk profile today or during application 

stage may have high risk profile after decision to lend money or utilize the requested 

insured mortgage loan. Based on this there is a need of regular assessment of the 

borrower during the life time of the loan.  

 

5.3.2 Borrowers Assessment 

Assessment of the borrower is crucial assignment for the mortgage lenders. The 

borrower must be assessed (Custom Due Diligence-CDD) in order to determine 

source and legitimate of the income that will be used to service mortgage loan and 

ability of the income to service monthly instalment of the requested loan amount. The 

assessment must cover wider scope of the borrower including financial risk and 

character of the borrower.     

 

a) Assessment of the Demographic Information 

The demographic information such as education qualification, occupation, age 

of the borrower and marital status is good information for the borrower. In 

many cases this classification define character of the borrower, financial 

position, responsibilities and easiest of getting new employment in case the 

existing employer terminate the contract.  As an example an applicant like a 

lecture and medical doctor are likely to have good character and assurance of 

getting new employment. A married person with children is expected to use 

mortgage loan facility in accordance with the agreement compared to a single 

applicant of an age below 25 years.   

 

Misunderstanding between spouse influence default of the mortgage loan.  

This is mostly happen when one couple show interest to break the relationship 

and demand for distribution of wealth of the family. Ultimately payment of 

the monthly installments are ceased and the loan turn to default status. During 

application stage lender is advised to involve both couples and explain the 

consequence of not servicing the mortgage loan. 
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This is only a guideline, the character of individuals well determined after a 

longtime relationship.  

 

b) Assessment of the Financial Position of the Borrower 

Financial assessment include reviewing pay slip of at least three months. 

From the pay slip the lenders should assesses whether there are installments 

servicing another loan either from the employer or financial institutions and 

debt to equity ratio of the borrower. The existing regulations requiring 

monthly deduction should not go above 33% of the basic salary (Employment 

and Labour Regulations Act, 2004). Breach of this regulations attract penalties 

and incase the borrower default to pay the loan the lender will need to defend 

before the court the legitimate of the transaction in order the lender to exercise  

the right to dispose the property as a recovery strategy. For the corporate 

company looking for mortgage loan either for office building or rental 

purpose, the lender should review three years audited financial statements, 

management accounts and financial projections covering the entire loan 

period.  

 

Assessing performance of the previous loans advanced in favour of the 

applicant is another tool using to assess ability and redness of the borrower to 

service the requested loan. This is assessed by reviewing performance of the 

existing loans already approved by the lender requested to issue mortgage 

loan and loans extended by other lenders. By using pay slip requested above, a 

lender with application for mortgage loan will be able to identify existing 

loans approved by other lenders and applicant shall be requested to submit 

loan statement and referrer letters from the existing lenders. Other tool in this 

assessment is Credit Report from Credit Reference Bureau.  

 

Credit Reference Bureau is a company or agency that collect and maintains 

data of the credit history of individuals or organization. In Tanzania there are 

two Credit Bureaus mandated by the Bank of Tanzania to collect and maintain 

credit information of customers which are D& B Tanzania and Creditinfo 
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Tanzania. This information is available for registered users (financial 

institution) subject to obtaining consents from the respective borrower. In 

Tanzania a lender is mandated by the Bank of Tanzania to check credit report 

from Credit Reference Bureau before approve any loan to the applicant. As 

usual breaching regulatory requirement attract penalty and it is reputational 

risk to the financial institution. 

 

The assessment will also check whether the requested loan amount plus 

customers contribution (optional) will be able to complete construction of the 

proposed house or purchase complete house. The amount of the mortgage loan 

can be determined from the Bill of Quantity (BOQ) for construction loan or 

valuation report for already developed house/property. A Bill of Quantity 

(BOQ) is a document used in construction sector that specify details of the 

construction projects including commercial and residential house and specify 

cost parameters.  Bill of Quantities are prepared by Quantity Surveyors and 

approved by Architect. 

 

It is essential to understand relationship between the cost of house and the 

requested mortgage loan because if the customer is proposing to develop or 

purchase house that is more costly than the requested and affordable mortgage 

loan it indicate that the borrower will for a long time pay monthly rental fees 

at the same time servicing the mortgage loan ultimately the facility will not 

perform as expected. This is a challenge for most borrowers as the monthly 

income for majority Tanzanians are relative low compared to actual cost of 

living. 

 

c) Assessment of the Employment Contracts  

The lender must take necessary action to assess nature of the employment 

contact (permanent or temporary). For the temporary contracts loan period 

must be limited within the length of the contracts. For a permanent employee 

loan period must be limited to the retirement period. In Tanzania the age of 

retirement is 60 years, this mean that the loan repayment should be structured 
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such that when the borrower reach an age of 60 years mortgage loan must be 

paid in full. The Financial Institutions are advised to contact employers 

directly to get customer’s information in order to avoid lending to ghost 

employees or real employees inflated their monthly salaries.  

 

During the year 2016 the Government of Tanzania initiated strategy to cut 

down recurrent expenses which include removal of non-lawful benefits from 

Public servants monthly pay and removing of ghost workers from 

Government Payroll across the country. Financial institutions in Tanzania 

hampered by this decision as it affected income of the borrowers, more than 

10,000 ghost workers were removed from Government Payroll (Citizen, 

2016). The lenders failed to smoothly recover monies advanced to these ghost 

employers and accounts are now classified as Non-Performing Loans and 

affected profitability of the financial institutions. 

 

d) Assessment of the Employer   

This is a fundamental step for mortgage loans advance to salaried employees. 

The mortgage market in Tanzania is dominated by employees receiving 

constant monthly salaries. This mean that performance of the mortgage loans 

(including other personal loans for salaried individuals) depends to the 

strength of these employers to pay salaries as per employments contracts. As 

this the case lenders must scrutinize sustainability and reputation of the 

employers while assessing mortgage loans. The assessment must involve 

financial performance of the employers, market reputation and relationship 

with stakeholders and performance of the sector they are trading. Employers 

with high staff turnover, delaying to pay monthly staff benefits and 

retrenchment history must be very well assessed while thinking to offer 

mortgage loans to its employees. Lenders should remember that mortgage 

loans are credit facilities with longer repayment periods such that decision to 

accept application from financially weak employers may affect their long-

term performances and affect profitability of the Company.  
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Prudently lenders are advised to engage employers in order for employers to 

commit in writing such as signing of guarantees requiring employers 

channeling monthly salaries to the accounts maintained by the mortgage 

lenders or directly deduct employees from monthly salaries and pay the 

lenders. In some cases employers are signing guarantees incorporating 

condition requiring the employer to settle the loan when the borrower 

terminated from the employment. This condition is more secure to the side of 

the lenders but most of the employer are not willing to sign such a clause. It is 

the decision of the lenders whether to bank on reputation of the employer or 

decline the application.  

 

e) Valuation of the Financed Properties 

When the mortgage loan issued in order to purchase the already developed 

property, the lender is supposed to undertake valuation of the property. The 

valuation concept is a simple check of the property under financing in order to 

find out how much it is worth and whether it is suitable to lend based on the 

particular property. The valuation process establish Market Value of the 

property and Force Sale Value and identify ownership of the title and locality 

risk. The Market Value is a value of the property that can be fetch at a best 

case scenario whilst Force Sale Value is a value of the property at a stressed 

condition. These values are established by professional registered valuers.  

 

In Tanzania Environment title ownership risk is mitigate by placing Title 

Search from Registrar of Titles (Ministry of Land, Housing and Human 

Settlement Development). The title search report show owner of the title/plot, 

size of the land and any encumbrance or charges registered by financial 

institutions. The locality of the plot or land is determined by assessing 

coordinates from Global Position System (GPS). A complete valuation report 

must include market and force sale values, title search and confirm location of 

the plot that the property will be developed or already developed. 
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The valuation is done in order to determine Loan to Value and ability of the 

financed property to secure the mortgage loan. As per existing Bank of 

Tanzania Regulations the fully secured loan must be covered by the value of 

the property by at least 125% of the Market Value i.e. Loan to Value (LTV) of 

80%. The mortgage lenders can strength this condition based on the risk of the 

client or project. Practically most of the lenders prefer Loan to Value ranging 

from 65%n to 75%.  

 

5.3.3 Control Disbursement of the Loan Proceeds 

This is a fundament control mechanism avoiding diversification of funds and mitigate 

development risk for mortgage loan issued to finance development of new house. 

 

a) Disbursement on Tranches (Multiple Disbursement) 

It is prudential for the lender to release funds or loan disbursement in trenches 

based on the stage of development of the financed house. For corporate 

mortgage loans which are normally large in size disbursement of the mortgage 

loan must be backed by invoice from contractors. The invoices must be 

approved by approved architect through architect certificate and must align 

with Bill of Quantities. The lending officers must also visit the financed 

property to verify progress of the project before subsequent disbursements. 

 

The above mechanism enable lenders to control misuse of the approved 

mortgage loans into another purpose that is not intended by the lender. 

Lenders will be able to assess if the funds already disbursed injected to the 

approved purpose by physical visit of the project and use of the valuation 

report prepared by professional valuers. In special cases and for very net 

worth clients this condition can be eased based on performance of the 

previous mortgage loans.   

 

The mechanism also helps the lenders to enhance security of the loan, as the 

project is taking place amount of money disbursed will be proportional to the 

value of the developed property. Note that for the mortgage loan intended to 
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purchase complete house or release equity for the property already developed 

by the borrower single disbursement is appropriate mechanism. This is 

because in this type of the mortgage loan there will be no development risk.  

 

Financial institutions participating in large property financing projects such as 

construction of high raised properties are advised to have department which 

will be dealing with mortgage loans. The department must include multi-

disciplinary   professional such as finance and investment, architectures and 

valuers. This will enable the team to adequately analyses and challenge 

information submitted by the borrowers.   

 

b) Direct Disbursement to Suppliers  

Mortgage lenders should disburse loans directly to the suppliers of materials 

or contractors for a sizable mortgage loan. This is part of mitigation to the 

development risk as it avoid diversification of the loan to the purposes not 

intended by the lender. In this aspect lenders are also advised to assess 

credibility and capacity of the suppliers before decision to effect payment to 

the suppliers. Good suppliers of materials are known to the market and also 

can be assessed by market intelligence. In case supplier is located abroad the 

lender shall mitigate supply risk by issuing Letter of Credit and release 

payment after receipt of materials and customer (the Borrower) confirm the 

quality and compliance to the pre agreed the standard.  

 

The Letter of Credit is a bank guarantee issued by a bank upon the request of 

the buyer in favor of the seller (normally through an advising bank) and a 

payment at a sight or at a later stage against presentation of documents, which 

confirm to specified terms and conditions.  This is more strictly defined in the 

2007 of ICC Uniform Customs and Practice for Documentary Credit (UCP 

600), under which rules practically every letter of credit is issued. (Grath, 

2011). 
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Also there are other factors that determine default of insured mortgage loan 

such as misunderstanding between spouses, liquidity stance and termination 

of employment, these factors may be obtained by using primary data from 

clients of CRDB Azikiwe Branch. A comparative study may be done on the 

factors influencing insured mortgage loan behavior across all community 

Banks in Tanzania. We have observed some factors negatively and 

insignificantly influencing loan repayment behavior among borrowers. This 

finding may need to be further studied to provide in depth knowledge about 

the factors influencing insured mortgage loan. 

 

5.3.4 Monitoring Performance of the Mortgage Loans 

The profile of the borrower changes with time due to change of market conditions, 

financial position and other factors. Since the mortgage loan approved for long period 

the borrower is required to review the performance of the loan regularly.  The regular 

review for some lenders is document in the Credit Policy and Procedures celery 

explain after how long the loan must be reviewed.  

 

Because of the size of the loan for corporate customers it is good practice to assess 

the performance of mortgage loans annually and it is a practice for CRDB Bank Plc. 

The best practice mortgage loans are reviewed in every after 3 years. This include 

submission of valuation report of the financed property. However payment of the loan 

is monitored quarterly (every after 3 months).  

 

The monitoring exercise included reassessing payment ability of the borrowers, 

scanning market environment which may demand change of some conditions of the 

loan including extension or decrease of loan period and interest rates in order to align 

with new repayment ability of the borrower or changing market conditions. All the 

process above must be governed by the Credit Policy and Procedures and supported 

by the enhanced customer’s relationship.  
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5.3.4 Suggestions for Further Research 

This study focused on the selected independent variables of interest rate, loan period 

and income. There are other variables that may have equally important contribution 

towards defaults on insured mortgage Loans. Other studies should focus on other 

factors not considered in this study in order to determines how they are affecting 

defaults on insured mortgage Loans.  

 

 

 

 

 

 

 

 

 



61 

  

REFERENCES 

 

Akahege, B. (2011). The determinants of Non- performing loans among commercial 

banks in Kenya. Unpublished MBA project. University of Nairobi. 

Bwahama, J. (2013, June 1). Tanzania has the fewest Bank Customers. The Citizen 

Bank of Tanzania. (2017). Tanzania Financial Stability Report. Dar es Salaam: 

Author 

Bank of Tanzania (2017): The Bank of Tanzania (BOT) has revised downwards the 

discount rate at which it lends money to banks to 9% from the prevailing 

12% with effect 7th August 2017. Retrieved October 15, 2018 from the 

World Wide Web: 

https:////www.bot.go.tz/FinancialMarkets/FinancialMarkets.asp#Interbank

MoneyMarkets 

Central Bank of Kenya (2011). Bank Supervision Annual Report. Nairobi: Kenya. 

Government Printer 

Ceccheti, G, S. (2008). Money, Banking and Financial Markets (2nd ed). London: 

McGraw-Hill Publishers. 

(Center for Affordable Housing Finance in Africa [CAHF], 2017). Housing Finance 

in Africa. 

(CAHF, 2016). Tanzania’s Housing Finance Market. 

Cooper, D.R. & Schindler, P.S. (2003). Business Research Methods. (8th ed). Boston: 

MA: McGraw Hill. 

Essene, R. S. & Apgar, W. (2007). Understanding mortgage market behavior 

(creating good mortgage options for all Americans). Massachusetts: Joints 

Center for Housing Studies, Harvard University. 

Foote, C.L., Gerardi K.S., Goette L., Willen, P.S. (2009) .Reducing Foreclosures. 

Papers presented at the meeting of NBER Macroeconomics Annual 

Conference. Boston 

https://en.wikipedia.org/wiki/Massachusetts


62 

  

Foote, C.L., Gerardi K.S., Willen, P.S. (2008). Negative Equity and Fore- closure: 

Theory and Evidence. Journal of Urban Economics. 

Gaitho, E, W. (2010). A Survey of causes of non-performing loans in Commercial 

Banks in Kenya. Unpublished MBA project. University of Nairobi.  

Gerlach, S., Peng W. (2005 March 30). Bank Lending and Property Prices in Hong 

Kong.     Paper presented at the meeting of the Centre for Economic 

Policy Research (CEPR). Hong Kong. 

Grath, A. (2011). The Handbook of International Trade Finance (2nd ed).London: 

Kogan Page Limited. 

Lautensack, M. (2007). Discover the Secrets of How to fund your Real Estate with 

private lenders. 

Kamomonga, A, L. (2013). The Efficacy of Housing Financing Schemes for the 

Development of Housing Sector in Tanzania. Unpublished MBA project, 

Mzumbe University. 

Kasumuni, L. (2017, July 21). NHC gets Shillings 4.5 trillion for Dar Project. The 

Citizen 

Kau, James B., Keenan D.C., and Walter J., 1993. Option Theory and Floating Rate 

Securities with a Comparison of Adjustable and Fixed Rate Mortgages. 

Journal of Business, 66(4). 595-617 

Knight Frank LLP (2017). Africa Report-Real Estate Markets in a Continent of 

Growth and Opportunity. London: Author. 

Kothari, C. R. (2004). Research Methodology: Methods and Techniques (2nd ed). 

New Delhi: New Age International (P) limited Publishers, 2004 

Management Approach (7th ed). New York: McGraw-Hill Publishers. 

Manani (2012). An assessment of alternative models of interest rate volatility in the 

bond market in Kenya. Unpublished MBA project. University of Nairobi. 

Medley, M. (2011). Mortgage Theories and How They Affect Foreclosures. 



63 

  

MLHHSD, (2009). Taarifa ya Mafanikio ya Utekelezaji wa Majukumu ya Wizara ya 

Ardhi Kwa Kipindi Cha Miaka Minne Kati ya Desemba 2005 Hadi 

Desemba 2009: Dar es Salaam. Government Printer. 

Muchugu, L. (2012). Effect of flexible Interest rates on the growth of mortgage 

financing in Kenya. Unpublished MBA project. University of Nairobi 

Mwakyusa, A. (2018, January 22). Tanzania Land Survey Remains Critical. Daily 

News  

Nachilongo, H. (2016, August 21). Full Report on Ghost Workers to be released by 

end of week. The Citizen  

Ngugi, R.W. (2001). An Empirical Analysis of Interest Rate Spread in Kenya. 

African Economic Research Consortium. 

Njoki A.K. (2014). The Relationship between Interest Rates and Mortgage Default 

Rate among Financial Institution in Kenya. Unpublished MBA project, 

University of Nairobi. 

Nzuve, S. (2012). The Relationship between House Prices and Real Estate Finance in 

Kenya. Unpublished research paper. University of Nairobi. 

Saunders A. & M. Cornet (2011). Financial Institutions Management: A Risk  

Saunders, A., & Schumacher, L. (2000). The Determinants of Bank Interest Rate 

Margins: An International Study. Journal of International Money and 

Finance, 19, 813-832. 

Tanzania Mortgage Refinance Company. (2017). Tanzania Mortgage Market Update. 

Dar es Salaam: Author 

Tanzania Insurance Regulatory Authority (2018). Annual Insurance Market 

Performance Report for the Year Ended 31st December 2017. Retrieved 

August 6, 2018 from the World Wide Web: https://tira.go.tz/annual-

reports  



64 

  

Tanzania Invest (2015): Tanzania Real Estate Sector Report: Booming Housing. 

Retrieved August 10, 2018 from the World Wide Web: 

https:https://www.tanzaniainvest.com/construction/realestate/tanzania-

real-estate-sector-report. 

The World Bank Group (2010): The Tanzania - Housing Finance Project - P117242 - 

Sequence No: 16 (English). Retrieved September 14, 2018 from the 

World Wide Web: 

http://documents.worldbank.org/curated/en/739121526949816251/pdf/Di

sclosable-Version-of-the-ISR-The-Tanzania-Housing-Finance-Project-

P117242-Sequence-No-16.pdf 

The World Bank Group (2017). Tanzania Economic Update. Washington. DC: 

Author 

The World Bank Group (2012). Measuring Financial Inclusion: The Global Findex 

Database. World Bank Policy Research WP 6025. 

The World Bank Group (2011). Developing Kenya’s Mortgage Market 

Zuren, M.D. (2016). Mortgage Loan Officer Success Guide. California: Create Space 

Independent Publishing Platform. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


