
Eradicating intra-regional trade 
financial obstacles in Africa

The role of Centrals Banks

Dr Alexis RWABIZAMBUGA
Chief Country Economist, African Development Bank

Zambia- a.rwabizambuga@afdb.org



Outline

1. Introduction

2. How and what do African countries trade with eachother?

3. Potential for trade expansion in Africa- The AfCFTA

4. Intra-regional trade- General Obstacles

5. Intra-regional trade financial obstacles

6. Summary- What should be done

7. AfDB support promotes intra-African trade



1. Introduction

• Economic literature suggests that trade, and intra-regional trade in 

particular, plays an important role in promoting economic growth and 

development: 

o Fosters large-scale capital investments and enhances economic efficiency, 

o Provides a useful platform for improving competitiveness of national enterprises.

1.1 Generally on trade
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1.2 Potential Benefits of Increased Integration

Most of intra-African trade takes place among countries within sub-regions (mostly in the East 
African Community and the Southern African Development Community) and not between 
regions.

A recent study of the World Bank found that a 1% increase in the weighted growth rate of 
intra-regional partners is associated with an increase of 0.11 in domestic growth (World Bank, 
2018).

Increased 
integration 
would bring 
important 
benefits. 



• The last three to four decades - significant 

growth in the formation of regional and sub-

regional economic groupings for the principal 

objective of promoting trade at the regional 

and sub-regional levels.

• As a result, intra-regional trade has 

expanded, but modestly.

1.2 Growth in the formation of regional and sub-
regional economic groupings
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1.3 Intraregional Trade growth in Africa (Percent of GDP 1980-2016)

Regional exports have increased from 6% of total exports in 1980 (1% of GDP) to 20% in 
2016 (4% of GDP)



Source: BCG Pioneering One Africa
(2018)

Source: BCG Pioneering One Africa, p. 7 (2018)

1.4 Movement of capital, goods and people



2. How and what do African countries 
trade with eachother?



ELEMENT 07

Largest Importers

Other Major Exporters

Largest Exporter

Total value of exports

Intra-African exports 17.6% of Africa’s total exports

$65 billion

South Africa (35.4%)

Nigeria (7.7%) and Egypt (4.7%)

South Africa, Namibia and Botswana

2.1 Overall picture



2.2 Trade in goods

Source: Intra-Africa Trade Profile, TRALAC (2017)



50.2%

25.8%

68.5%

52.3%

17.7%

8.8%

17.8%

2.3 Intra-regional trade flows: Positive correlation btn intra-regional trade and development

Source: WTO International Trade Statistics 2015 11
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3. Potential for trade expansion in Africa

The AfCFTA and its expected impact



55 Members of the African Union
Representing all countries on the African continent

US$2.5 trillion
Cumulative GDP 

8th largest economy in 

the world

1 billion
Combined population

3.1 Africa in numbers
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3.2 The AfCFTA builds on the RECs and provides a common framework to govern intra-African
trade (Art.20)

• A single market for goods, services, and movement of persons (Agenda 2063)

• A liberalized market for goods and services through successive rounds of negotiations.

• In the event of any conflict and inconsistency between the AfCFTA and the RECs, the AfCFTA shall
prevail.

• However, should regional trading arrangements and custom unions provide higher levels of regional 
integration among the REC members, they shall maintain such higher levels of integration among
themselves. 

Source: BCG Pioneering One Africa, p.5 (2018)



Establishment
, Objectives, 

Principles and 
Scope

• Create a single market for goods, services and movement of persons

• Create a liberalized market for goods and services through successive rounds 

of negotiations

• Lay the foundations for the establishment of a Continental Customs Union

• Enhance competitiveness

• Promote industrial development

• Resolve challenges of multiple and overlapping memberships

3.3(i) AFCFTA- General Objectives



Establishment
, Objectives, 

Principles and 
Scope

• Progressive elimination of tariffs and non-tariff barriers to trade in goods

• Progressive liberalization of trade in services

• Cooperation on investment, intellectual property rights and competition policies

• Cooperation on trade-related areas

• Cooperation on customs matters and trade facilitation

• Design of a dispute settlement mechanism

3.3(ii) AfCFTA- Specific objectives



3.4 Impact of the AfCFTA

• Accelerate growth through a competitive continental market.

• Allow Africa to be more competitive in global trade and value chains.

• Allow industries to develop across borders economies of scale for investors as they look at wider 
integrated markets.

• Foster inter-firm competition, raise intra-firm productivity, and support growth of small and medium 
enterprises and large African conglomerates.

• Help eliminate monopoly positions while enhancing cross-border spillovers between coastal and 
landlocked countries.

• Improve regional security, since the expansion of international trade often correlates with a reduced 
incidence of conflict.



Scenarios Estimations

SCENARIO 1: Removal of tariffs on intra-African trade 

with adopted rules of origin

0.1 percent increase in net real income for the continent 

and a gain of $2.8 billion 

SCENARIO 2: Extending the CFTA to removing the ad 

valorem tariff equivalents of nontariff barriers on goods 

and services on an MFN(Most-favored-nation (MFN)
basis 

Increases the total real income gains 13-fold, for a 1.25 

percent increase in net real income, or $37 billion 

SCENARIO 3: Adding implementation of the TFA ( Trade 

Facilitation Agreement), also on an MFN basis

Estimated aggregate real income gain of 3.5 percent, or 

some $100 billion 

SCENARIO 4: Adding an increase in market access in 

other developing countries to the domestic reform agenda 

Increase the gains from implementing the TFA to 4.5 

percent of the continent’s GDP, or an additional $31 

billion, bringing the total gain to $134 billion 

3.5 Expected Gains



4. Intra-regional trade- General Obstacles

19



4.1 Trade Challenges- Geographic Fragmentation
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4.2 Trade Challenges- Logistical Fragmentation
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4.3 Trade Challenges- Governance fragmentation
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4 . 4  S u b - r e g i o n a l  Tr a d e   I n t e g r a t i o n - Governance Fragmentation

Africa has 8 
regional economic
communities
RECs) and 7 
regional trade-
related
organizations.
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5. Intra-regional trade financial obstacles
and what should be done
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5.1 Low financial depth and limited capital markets 

• Financial systems vary considerably in structure between countries. 

• A financial sector in a most African countries will be dominated by a small number of 
commercial banks serving the government and the mainly urban corporate and wealthier 
household sector, with some microfinance institutions (MFIs) increasing outreach into rural 
areas. 

• Many African banks are unable to support intra-regional trade as a result of weak capital 
base, limited knowledge and experience in managing African counter-party risks, and limited 
correspondent banking relationships amongst them.

• The insurance market will be limited and capital markets very shallow. 
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Formal sector 

 Government
 State-owned enterprises
 International corporation
 Large national companies 
 High net-worth individuals 
 Medium to large enterprises
 Formally employed individuals

Informal sector 

 Small-scale enterprises
 Microenterprises 
 Informally employed individuals 

Smallholder farmers 
 Women and youth 
 The very poor 

Formal sector 

 Central bank 
 Commercial banks 
 Regulated MFIs 
 Insurance companies
 Pension funds
 Other non-bank financial 

institutions (NBFIs) 

Informal sector 

 Money lenders 
 Trader-lenders
 Informal savings and credit 

associations (SCAs) 
 Friends and family 

Semi-formal sector  

 Unregulated MFIs 
 Saving and loan groups  
 Cooperatives  
 Credit unions 
 Non-governmental organisations

(NGO) projects 
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5.2 Interaction of the financial sector and the real sector- A regulatory challenge 

Financial Sector Real Sector

26



5.3 Multiplicity of currencies and cumbersome exchange rate arrangements

• The multiplicity of currencies and cumbersome exchange rate arrangements that 

exist in Africa also add to the cost of doing intra-African trade business. 

• Many currencies in Africa are not convertible and as a result, payment obligations 

have to be settled in either dollars, euros or other preferred international 

currencies.
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5.3 Limited correspondent banking relationships amongst African banks

• Given the very limited correspondent banking relationships amongst African banks, intra-
African trade payments pose enormous challenges to traders, with the payment for most 
intra-African trade deals routed through financial capitals in the West. 

• The absence of correspondent banking relationships means successive transfer of funds 
and high intermediation costs. 

• It has also been observed that availability of international finance in support of intra-
African trade is also limited due to the fact that most international banks prefer to 
finance north-south trade rather than south-south trade.
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5.3 e.g Top confirming banks

10.2%

8.9%

8.0%

6.8%

4.6%

3.3%

2.4%

Commerzbank

Citibank

Standard Chartered Bank

Deutsche Bank

UBAF

Natixis

Société Générale



5.4 stringent lending conditions

• stringent lending conditions and high interest charges tend to limit the access of African 
traders to domestic credit needed to facilitate intra-regional trade. 

• There is very little use of Letters of Credit with most small-and-medium sized intra-
African trade deals done on “advance payment” or “cash-and-carry” basis.

•

• This situation arises from the fact that most African exporters have very limited or no 
information about the creditworthiness of their African buyers and therefore cannot 
afford to take their direct payment risks. 

• As a result of the above financing and payment constraints, many good transactions that 
could have contributed to raising the level of intra-African trade are abandoned.
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5.5 Lack of market information/knowledge

• limited market knowledge/ human resource capacity to identify and utilize new trade 
opportunities available in the continent;

• Absence of credible national export strategies- policy initiatives intended to boost intra-
regional trade are designed and implemented (by politicians) without any input or direct 
involvement of private sector agencies who are actually expected to spearhead the 
desired expansion in intra-African trade.
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5.5. Financial markets across regions tend to be week and disintegrated.

• Need to harmonize financial policies and legal, regulatory and payment infrastructure;

• Need for increased dialogue and enhanced collaboration among key stakeholders;
o This would facilitate the interlinking of payment systems for cross-border money transfer (cross-

listing and cross-trading of stocks) and set the tone for a regional stock exchange (eg. BRVM 
(WAEMU’s regional Stock Market)-Ghana-Nigeria in West Africa).

o Mobile banking financial services is growing steadily across the continent (especially in the East) 
however some constraints exist such as:

Regulatory adjustment to facilitate increased competition and encourage innovation

Non-digital microfinance institutions need to be transformed to digital systems

Ensure greater consumer protection; and 

Invest in technological infrastructure.
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6. In summary- What needs to be done

1. Ensure a conducive macroeconomic environment ( Macroeconomic convergence…);

2. Provide a supportive monetary policies (Convertibility of currencies, stable and reasonable 
interest rates);

3. Establish innovative regulatory frameworks for banks as well as other financial institutions to 
fully integrate and provide an enabling environment to all financial institutions (Enhance
ecosystem collaboration- Blockchain/Fintechs)

4. Strengthen the capacity of local banks;

5. Increase access to finance for SMEs;

6. Establish, and/ or streamline payment systems and ensure and settlement systems Integration;

7. Scale up efforts to ensure financial inclusion;

8. Support collection and dissemination of real time market information on trade across the 
content in support of African firms/ traders/banks, etc.;
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7. African Development Bank  supports promotion 
of intra-African trade

• Hard infrastructure: 

• Robust support to the development of transport infrastructure across the continent ( Road 
transport, rail and port development; and bridges);

• Supports under its regional funding window, the construction of trade corridors 
infrastructure.

• Soft Infrastructure:

• Supports construction of one stop border post

• Establishment of payment systems and settlement integration programs;

• Supports studies to inform national, and regional trade policies

• Trade Finance:

• Provides a variety of trade finance facilities to the private sector across the continent.

THANK YOU! 34


