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Foreword  

Financial stability can be defined as "an environment in which the financial system – which includes 

intermediaries, markets, and market infrastructure – is able to withstand shocks and the emergence of 

financial imbalances, thereby reducing the likelihood of disruptions in the financial intermediation process 

that are serious enough to significantly reduce the allocation of savings to profitable investment 

opportunities" (ECB, 2007)1. 

The Financial Stability Report is a semiannual Banco de Cabo Verde publication whose purpose is to 

identify, measure and analyze the current risks that affect the stability of the financial system in general 

and that of the banking sector in particular, as well as to recognize their growth trends and the associated 

challenges, in a timely manner, having in mind its role of serving as an instrument for communication with 

society in general and the financial system in particular.   

As regulatory and supervisory authority and, along with other players in the system (management body, 

supervisory body, external auditors, shareholders, employees, etc.), Banco de Cabo Verde ensures the 

proper functioning of the financial system, based on market stability, a necessary condition for economic 

growth. 

To achieve this objective, Banco de Cabo Verde fulfills its duties of regulating and supervising the financial 

system, sets and implements monetary and exchange rate policy and outlines strategies that promote the 

efficiency and effectiveness of payment infrastructures and means. This process requires the close and 

indispensable collaboration of various players, both national and international. 

The Financial Stability Report assesses and presents the main results of the analysis of the Cabo Verdean 

Financial System in 2015, highlighting its resilience to adverse shocks and financial imbalances, while 

simultaneously ensuring normal financial intermediation (collection and allocation of savings to the best 

business opportunities), solvency and liquidity of the system.  

The report consists of six chapters. In the first, – Macroeconomic and Financial Environment, – we do a 

brief analysis of the national and international macroeconomic and financial environments and their 

reflection on the national financial system. The second chapter – Indebtedness of the Non-Financial Sector 

– analyzes the debt of non-financial corporations and private individuals to the banking sector and capital 

market. In the third chapter, – Financial Sector’s Net Worth and Financial Position, – we focus on the 

relevant aspects in terms of risk exposure, profitability and solvency of institutions that make up the 

national financial system, especially the banking sector. Note that, whenever possible, when addressing 

risk, we do a comparative analysis with economic realities that are similar to Cabo Verde (Peer Group2), 

while taking into due account the methodological differences in calculating indicators. This chapter also 

includes stress testing of credit, market and liquidity risks and their impact on institutions’ solvency. The 

                                                           
1
https://www.ecb.europa.eu/ecb/tasks/stability/html/index.pt.html  

2
In the comparisons, we use information from island nations, namely Mauritius and Seychelles.  
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insurance sector is also briefly alluded to, with a description and analysis of its financial and prudential 

situation, with the securities market also being alluded to. The fourth chapter – Infrastructure and 

Regulation – presents recent developments in payment systems, analyzes its growth trends, and outlines 

key regulatory initiatives for the national financial system implemented in 2015. The fifth chapter – 

Financial Stability Risks – identifies potential risk factors that may affect the normal functioning of the 

financial system and its main financial intermediation duty. Finally, in the sixth chapter, – Financial 

Stabilization Strategies and Measures, – we list the main prudential policy measures and recommendations, 

so as to contribute to maintain financial stability. 

There are also four Boxes, with more theoretical and conceptual content: 

Box 1: Banks' Risk and Control Assessment System; 

Box 2: The importance of the compliance function for banks; 

Box 3: Macro-prudential supervision: origins, national experience and prospects; 

Box 4: The bill on the Deposit Guarantee Fund in Cabo Verde. 
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Executive Summary   

The external environment was relatively favorable in 2015, with signs of some improvement in the 

economic activity of the country’s main economic partners. 

The national economic activity’s growth rate showed signs of slowing down. However, there were favorable 

developments in consumer prices, improvement in the current account deficit, increases in money supply, 

migrants’ remittances and foreign reserves, and a reduction in the budget deficit. 

Notwithstanding the slight improvement in banking system solvency, strengthening the capital base is 

extremely important, on the one hand, given the uncertainties and risks still threatening the national 

financial system and, on the other hand, given the difficulties faced by shareholders in recapitalizing banks. 

Also, there’s the need to build a capital cushion to accommodate potential losses that have not yet been 

fully recognized. In simulations of stress situations, the banking system showed vulnerabilities in the event 

of credit risk materialization, given the high concentration of credit in certain economic sectors. 

In the credit market, there are signs, albeit timid, of reversal of the main trends observed in 2013 and 2014: 

a slight recovery in credit, a significant reduction in default levels, and an increase in the ratio of coverage 

of overdue loans by minimum regulatory provisions. However, default levels remain high. 

Banking sector profitability, as measured by Return on Assets (ROA) and Return on Equity (ROE) indicators, 

improved significantly to levels above those seen in the last four years, with the majority of banks, 

particularly the two largest ones, improving their return on equity levels. 

Short-term liquidity risk remained low, as in 2014, with credit institutions holding satisfactory net assets 

levels in their balance sheets. Structural liquidity risk remained equally low, as stable resources remained 

sufficient to support the credit volume. However, the still high concentration of funding vis-à-vis a small 

number of depositors continues to raise concerns. 

A more favorable external environment, contained domestic prices, increases in money supply, migrants’ 

remittances and foreign reserves, the system’s liquidity remaining at satisfactory levels, continued increase 

in banks' equity, a slight increase in the banking sector’s profitability and a significant improvement in the 

loan portfolio quality led to a slight reduction in financial stability risks.  

In the period under review, the insurance sector continued to show comfortable levels of technical 

provisions and solvency, despite the reduction in profitability. 

The activity in the securities market, in 2015, was marked by an increase in the overall volume of 

transactions in the primary market, with market capitalization reaching 38.3 percent of GDP. 

In turn, the payment system continued to ensure transaction settlement under fast, safe and cost reducing 

conditions. 
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By strengthening regulation and its active supervisory role, Banco de Cabo Verde continued to fulfill its 

mandate of ensuring institutions’ robustness and financial system stability. 
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External environment slightly favorable over the course of 2015 

The external environment remained slightly favorable over the course of 2015, although global economic 

activity slowed, benefiting developments in the external demand for the national economy and private 

transfers to support family and offsetting, to some extent, some internal inflationary pressure. 

The exceptionally accommodative financing conditions in the Eurozone helped to improve the economy's 

performance, in a context of some relief in the consolidation policy, while in the US, the Federal Reserve 

continued the gradual normalization of monetary policy, having, in December, raised its benchmark rate 

(from 0-0.25 to 0.25-0.50 percent) for the first time in a decade. 

Slowdown in the national economic growth rate in 2015 

Quarterly national accounts estimates produced by the National Statistics Institute suggest real growth was 

around 1.5 percent in 2015, supported by the recovery in housing and catering, agriculture, and taxes net 

of subsidies. National economic growth slowed, however, compared to 2014 (1.9 percent growth). This 

performance was, to a large extent, the result of contraction in construction, telecommunications and 

postal services, trade and the manufacturing industry, on the supply side. On the demand side, the weaker 

performance resulted from the contraction in investments, mainly related to constraints in implementing 

the "Casa para Todos” (A Home for Everyone) program, slower implementation of projects financed by 

foreign direct investment, and decreased Central Government investments. 

The demand indicators accompanied by Banco de Cabo Verde suggest a negative contribution of domestic 

demand to growth in 2015, which was surpassed by the positive contribution of net external demand 

(mainly as a result of reduced imports of goods and services). 

Favorable developments in consumer prices 

In April 2015, average annual inflation reversed the downward trend, standing at 0.1 percent in December3. 

The effects of falling energy and non-energy commodity prices on international markets and producer and 

consumer price indices in the country's main supply markets largely offset the upward trend in the prices of 

domestically produced food products (due to the 2014 drought and the pressure exerted by the increase in 

the value added tax rate from 15 to 15.5 percent in various classes of goods and services), favoring the real 

household gross disposable income in Cabo Verde. 

Increased money supply resulting from the improvement in the country's net external position and 

increased credit to the economy  

Money supply, M2 aggregate, grew 5.9 percent (7.3 percent in 2014), due to the accumulation of net 

external assets and recovery in credit to the economy. 

                                                           
3
 In early 2016, consumer prices resumed their downward trend, with annual average inflation standing at -0.1 

percent in February 
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The performance of the country's net external assets reflected the increase in net international reserves 

and banks' investments abroad, in the context of an increasingly accommodative monetary policy. 

Credit to the economy grew, mainly due to the growth in public companies' debt stock. The recovery in 

credit to the private sector was mainly the result of financing for construction/home purchase, as well as 

the financing of consumption. 

Improved current account deficit, increased migrants’ remittances, significant increase in external 

reserves and reduced budget deficit 

The current account deficit declined by more than 50 percent, reflecting, on the one hand, reduced imports 

of goods and services and, on the other hand, increases in migrants’ remittances (20.1 percent), official 

transfers ( 45.1 percent) and gross tourism revenues (3.3 percent). 

In the financial account, foreign direct investment and net foreign public debt disbursements reversed the 

growth trend, reducing by 13.4 and 45.6 percent, respectively, in 2015, while banks increased their net 

external assets by about €20 million. Nevertheless, given the significant reduction in the country's financing 

requirements, net international reserves increased by around 32 million euros, enough to ensure more 

than six months of imports of goods and services in the year.  

The budget deficit reduced by 44.8 percent, going from 7.5 percent of GDP in 2014 to 4.1 percent in 2015, 

as a result of increases in tax revenues (12%), other revenues (25%) and grants (19), as well as a 24 percent 

reduction in non-financial assets purchases. 
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Slight increase in total debt of non-financial corporations and individuals 

Loans to non-financial corporations4 and individuals increased by 3.5 percent in 2015 over the previous 

year, reaching 64.9 percent of GDP. The reduction in the private sector’s5 internal financing costs, 

notwithstanding the criteria for approving loans to non-financial corporations becoming stricter, 

contributed to boost the demand for credit. 

Graph 1 - Loans to non-financial corporations and individuals 
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Source: Banco de Cabo Verde 

In the non-financial corporations segment, the increase was around 4.6 percent, representing an overall 

balance of 32.9 percent of GDP.   

Graph 2 - Loans to non-financial corporations 
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Source: Banco de Cabo Verde 

Structurally, the main debtors are companies linked to "Trade, Restaurants and Hotels," "Business 

Services,6" "Transportation and Communications," and "Social and Personal Services," which together 

                                                           
4
 Public and private non-financial corporations 

5
 Lending interest rates reduced by 0.51 percentage points in annual average terms 

6
 In 2015, 86.1 percent of the transactions entered under this item relate to real estate transactions 
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account for 79.8 percent of loans to non-financial corporations. The following graph shows the sectoral 

distribution of loans to non-financial corporations. 

Graph 3 - Distribution of loans to non-financial corporations 
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Source: Banco de Cabo Verde 

In terms of growth, we highlight the significant increases in "Transportation and Communications" (20.6 

percent) and "Manufacturing Industries" (14.2 percent). "Social and Personal Services" and "Trade, 

Restaurants and Hotels" saw growths, albeit modest, of 4.7 and 2 percent, respectively. 

However, the "Construction and Public Works" sector saw a significant reduction (6.6 percent) in credit, 

which is due to some loans being repaid in kind, as well as the still high level default in the sector. The 

"Electricity, Water and Gas" sector also experienced a reduction (13.1 percent). 
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Increase in companies’ demand for financing  

In an environment characterized by more favorable economic developments in 2015, some relief in terms 

of corporate financing (although the criteria for approving loans became stricter), reduced default, while 

remaining at high levels, the demand for short and long-term corporate loans increased, mainly driven by 

greater debt restructuring and working capital needs, as well as the financing of inventories and 

investment. 

In the capital market, private debt was issued related to three public companies in the transportation, 

construction and pharmaceuticals marketing sectors.  

Slight increase in loans to individuals 

With the improvement in household gross disposable income, given the increases in migrants’ remittances 

(21.8 percent) and social benefits (8.8 percent), as well as positive developments in prices, together with 

reduced financing costs, the demand for short-term loans by individuals increased. 

Individuals' indebtedness increased slightly (2.5 percent), with a 2.2 percent growth in the "Housing" 

component, which accounts for 35 percent of total credit to the economy and the largest portion of credit 

to individuals (70 percent of the total). According to a survey of banks in 2015, the criteria for granting 

mortgage loans did not change significantly compared to 2014. Likewise, the factors that influenced the 

criteria adopted remained broadly practically unaltered. 

Graph 4 - Loans to individuals 
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Source: Banco de Cabo Verde 

Loans for "Other Purposes," which refers to the financing of consumption, particularly consumer durables, 

saw a significant increase (3.1 percent). In this segment, considered to be high risk, the credit granting 

criteria also remained unchanged, according to the banks' survey. However, the expectations regarding 

economic activity in general inhibited less restriction of the applied criteria. Regarding loan approval 

conditions, there was a decrease in the tightness in the spread applied to medium risk loans. 
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3.1 Banking sector  

3.1.1 Activity, developments in aggregate balance sheet and income 

Positive developments in banking activity despite the slowdown in the economic growth rate 

The activity in the banking sector, as measured by total net assets, showed positive developments 

compared to the previous year, with the aggregate balance sheet amounting to 209.3 billion escudos 

and the growth rate standing at 5.9 percent, more than double that of 2014 (2.4 percent). 

It should be noted that, despite the slowdown in the national economic growth rate in 2015, the 

banking activity showed a slight increase (3.2 percent) in credit and a 6.8 percent growth in deposits, 

albeit less than in the previous year (9.3 percent in 2014). 

Graph 5 – Main asset items 
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Source: Banco de Cabo Verde 

Slight credit growth and progressive increase in investments in financial institutions reflect 

institutions’ continued preference for investments in lower risk assets 

The credit granted by the national banking system saw a timid growth, however, showing signs of a 

reversal of the slowdown trend that occurred in 2014. Despite the slight increase, the weight of net 

credit in total net assets remains close to the level seen the previous year; that is, it stood at 51.6 

percent (50 percent in 2014). 

The weight of the securities portfolio stood at 17.8 percent, remaining roughly at the same level as in 

the previous year (18.2 percent), while "Cash and Deposits" decreased by 3.5 percentage points. On 

the other hand, "Investments in financial institutions," that is, in more liquid and lower risk assets, 

increased their share in total assets by 4.6 percentage points, to 19.6 percent (15 percent in 2014). It 

should be noted that approximately 63.6 percent of "Investments in financial institutions" are made 

in the country, mainly in Central Bank securities (Monetary Intervention Bills - TIM and Monetary 

Regularization Bills - TRM) and overnight investments, and 36.4 percent abroad. 



 Chapter III – Financial Sector's Net Worth and Financial Position  

 
 

 
Banco de Cabo Verde – Financial Stability Report 2015 20 

 

Significant increase in "Non-current assets held for sale" and "Other assets" reflects the ongoing 

process of resolving non-performing loans through payment in kind 

"Non-current assets held for sale" and "Other assets" totaled 9 billion escudos in 2015, having 

significantly increased their weight in banks’ balance sheets, from 2.7 percent in 2014 to 4.3 percent 

in 2015. The two items incorporate the value of assets received to repay loans, so their 

developments reflect the continuous process of resolution of credit in default and the receipt of 

assets pledged as collateral, against these credits. 

In 2015, the value of assets received as payment in kind amounted to 4.9 billion escudos (2.4 billion 

escudos in 2014), accounting for 54.7 percent of the total of those items and 2.4 percent of assets 

(1.2 percent in 2014). 

Table 1 - Assets received as payment in kind 

Gross value Impairments Net value Gross value Impairments Net value Change

Total 2 546 108 2 439 5 321 392 4 929 2 383

Weight in total assets 1,2% 2,4%

2014 2015

Assets received as payment in kind (million escudos)

Banking system

 

Source: Commercial banks’ annual report and accounts 

In terms of liabilities, we highlight the growth of deposits, the main source of funding. They 

amounted to 171.4 billion escudos, a growth of 6.8 percent over the same period the previous year. 

These developments are due to the growth in demand deposits (plus 5.8 percent) and term deposits 

(+18.4 percent). Together, these two sources of funds account for more than 94.5 percent of 

financing to the banking sector, which makes banks’ funding structure more stable. 

Graph 6 - Main liabilities and equity items 
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Source: Banco de Cabo Verde 

Deposits by emigrants account for 33.3 percent of bank funding, having totaled 57 billion escudos, 

compared to 52.8 billion escudos the previous year; that is, a year-on-year change of 8.2 percent. 
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Profit growth derived mainly from developments in net interest income, net fees and commissions 

and other operating income 

Net profit for the year stood at 751.3 million escudos, an increase of 283.9 million escudos over 

2014. The recovery in net profit was mainly the result of positive developments in net interest 

income, mainly due to the increase in interest and similar income (plus 6.5 percent), which offset the 

increase in interest costs (+ 3 percent) the most, as well as growths in net fees and commissions and 

other operating income (both by more than 12.2 percent). 

Net interest income grew 482.3 million escudos, a 10% increase. Operating Income reached 7.3 

billion escudos, against 6.7 billion escudos in 2014, having grown 8.1 percent. 

The banking sector remains highly concentrated, with two systemically relevant institutions 

The banking sector in Cabo Verde remains highly concentrated, with two dominant institutions in the 

credit and deposit markets. 

The concentration in the banking sector, as measured by the Hirshman and Herfindahl Index (HHI)7, 

is quite high, despite the downward trend observed in recent years. 

Table 2 - HH Index 

Dec-11 Dec-12 Dec-13 Dec-14 Dec-15

Value Value Value Value Value

HHI - Credit 2 942,0 2 835,1 2 769,0 2 762,0 2 745,7

R1 (*) 0,42 0,41 0,40 0,40 0,39

R2 (**) 0,72 0,70 0,69 0,69 0,69

(*)    Concentration index in relation to the largest bank in CV.

(**) Concentration index in relation to the two largest banks in CV  

Source: Banco de Cabo Verde 

In December 2015 the HH index reached 2,745.7 points, which shows a high banking concentration. 

The two largest banks in the national financial system together hold about two-thirds of the total 

credit market share, which shows the continuity of the extreme concentration in the credit market.  

 

 

                                                           
7
The Hirshman-Herfindahl Index (HHI) is a measure often used to assess the banking industry’s concentration. 

This index is obtained by squaring the relative shares of each bank in the market and then adding the resulting 
numbers, and ranges from 0 to 10,000 points. If the HHI is between 1000 and 1800 points, the sector is 
considered to be moderately concentrated and, if it is above 1800 points, the sector is considered to be highly 
concentrated. 
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Graph 7 - HH Index of credit for the two largest banks 
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Source: Banco de Cabo Verde 

Bank concentration from the perspective of funding is still also high. The two largest banks hold a 

deposit market share of around 70 percent.  

Graph 8 - HH Index of deposits for the two largest banks 
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Source: Banco de Cabo Verde 

High banking concentration is an important feature of the national financial market. Given their size, 

as measured by the volume of assets, by the credit and deposit markets shares, the two largest 

national banks are considered to be Systemically Important Financial Institutions (SIFI). 
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3.1.2 Capital adequacy 

The solvency ratio in the Cabo Verdean banking system stood at 16.1 percent, up 0.5 percentage 

point from 2014 

Banks' eligible equity increased by 7.5 percent, standing at 15.6 billion escudos in 2015. Despite the 

4.4 percent growth in risky assets, this increase led to a slight growth (0.5 percentage points) in the 

solvency ratio, which stands at 16.1 percent; that is, 6.1 percentage points above the 10 percent 

regulatory minimum. 

The TIER I8/Risk-weighted asset ratio stood at 14.8 percent, translating into a 0.5 percentage point 

increase year-on-year. 

Graph 9 – Developments in Tier I, Tier II, Equity, Weighted assets and Solvency 

0

2

4

6

8

10

12

14

16

0

20 000

40 000

60 000

80 000

100 000

120 000

Dec-12 Dec-13 Dec-14 Dec-15

Tier I Tier II Eligible Equity

Total Weighted Assets Solvency (right scale) in%

%

M
ill

io
n

 E
sc

u
d

o
s

 

Source: Banco de Cabo Verde 

Credit risk weighted assets are the main risk assets in the Cabo Verdean banking system and account 

for 89.7 percent of all risks in the system, followed by those weighted by operational and exchange 

rate risk, which account for 10.1 and 0.2 percent, respectively. 

Graph 10 - Change in risk-weighted assets 
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Source: Banco de Cabo Verde 

                                                           
8
 Tier I corresponds to core capital, according to Notice no. 3/2007, dated November 19. 
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The majority of institutions had a solvency ratio above 12 percent, showing a noticeable 

improvement compared to 2014.  

Graph 11 - Frequency distribution for the solvency ratio 

 

Source: Banco de Cabo Verde 

Although the national banking system’s solvency is 6.1 percentage points higher than the regulatory 

minimum and has increased compared to the previous year, the average level remains below that 

seen in similar economies. 

Graph 12 - Solvency: international comparison 
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Source: IMF and Banco de Cabo Verde 

 

3.1.3 Asset quality  

Credit is the main asset of banks, accounting for 51.6 percent of assets. 

The loan portfolio quality showed a slight improvement over the previous year, mainly as a result of 

the resolution of non-performing loans, with the receipt of assets as payment in kind. 
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The overall default level, as measured by Circular No. 150, dated December 28, 2009, stood at 13.3 

percent, compared to 14.3 percent in 2014, having reduced by one percentage point. 

Calculated by the IAS/IFRS9 criterion, the impairment level stood at 16.5%, compared to 18.7% in 

2014, an improvement of 2.2 percentage points. 

The ratio of credit at risk10 was 19.6 percent, compared to 29.4 percent in 2014. 

Table 3 - Loan portfolio quality 

Portfolio quality indicators Dec-14 Dec-15 Change(pp)

Circular 150 14,3 13,3 -1,0

IAS/IFRS 18,7 16,5 -2,2

Credit at risk 29,4 19,6 -9,8

Provisions / Overdue loans (Circular 150) 68,4 73,9 5,5

Impaired Credit / Total Credit 18,7 16,5 -2,2  

Source: Banco de Cabo Verde 

Restructured loans, an important component of credit at risk, stood at 6 percent as a percentage of 

total credit, against 9.9 percent the previous year. 

Graph 13 - Credit at risk 
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Source: Banco de Cabo Verde 

Compared to most similar realities, the default level in Cabo Verde, as measured in accordance with 

Circular 150, is still clearly higher. 

 

 

                                                           
9
 IAS/IFRS – International Accounting Standards/International Financial Reporting Standards. 

10
 The new indicator adopted by Banco de Cabo Verde in 2012 has the advantage of being close to the 

International Monetary Fund’s (IMF) concept of Non-Performing Loan (NPL) and, thus, of credit quality 
indicators most used internationally. 
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Graph 14 - Overdue loans: international comparison 
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Source: IMF and Banco de Cabo Verde 

A peculiar feature of banks’ loan portfolio and one that is structurally an additional risk factor in Cabo 

Verde is the significant concentration of the loan portfolio in certain economic sectors and a limited 

number of counterparties. In December 2015, as in previous years, there was a high concentration of 

loans in the construction and housing sectors and companies related to tourism property 

development. 

Graph 15 – Banks’ exposure to the construction and housing sectors 
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Source: Banco de Cabo Verde 

The banking sector’s exposure to major risks continues to be high, exceeding ten percent of Equity – 

a level considered of high risk, due to the limited number of counterparties. 

Compared to 2014, the level of exposure to major risks, as a percentage of total credit, remained 

unchanged, with most institutions continuing to, as in the previous year, showing levels of exposure 

above 23 percent of total credit.  
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Graph 16 - Frequency distribution for the Major Risks/Total credit 
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Source: Banco de Cabo Verde 

National banks continue to show a high degree of exposure to a small number of counterparties, 

most of which are in the same sectors. A crisis in these sectors would potentially affect the entire 

national banking system, so the sectoral concentration of credit is a relevant factor of systemic risk. 

Compared to similar countries, the level of major exposures in Cabo Verde is higher than in the 

Seychelles, but still lower than in Mauritius.  

Graph 17 - Major exposures: international comparison 

 

Source: IMF and Banco de Cabo Verde 

Increased coverage of overdue loans by minimum regulatory provisions 

Due to the efforts made to establish provisions, coupled with the need to increase them by 

Supervision, the coverage of overdue loans increased from 68.4 to 73.9 percent. 

Table 4 - Coverage of overdue loans by minimum provisions 

Dec-14 Dec-15 Change (pp)

Provisions / Overdue loans (Circular 150) 68,4 73,9 5,5  
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Source: Banco de Cabo Verde 

In comparative terms, the coverage of overdue loans by minimum regulatory provisions is higher 

than in countries considered as belonging to our peer group. 

Graph 18 - Coverage of Overdue Loans by Provisions: international comparison 
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Source: IMF and Banco de Cabo Verde 

3.1.4 Profitability 

Return on Assets11 (ROA) stood at 0.4 percent (0.2 percent in 2014) and Return on Equity (ROE) was 

5.7 percent (3.5 percent in 2014). However, most institutions have a lower level of return on equity 

than the sector’s average. 

The increase in profitability reflects the 60.7 percent growth in the sector’s aggregate income in 

2015. However, it should be noted that the contribution of the two largest credit institutions was 

decisive for this profit level. 

Graph 19 - Frequency distribution for ROE 
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11

 For return on assets and return on equity, we used profit and minority interests before tax. 
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Source: Banco de Cabo Verde 

The domestic banking system’s profitability level, as measured by ROE, is clearly lower when 

compared to similar island economies. 

Graph 20 - ROE: international comparison 
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Source: IMF and Banco de Cabo Verde 

The cost-to-income ratio stood at 66.9 percent (72.5 percent in 2014) and fell by 5.6 percentage 

points, given that the growth in operating income was higher than that in operating costs, translating 

into a significant increase in bank efficiency. The indicator level was the lowest in the last four years. 

 

 

Graph 21 - Frequency distribution for cost to income 
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Source: Banco de Cabo Verde 
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3.1.5 Liquidity and financing 

Maintenance banks’ overall liquidity and funding framework 

With the deposit growth rate being higher than the increase in credit to the economy, there was, on 

the one hand, reduced transformation of deposits into loans and, on the other hand, an increase in 

the liquidity, Net Assets/Total Assets and Net Assets/Short-term liabilities ratios. 

Table 5 - Liquidity indicators  

Liquidity indicators Dec-14 Dec-15 Change (pp)

Net Assets / Total Assets 20,4 21,9 1,6

Net Assets / Short-term Liabilities 25,1 26,8 1,7

Deposits into loans transformation Index 61,5 59,5 -2,1

Without Securities

 

Source: Banco de Cabo Verde 

Developments in the ratios reflect the risk aversion and asset restructuring policy that has been 

observed since 2012, in order to reallocate the portfolio to more liquid and lower risk investments. 

Reduced transformation of deposits into loans resulted in an improved liquidity position, but it may 

also negatively affect profitability. 

 

Graph 22 - Loans, deposits and transformation ratio  
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Source: Banco de Cabo Verde 

The level observed in the liquidity indicators is lower than the indices seen in similar economies. 
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Graph 23 - Liquidity ratios: international comparison  

0

10

20

30

40

50

60

%

Net Assets/ Assets  

Mauritius (June 2015) Seychelles (September 2015) Cape Verde 

0

15

30

45

60

75

%

Net Assets/ Short-term Liabilities

Mauritius (June 2015)

Seychelles (September 2015)

Cape Verde  

Source: IMF and Banco de Cabo Verde 

Deposits increased by 10.9 billion escudos, representing growth of 6.8 percent, which is well below 

the 9.3 percent recorded in the same period the previous year. 

In this way, the banking system’s overall comfortable liquidity and financing position was maintained. 

 

Graph 24 - Major funding sources for the banking system 
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Source: Banco de Cabo Verde 

Both demand (5.8%) and term deposits (7.5%) saw significant growth, thus contributing to the 

continuous increase in financing to the banking sector. 
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Graph 25 - Growth and composition of deposits 
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Source: Banco de Cabo Verde 

In the deposits structure, term deposits hold a weight of 52.2 percent, while demand deposits 

account for 41.5%. 

Table 6 - Changes in the main banking sector funding streams 

Absolute change

Dec-14 Dec-15 (million escudos)
Deposits

        Demand 41,8% 41,5% 4 038,5 5,8%

        Term 51,7% 52,2% 6 447,9 7,5%

        Savings - loans 1,5% 1,5% 238,4 9,7%

Funds from credit institutions 5,0% 4,8% 218,3 2,6%

Financing Flows
As percentage of total

Change %

 

Source: Banco de Cabo Verde 

By entity, deposits by other residents and emigrants accounted, respectively, for 41.9 and 33.3 

percent. General government deposits, essentially deposits by the National Social Security Institute, 

accounted for 12.6 percent. 

Deposits by emigrants grew by 4.3 billion escudos (of which 55.4 percent are term deposits), at a rate 

higher than that of total deposits; that is, 8.2 percent. 
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Graph 26 - Growth of deposits by entity 
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Source: Banco de Cabo Verde 

The growth in customer deposits, particularly by emigrants and other residents, in a context of still 

unfavorable macroeconomic conditions, reflects the agents' continued confidence in the banking 

system. 

Banks’ funding structure, however, has high exposure to large depositors. In 2015, as in previous 

years, most institutions had high dependence on the 5 largest depositors, – mainly institutional 

depositors, – with more than 25 percent of total deposits. 

Graph 27 - Frequency distribution for the five largest depositors 
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Source: Banco de Cabo Verde 

A liquidity analysis through traditional liquidity indicators is complemented by an analysis of liquidity 

gaps by maturity. 
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Table 7 - Mismatches by maturity and liquidity gaps 

Mismatches by maturity and liquidity gaps
Spot - 1 

week

1 week  - 1 

month

1 month - 3 

months

3 months - 6 

months

6 months - 

1 year

Mismatches by maturity 18 023 1 245 -4 818 -11 296 -11 853

Accumulated mismatches 18 023 19 268 14 450 3 154 -8 698

Net assets 27 728 37 817 41 394 41 617 44 198

Volatile liabilities 1 086 1 912 4 251 7 679 11 308

Net assets - volatile liabilities 26 642 35 905 37 143 33 937 32 890

Liquidity Gap (%) - 2015 15,0% 21,5% 22,7% 20,8% 20,5%

Liquidity Gap (%) - 2014 13,1% 22,9% 22,0% 21,4% 22,0%

Liquidity Gap (%) - 2013 10,9% 10,5% 9,6% 9,4% 7,5%  

Source: Banco de Cabo Verde 

Based on information reported on December 31, 2015, on an aggregated basis, there were no 

significant changes in positive gap and coverage across all maturities, which means banks maintained 

a comfortable position as regards exposure to liquidity risk.  

 

Graph 28 – Trends in liquidity gaps 
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Source: Banco de Cabo Verde 

On average, liability remuneration cost stood at 2.85 percent, compared to 2.96 percent in the same 

period the previous year, a slight fall of 0.1 percentage points. These developments were partly due 

to increased money supply resulting from the monetary policy measures made at the beginning of 

the year.  

Most banks’ financing cost structure was very similar to 2014. 
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Graph 29 - Frequency distribution for financing cost 
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Source: Banco de Cabo Verde 

A combined analysis of the banking system's liquidity – based on liquidity ratios, an analysis of 

mismatches and liquidity gaps, the structure and growth of funding sources, and deposit costs – 

shows that, in 2015, the banking sector’s liquidity framework and funding capacity was maintained 

from the previous year. However, the high concentration vis-à-vis a limited number of depositors is 

an important funding risk factor. 

 

3.1.5 Market Sensitivity  

3.1.5.1 Exposure to interest rate risk in the banking book 

Interest rates on short-term banking transactions, whether lending or deposit, remained relatively 

stable in 2015. In loan operations of 181 days to 1 year, there was an average annual change of 0.312 

percent. In deposits by residents of 171 days to 1 year, the average annual change was 0.1 percent. 

After a sharp decline from 2012 to 2013, and a slight increase in 2014, Treasury Bills issuance rates 

once again dropped to levels close to those observed in 2013. 
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 Corresponds to the annual average standard deviation. 
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Graph 30 – Trends in interest rates 
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Source: Banco de Cabo Verde 

 

Interest rates in 2015 showed low volatility which indicates a low level of interest rate risk. 

Based on data from a set of six national banks, as at December 2015, assuming a change in short-

term interest rates of 200 basis points, in terms of the impact on net interest income, the results 

suggest a 6.6 percent change, on average. Although the impact is negative for some institutions, 

however, the reduction in net interest income would would be well below 20 percent, a limit 

considered critical. 

Graph 31 - Interest rate risk: impact on net interest income 
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Source: Banco de Cabo Verde 
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Given the composition of banks' balance sheets, where interest rate sensitive assets predominate 

over interest rate sensitive liabilities, the symmetric effect of the change – a reduction in interest 

rates in the same proportion – does not have a significant negative effect on net interest income for 

most institutions. Thus, it can be concluded that the impact of a change in short-term interest rates 

on the interest margin is insignificant and not potentially adverse for most institutions, although it 

may be of concern for some. However, the results should be analyzed with some prudence, given the 

specificities of each institution and the assumptions considered by them.  

3.1.5.2 Foreign exchange exposure 

In 2015, banks’ balance sheets exhibited a relatively low exposure to foreign exchange risk. Total 

“Exchange rate risk weighted assets” (VAPRT) represents less than one percent of total risk weighted 

assets, a level of risk considered low. 

The nominal effective exchange rate index of the escudo remained generally relatively stable 

throughout the year, notwithstanding the significant appreciation (13.613 percent) of the US dollar’s 

exchange rate. 

 

 

Graph 32 - Exchange rates for the escudo 
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Source: Banco de Cabo Verde 
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 Foreign exchange change between December 2015 and December 2014. 
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The net position in foreign currency showed a positive gap of 1.7 billion escudos, in December 2015, 

representing 11.5 percent of banks’ equity. 

 

Table 8 - Exposure in foreign currency and exchange rate shock 

Exposure to foreign currency and exchange rate shock Dec-14 Dec-15

Assets 19 749 22 261

Liabilities 21 334 20 468

Net position -1 586 1 793

As % of Equity -10,9% 11,5%

Chance of devaluation in 30% of domestic currency -476 538

Impact on Equity -3,3% 3,4%  

Source: Banco de Cabo Verde 

Given the positive and relatively low exchange rate exposure against Equity, coupled with the low 

volatility of the exchange rate index, the exchange rate risk appears to be low. In the event of a 30 

percent devaluation of the domestic currency, one estimates a 3.4 percent gain in equity. 

By comparison, foreign exchange exposure in Cabo Verde is much higher than in similar economies. 

Graph 33 – Net Foreign Exchange Exposure/Equity: international comparison 
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Source: IMF and Banco de Cabo Verde 

 

 

3.2 Capital Adequacy Tests 

Stress tests were conducted based on data for four banks in the system (representing more than 80 

percent of the total national banking system’s assets), and referring to December 2015, to examine 

banks’ resilience to the materialization of credit exchange rate, interest rate and liquidity risks, 

assuming that the resulting losses have a direct impact on equity (see Annex 4). 
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The results show the institutions’ high vulnerability to the materialization of credit risk 

Credit shocks 

In the event of the materialization of credit risk, the impact of losses is materially significant, with a 

significant reduction in the institutions’ solvency ratio, especially considering shocks in credit for 

housing, consumption and business support, social and personal services. 

The impact of losses in the event of shocks in tourism, construction and public works is moderate, 

given banks' reduced exposure to these sectors, due to the slowdown in credit granted to them, and 

particularly increased reception of payment in kind. 

Particularly relevant is the risk of exposure to a small number of counterparties, belonging to the 

same sector and in high amounts (sectoral concentration). The materialization of the risk of default 

by the three largest debtors would induce a large number of institutions to suffer significant losses in 

their portfolio and a significant reduction in the solvency ratio. In particular and materially relevant 

would be the effect on some institutions, whose solvency ratio would be reduced to levels below the 

regulatory minimum. 

 

Table 9 - Credit shocks results 

Situation at 12/31/2015

CREDIT RISK

Sectoral shocks

    NPL de 11 %  - Housing 13,1 -2,2

    NPL de 19,7 %  - Consumption 13,7 -1,6

    NPL de 32,2 %  - Tourism 13,7 -1,6

    NPL de 22,9 %  - Construction and Public Works 14,7 -0,5

    NPL de 53,3 %  - Trade 13,9 -1,3

    NPL de 32,2 %  - Business support, social and personal services 12,4 -2,8

    Concentration risk (bankruptcy of the 3 largest debtors) 10,5 -4,8

aggregate SR 

after shock 

(%)

Δ of SR (pp)

Aggregate Solvency Ratio (SR) 

(%) for 4 banks

15,3

 

Source: Banco de Cabo Verde 
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Exchange rate shock 

In the event of a 30 percent depreciation of the domestic currency, most institutions would record 

foreign exchange gains as a result of their positive net exchange exposure in foreign currency. One 

institution would suffer a loss, given its negative net foreign currency position, but it would be 

materially insignificant given its low foreign exchange exposure. 

 

Table 10 - Exchange rate shock results 

Aggregate SR 

after shock Δ of SR (pp)

EXCHANGE RISK

30% depreciation of domestic currency 18,4 3,2

 

Source: Banco de Cabo Verde 

 

Interest rate shocks 

Given interest rate risks, the test results vary according to the institution. However, they reveal the 

vulnerability of some, given their net external position and the differential of interest-rate sensitive 

assets and liabilities, in their balance sheets’ structure. However, the impact of losses, be it on 

solvency or in terms of net interest margin and equity, is limited. 

Liquidity shock 

Considering a hypothetical run on deposits for 5 consecutive days, with 15 and 10 percent daily 

withdrawals of term and demand deposits, respectively, 35 percent availability of liquid assets daily, 

and one percent capacity to turn non-liquid assets into cash daily, we note that most banks are 

resilient to run on deposits. Only one institution would show serious liquidity problems at the end of 

the second day.   

Overall assessment 

Notwithstanding the evidence of most institutions’ resilience to the materialization of exchange rate 

and liquidity risks, the test results generally confirm the institutions’ high vulnerability to credit risk, 

and in particular to sectoral concentration risk.  
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Box 1: Banks' Risk and Control Assessment System  

Risk-based supervision is the new paradigm of supervision. In this approach, in line with the new 

Basel Capital Accord, the supervisor's focus is on the nature and magnitude of banks’ risks and the 

quality of the associated control systems, with a view to imposing the requirement of equity being 

appropriate to each institution’s risk profile. In this way, prevention gains prominence as the main 

guiding criterion of supervision, to the detriment of the "traditional" approach, more reactive and 

based on compliance with the regulations. 

As part of institutional cooperation with the Central Bank of Brazil, initiated in 2012, Banco de Cabo 

Verde (BCV) developed a Risk and Control Assessment System (Portuguese acronym: SAR). Its 

implementation helps to adjust supervisory practices to the new requirements and enables a better 

assessment of each institution's risk profile, through a separate analysis of risks and associated 

management and control processes, aiming to ensure the correct identification of risks and controls. 

The conceptual framework for the risk and control assessment system is based on the 

recommendations of the Basel Committee and the Committee of European Banking Supervisors 

(CEBS) on risk assessment systems. SAR objectively determines the risks and controls to assess, based 

on quantitative and qualitative information, incorporating the various procedures that ensure the 

quality and consistency of the results. 

Determining each institution’s risk profile presupposes assessing the risks that emerge from the 

activities carried out (called intrinsic risks) and assessing the institution's internal management 

devices, which includes aspects related to organization and management and control processes 

implemented to mitigate the risks incurred.   

Risks that are intrinsic to the activities carried out by the institution are assessed separately from the 

controls established to mitigate such risks, since the latter do not influence the probability of 

occurrence of events that affect the institution’s financial condition, contributing, rather, to mitigate 

negative impacts that may arise from it. Thus, at the end of the process, what is known as "net risk” 

is determined: 

NET RISK = INTRINSIC RISKS mitigated by CONTROLS 

The net risk will always correspond to the residual risk after considering the controls’ mitigation 

effect (level of net risk actually incurred by the institutions). 

Risk assessment under this system covers ten different categories, both financial (credit risk, market 

risk, interest rate risk and exchange rate risk) and non-financial (strategic risk, reputation risk, 

operational risk, information technology risk, legal risk and money laundering risk). Analyzing the 

quality and soundness of the arrangements for internal corporate governance includes control 

categories, such as organization and management, as well as specific risk controls. 
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The main focus of a risk and control assessment system is to assist in identifying institutions that 

exhibit financial, operational or regulatory compliance weaknesses and that, therefore, require 

special attention by Supervision and/or signal a higher than normal degree of concern.  

SAR is expected to also contribute to facilitate comparison of results among functional areas and 

among institutions, assist in planning supervisory activities (determining the supervisory cycle), and 

thus promote the effective allocation of resources, through increased focus on institutions and areas. 

The application of SAR is planned for 2016 for the two largest banks in the system – Banco Comercial 

do Atlântico, SA (BCA) and Caixa Económica de Cabo Verde (CECV) SA. During the preparation of this 

report, its implementation was underway at BCA. 
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3.3 Insurance Sector 

3.3.1 Activity  

The contraction in economic activity in recent years, justified by the 2008 international financial 

crisis, had its effects on the insurance sector. Thus, for three consecutive years (2012, 2013 and 

2014), insurance production declined, growing again in 2015, although below the levels seen before 

the international financial crisis. 

The volume of direct insurance production grew by 6.2 percent from 2014. The positive 

developments in premiums were mainly due to the performance of the Life branch, which, despite its 

low share, grew by 42.4 percent. The Non-Life branch also saw positive developments in all 

components, except transportation. 

In the assets of insurers, total investments stand out, accounting for 62.9 percent of the assets, 

having suffered a slight reduction (1.6 percent).  

Graph 34 - Major asset items in the insurance sector 
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Source: Banco de Cabo Verde 

The weight of the insurance sector in the economy, as measured by the Premiums/GDP ratio, 

increased from 1.3 percent in 2014 to 1.4 percent in 2015, also reflecting the poor level of insurance 

penetration in the economy. 

In turn, the per capita premium estimated for 2015, resulting from the Premium/Resident Population 

ratio, was US$41.5, a decrease of US$6.3 compared to the previous year. The reduction in this ratio is 

due to the increase in the price of the dollar compared to the Cabo Verde escudo. 
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Table 11 – Insurance penetration and density rate 

Penetration Rate and Insurance Density 2014 2015

Rate of Insurance Penetration in the Economy (1) 1,3% 1,4%

Direct Insurance Premiums per capita in USD (2) 47,8 41,5
(1) Calculations are based on INE’s GDP estimates

(2) Calculations are based on INE’s population growth forecasts  

Source: Banco de Cabo Verde and INE 

On the liabilities side, the technical provisions for direct14 insurance and equity grew by 3.6 and 4.5 

percent, respectively, compared to 2014. 

Graph 35 - Main liabilities and equity items 
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Source: Banco de Cabo Verde 

 

3.3.2 Capital adequacy  

Comfortable solvency level 

The solvency level is a general solvency measure and corresponds essentially to insurance 

companies’ equity, thus being one of the financial guarantees intended to cover commitments to 

policyholders and other creditors. The solvency margin’s coverage rate was 401.8 percent, compared 

                                                           
14

Technical provisions for direct insurance correspond to future liabilities arising out of contracts, including 
provisions for unearned premiums, for insurance and life insurance operations, for claims and unexpired risks. 
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to 379.7 percent the previous year, remaining at a fairly comfortable level when compared to the 

legally required15 minimum. 

Table 12 - Solvency margin 

Solvency margin 2014 2015

1. Elements that make up the Margin 1 861 1 960

2. Amount of Margin to Establish 490 488

Solvency ratio (1\2), in % 379,7% 401,8%

(in million escudos)

 

Source: Banco de Cabo Verde 

Total technical provisions to cover future liabilities increased slightly (3.6 percent) from the previous 

year, accounting for 94.4 percent of premiums in 2015. In the structure of technical provisions, the 

weight of the provision for claims was 75.4 percent of the total in the period under review. In turn, in 

the provision for claims, the provision for claims in the automobile branch has a weight of 54.7 

percent. 

The prudential framework remains stable, despite the reduction in the technical provisions covered 

by assets to 108.6 percent 

Assets available for technical provisions totaled 2.2 billion escudos, exceeding the liabilities assumed 

by 175.6 million escudos. Despite the reduction compared to 2014, the coverage of technical 

provisions by assets stood at 108.6 percent, remaining above the regulatory (100 percent). 

Table 13 - Coverage of technical provisions by assets 

Coverage of technical provisions by assets 2014 2015

1. Technical Provisions 1 971 2 042

2. Eligible assets to represent technical provisions 2 284 2 218

Coverage Rate (2\1), in % 115,9 108,6

(in million escudos)

 

Source: Banco de Cabo Verde 

 

3.3.3 Asset quality  

Gross investments amounted to 3.2 billion escudos, down 1.6 percent from 2014. Of these, 63.8 

percent are financial investments and 36.2 percent represent investments in land and buildings.  

                                                           

15
 Legislative Decree No. 3/2010, dated 17 May. 
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Table 14 - Gross Investments 

Type 2014 2015

1. Real Estate (Land and Buildings)               1 139                     1 142 

2. Financial Investments               2 070                     2 016 

    2.1. Variable yield securities                   919                        931 

    2.2. Fixed income securities                   291                        212 

   2.3. Term deposits in banks                   861                        873 

TOTAL               3 209                     3 158 

(in million escudos)

 

Source: Banco de Cabo Verde 

 

3.3.4 Income and profitability  

Reduced industry performance, with lower income and lower profitability  

Net profit for the year totaled 245.1 million, down 13.4 percent from 2014. These developments 

contributed to a 2.4 percentage points reduction in the sector’s profitability, as measured by the 

return on equity, to 11.5 percent. These developments are largely explained by the sale of an 

insurer's interest in a credit institution in 2014, which positively impacted the profit for that year.  

Table 15 - Insurance sector income and profitability 

Income and profitability 2014 2015

Net Income 283 245

        Annual change 48,1% -13,4%

Equity 2 033 2 124

         Annual change 0,0% 4,5%

Return on Equity 13,9% 11,5%

(in million escudos)

 

Source: Banco de Cabo Verde 

3.3.5 Liquidity  

Comfortable liquidity level maintained in the sector 

Net assets held in the portfolio include term deposits, with a share of 27.7 percent of assets (plus 0.8 

percentage points from 2014) and securities (fixed and variable yield) with a share of 36.2 percent 

(minus 1.5 percentage points compared to 2014). 
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3.4 Securities Market 

3.4.1 Activity and key indicators  

Market Capitalization increases 5.6 percent and accounts for 38.3 percent of GDP 

In the securities market, compared to the same period the previous year, in 2015 there was a 12.4% 

increase in the overall volume of transactions in the primary market, especially Treasury Securities 

auctions, as regards public debt, and three bond issue transactions, in respect of private debt – the 

latter through private offers. On the other hand, the number of listed securities declined by 4.5 

percent, to 236, partly due to the resolution of credit through payment in kind by a real estate and 

construction issuer and because one issuer’s series reached maturity. 

In 2015, the volume of issues was 14 billion escudos, representing a 20.8 percent increase over the 

same period in the previous year. As in previous years, the primary market for public debt remained 

dynamic, with the volume of issues reaching 11.9 billion escudos, representing 83.3 percent of the 

total volume of transactions in this market. It should be noted that about 97 percent of all issues 

were placed in competitive bid auctions, – in which the authorized institutions participate, – with 

commercial banks and the National Social Security Institute being the main holders of government 

debt securities. 

Regarding private debt issues, the three are public companies, namely: TACV – Cabo Verde Airlines, 

Imobiliária, Fundiária e Habitat, SA (IFH) and National Pharmaceutical Company (Emprofac), whose 

holders are accredited investors. Most bond loans of companies with share capital owned by the 

State have the Treasury’s guarantee, which means public indebtedness. 

Over the last three years, 37 billion escudos wwere mobilized through the primary market, 

representing about 22.7 percent of the country's current GDP. This impacted market capitalization, 

which saw positive developments in 2015, totaling 62.5 billion escudos and representing 38.3 

percent of GDP. 

Transactions in the secondary market stood at 210.6 million escudos, with a growth of 126.9 percent 

in the volume of transactions in the stock market. The market as a whole fell by 48.2 percent due to 

an over the counter transaction authorized by AGMVM in 2014. The increase in the volume of 

transactions in the secondary market is explained in part by the performance of securities and by 

their reduced profitability. However, the market is still not very active as regards government debt 

securities and in terms of the bond market. The vast majority of government debt securities are still 

held in banks' balance sheets. 
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Table 16 - Main Securities Market indicators 

Listed Securities 2013 2014 2015 Change (2015/2014)

Number of Listed Companies - Equity 4 4 4 0,0%

No. of Listed Corporate Bonds 17 18 14 -22,2%

No. of Listed Municipal Bonds 2 2 2 0,0%

No. of Treasury Securities (T-Bills and T-Bonds) 221 223 216 -3,1%

Total 244 247 236 -4,5%

Issues/Transactions/Market Capitalization (million escudos)

Volume Primary Market (PM) Issues 9 603,9 12 877,7 14 470,7 12,4%

Volume Secondary Market (SM) Transactions 105,9 406,4 210,6 -48,2%

"In Stock Market" 105,9 92,8 210,6 126,9%

"Outside Stock Market" 0,0 313,6 0,0 -100,0%

No. of Secondary Market Transactions 55 78 75 -3,8%

Overall Market Capitalization (million escudos) 55 196,5 59 147,4 62 466,2 5,6%

Equity Segment Capitalization 7 432,3 7 391,4 7 524,7 1,8%

Corporate Bond Segment Capitalization 12 514,5 12 222,2 10 744,9 -12,1%

T-Bond and T-Bill Segment Capitalization 35 249,6 39 533,8 44 196,6 11,8%

Main Indicators

Overall Market Capitalization / GDP 35,5% 36,1% 38,3% 2,2 pp

Turnover Ratio 0,2% 0,7% 0,3% -0,4 pp

Change in Market Capitalization (effective) 95,7% 7,2% 5,6% -1,6 pp

PM - Primary Market

SM - Secondary Market

Turnover Ratio = Volume transacted in SM / Market Capitalization  

Source: AGMVM, Stock Exchange and Ministry of Finance and Planning 
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3.4.2. Supervision and Regulation  

Supervision of the securities market contributes to financial stability and to operators’ confidence in the 

markets, as well as to protect investors. Throughout 2015, the Office of the General Auditor of the 

Securities Market (AGMVM) accentuated face-to-face supervision of financial intermediaries. 

The supervision focused, in particular, on checking for the existence of adequate mechanisms for effective 

identification, assessment and control of risks inherent to the activities carried out by the financial 

intermediaries. Subsequently, several issuers were notified to regularize default situations. 

The investor protection objective was achieved in a number of areas: through memoranda and meetings 

based on the issuers' reports and accounts, as well as analysis of the risk of a large majority of non-financial 

issuers. 

In terms of market structure, AGMVM took several measures at the Stock Exchange, as the entity 

responsible for centralizing securities and for physical settlement, with the purpose of monitoring daily 

transactions intended to verify, in person, the procedures implemented, and validate compliance with 

applicable rules and legislation. 

With regard to real-time market supervision, there was a significant increase in the number of identified 

situations, as a consequence of the recent measures to monitor daily transactions by AGMVM in preventing 

and combating market abuse, arising from the development and implementation of information sharing 

among Banco de Cabo Verde, the Stock Exchange and the financial intermediaries. 

Considering the importance of information for decisions made by investors, AGMVM participated in 

drafting the survey on the Cabo Verdean population’s financial literacy level. 

In recent years, several initiatives have been carried out with the aim of promoting and boosting the 

securities market. Among these initiatives, it should be noted that AGMVM is a member of the West 

African Capital Markets Integration Council (WACMIC) and the International Organization of Securities 

Commissions (IOSCO). To this end, a continued focus on strengthening regulation and creating the 

conditions for effective market surveillance, by adopting the international best practices, are priorities. 

Regarding regulatory initiatives, specifically in the context of promoting good corporate governance and 

market discipline by issuers of shares subject to the regulated market, in 2015 the code on the governance 

of issuers of securities admitted to trading on a regulated market and its regulation, which is expected to 

enter into force in 2017, was put out for public consultation. 

Also published were the regulations on matters related to Collective Investment Institutions and the 

concepts of accredited and non-accredited investor. 

3.4.3. Risks associated with the securities market  

Taking into account the stage of development of the national securities market and its challenges, the 

associated risks are still considered mid-level. The complexity of this market suggests the emergence of a 
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number of possibly high risks for it. Such risks have a different structure depending on the shareholder or 

bondholder segment.  

Secondary market inefficiency and reduced liquidity of securities 

The secondary market remained practically illiquid, with transactions totaling 210 million escudos, 

exclusively linked to the shareholder segment. A number of measures should be taken to stimulate it, 

notably promoting the role of financial intermediaries, strengthening public debt market regulations and 

provision more and better information to investors. 

In the shareholder segment, profitability is at levels still considered unsatisfactory  

In the shareholder segment, the four issuers paid dividends for 2014, totaling 396.1 million escudos (54.5 

million escudos paid in 2014 refering to fiscal year 2013). These positive developments result, not only from 

the increase in profits obtained, but also from the provision of a larger share for distribution to 

shareholders. However, this segment’s profitability is a risk factor that can restrict investments and the 

continuous dynamization of the capital market. 

Regarding price volatility, despite the overall trend toward stability in price developments in 2015, financial 

intermediaries should monitor price developments closely. 

Small investors’ financial literacy level considered low 

Given that the level of information and training is relevant for decision-making in terms of investment 

choices, Banco de Cabo Verde and AGMVM carried out the first financial literacy survey of the active adult 

population in Cabo Verde. The results show that the Cabo Verdean population’s financial literacy level is 

considered low, since "for about half of the respondents, understanding of financial matters is below 

expectations, which can translate into insufficient financial knowledge for conscious decision-making." It 

should also be noted that "about 43 percent of the respondents who have a bank account do not own any 

other financial product." The survey reinforced the need for the involvement of several stakeholders in 

establishing a National Financial Literacy Plan, one of whose objectives should be the training and 

protection of small investors. 

Duty to inform is crucial, not only for reducing information asymmetry, but also for reducing access to 

inside information   

Risk factors related to poor disclosure of information, information asymmetry among the various economic 

agents involved in the capital market, and the very size of the national market deserve attention from the 

supervisory body. Therefore, measures must be taken to implement mitigators for such risks, in order to 

promote an increasingly efficient capital market. 
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4.1 Payment Systems 

4.1.1 Developments in means of payment and movement of funds 

Continuous growth in payment means and instruments in 2015 and the use of new technologies reflect 

the Cabo Verdean population’s high bancarization rate (access to banking services) 

In 2015, in line with the trend observed in previous years, the growth in payment means and instruments 

continued, as a result of increased use of electronic instruments, particularly payment cards, which account 

for 78.4 percent of transactions carried out with payment instruments in use in the country. Indeed, these 

developments are reflected in the downward trend in the "preference for central bank money" ratio, which 

reinforces Cabo Verdeans' preference for electronic instruments.  

This continuous increase in demand for electronic payments means and instruments reflects the Cabo 

Verdean population’s high bancarization rate, whose positive developments over the years have proved to 

be an important indicator for national payment systems. 

Compared to 2014, there was a growth in transactions settled through the Deposit and Settlement 

Management System (SGDL), with a total of 11,923,514 transactions, amounting to 5.2637 trillion escudos, 

having been processed, of which 11,914,152 transactions (99.9 percent), totaling 217 billion escudos (4.1 

percent) were made through the Integrated Interbank Clearing and Settlement System application. In turn, 

gross settlements account for only 0.1 percent of total settlements, with a substantial contribution in value 

(about 95.9 percent).  

In 2015, there were 5,167 points of sale (POS), a 19.5 percent growth compared to 2014. The number of 

ATMs stood at 169, decreasing by 1.2 percent from the previous year. The number of cards issued rose to 

230,541, up 5.3 percent from the same period the previous year. 

Table 17 - Vint4 Network cards and terminals 

Growth (in units) 2014 2015

Number of Terminals 4 495 5 336

Automatic teller machines - ATM 171 169

Payment terminals - POS 4 324 5 167

Cards issued 193 281 203 541

Vinti4 cards 177 861 188 581

International cards 15 420 14 960

Growth (%)

Number of Terminals 16,8 18,7

Automatic teller machines - ATM 4,9 -1,2

Payment terminals - POS 17,3 19,5

Cards issued 4,1 5,3

Vinti4 cards 5,0 6,0

International cards -5,0 -3,0  

Source: SISP and Credit Institutions 
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As for the network’s overall performance, a total of 19,936,130 transactions were made in 2015, of which 

75% with an impact on the movement of funds. Of all transactions with financial impact, 43.3% were made 

via ATM, 55.5% at POS, and the remaining 1.1% through the other network access channels: Vinti4net and 

Televinti4. 

Table 18 – Movement of funds 

2014 2015

Volume Value

(unit) (million escudos)

ATM 10 697 987 34 571

Transactions involving movement of funds 6 478 657 34 571

Transactions not involving movement of funds 4 219 330

POS  9 012 365 27 460

Transactions involving movement of funds 8 308 566 27 460

Transactions not involving movement of funds 703 799

Televinti4 221 691 98

Transactions involving movement of funds 167 602 98

Transactions not involving movement of funds 54 089

Vinti4net 4 087 126

Transactions involving movement of funds 4 087 126

Transactions not involving movement of funds 0

Total transactions involving movement of funds 14 958 912 62 256

Total transactions not involving movement of funds 4 977 218 -  

Source: SISP and Credit Institutions 

 

4.1.2 Regulation, control and oversight  

As part of its duties to oversee payment systems, Banco de Cabo Verde seeks to ensure the smooth 

operation of these systems, taking into account the efficiency and safety of payment systems and 

infrastructures, as well as their continuous improvement and, thus, contribute to the stability and efficiency 

of the financial sector and the economy in general.  

This important duty is established in Article 19 of its Organic Law, approved by Law no. 10/VI/2002, dated 

July 15, which stipulates that "it is the Bank’s responsibility to directly ensure or regulate, supervise and 

promote the proper functioning of the clearing and payment systems," which is why it has been working to 

create effective conditions to efficiently perform this duty and carrying out various activities throughout 

the year, such as:   

1) Daily and continuous monitoring of clearing and settlement systems, with a view to monitoring 

their operational and functional performance; 
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2) Controlling, recording and reporting incidents affecting payment systems, especially anomalies 

related to the Deposit and Settlement Management System and its connections; 

3) Monitoring the check and related documents clearing systems, interbank transfers and the Vinti4 

Network, in order to verify compliance with regulations, in the face of anomalous situations that 

occur involving the participants or the managing entity responsible for processing the clearing 

service;   

4) Monitoring the Vinti4 network, particularly aspects related to the provision of automatic teller 

machines by credit institutions and unavailability of machines; 

5) Preparing quarterly reports, with a focus on analyzing the statistics and indicators regarding the 

activity of the above mentioned systems.  

Alongside these activities and in order for this role to gain new momentum in the context of the domestic 

payment system, Banco de Cabo Verde has been taking a number of measures to adopt the guiding 

principles from the Committee on Payment and Settlement Systems (CPSS) and the International 

Organization of Securities Commissions (IOSCO), which recommend a greater focus on monitoring financial 

market infrastructure, namely the payment and clearing systems and securities settlement systems.  

In view of the constant changes that are affecting, not only the other players in the system, but also the 

sector in which they operate, payment system actions have continued to focus mainly on diversifying 

existing payment services and infrastructures, aiming at greater territorial coverage and diversification of 

the services and products offered, be it by expanding the branch network, developing virtual banking and 

other electronic bank access channels, or by extending the network of ATM and POS to other areas and 

municipalities in the country.  

In this context, as the regulator and supervisor of payment systems, Banco de Cabo Verde has continued its 

efforts to update regulation, increasingly aligned with the best international practices. It is also 

permanently aware of the changes introduced by the new internet-based access channels, aiming to 

preserve security in transactions.  

 

4.2 Financial System Regulation  

The primary mission of Supervision is to ensure the stability and efficient functioning of the financial 

system, being responsible for carrying out its duties in accordance with the provisions of the laws governing 

the establishment, operation and activity of financial institutions. 

After the financial system’s structuring laws became effective, – Financial System Basic Law (Law no. 

61/VIII/2014, dated April 23) and Law on Financial Activities and Institutions (Law no. 62/VIII/2014, dated 

April 23), – which establish the bases and guiding principles that should govern the financial system, Banco 

de Cabo Verde initiated the process of regulating said laws. 
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In 2015, the Supervision Department continued the above-mentioned regulatory process, publishing the 

following Notices: 

1) Notice no. 1/2015, dated March 5, which approves the waiver model concerning restricted 

authorization credit institutions; 

2) Notice no. 3/2015, dated May 12, which establishes financial institutions’ minimum share capital; 

3) Notice no. 4/2015, dated July 10, which determines the measures that banks must adopt in order 

to restore financial equilibrium and establishes the procedures for submitting Recovery Plans to 

Banco de Cabo Verde; 

4) Notice no. 5/2015, dated July 10, which establishes the content and rules for Resolution Plans of 

the banks headquartered in Cabo Verde; 

5) Notice no. 6/2015, dated November 16, which establishes the terms and conditions to which the 

registration of Private Credit Information Centers (Portuguese acronym: CPIC) is subject at Banco 

de Cabo Verde, and regulates the information requirements these institutions must meet and the 

rules pertinent to their activity. 

In December 2015, Banco de Cabo Verde's Notices package was published. It relates to fixed assets ratio 

and real estate acquisition; limits to securities underwriting; amortization terms and methods; and prior 

submission of the annual management report and other accountability documents, namely, respectively: 

6) Notice no. 7/2015, dated December 24, which imposes limits on the total value of shares, or other 

parts of capital, of any companies not included in fixed assets that credit institutions may hold, and 

establishes additional authorization criteria for real estate acquisition by credit institutions; 

7) Notice no. 8/2015, dated December 24, which sets the limits applicable to the subscription or 

acquisition, by credit institutions subject to Banco de Cabo Verde’s supervision, of shares or equity 

securities not placed with the recipients of an offer, as well as the subscription of shares, when 

accompanied by the obligation to place them with shareholders or third parties; 

8) Notice no. 9/2015, dated December 24, which establishes the terms and methods for amortization 

of facilities and equipment, as well as installation, transfer and other similar expenses; 

9) Notice no. 10/2015, dated December 24, which establishes the additional rules to be observed by 

financial institutions regarding prior submission, approval and reporting of the annual management 

report, the accounts for the year, other accountability documents, and the minimum regulatory 

provisions report, the latter under the terms of its own Notice. 

As for the insurance sector, it is worth noting the following Banco de Cabo Verde notices, which, although 

published at the beginning of 2016, were prepared and submitted to insurance companies and insurance 

brokers, for restricted consultation, during 2015: 
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10) Notice no. 1/2016, dated February 3, which establishes the principles and rules regarding the risk 

and internal control management systems to be implemented by insurance companies; 

11) Notice no. 2/2016, dated February 3, which approves the table of mediation and collection fees for 

new and continued insurance; 

12) Notice no. 3/2016, dated February 3, which establishes the minimum amounts of fees required 

from insurance intermediaries, natural and legal persons, so that their enrollment is not canceled. 

Also worthy of note are the following regulatory projects, which are being finalized to be submitted for 

public consultation: Notice on solvency ratio; Notice on Equity; Notice on risk. 

It should also be noted that the Bill on Banco de Cabo Verde rates and the foreign exchange services 

rendered as a central bank was also developed, as part of financial sector supervision and regulation. This 

bill has already been disseminated and discussed internally, and is being completed to be sent to financial 

institutions for examination. 

The aforementioned bill comes from the new legislative-tax landscape in the country, taking into account 

the promulgation of the new Tax Codes – General Tax Code, Tax Procedure Code and Tax Execution Code, 

respectively, approved by Laws No. 47/VIII/2013 and 48/VIII/2013, both dated December 20, and by Law 

No. 49/VIII/2013, dated December 26 – and the recent entry into force of the General Framework for 

Taxation, approved by Law No. 100/VII/2015, dated December 10. 
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Box 2: The importance of the compliance function for banks 

In everyday language, compliance refers to observing a principle, request, proposal, formality or 

requirement. 

In banking terminology, compliance refers to observing a set of laws, regulations, practices, standards and 

codes of conduct – including those issued by the entity itself – applicable to the various banking activities. 

This compliance indicates order and uniformity in the behavior of the various banking agents, which, in 

turn, fosters trust in the institution and reduces systemic risk. Hence the importance of the compliance 

function for banks.  

The purpose of the compliance function is to prevent deviations from applicable principles and standards 

and, when deviations occur, to ensure that they are immediately addressed in order to ensure a return to 

normalcy. 

The first compliance guidelines for banks were issued by the Basel Committee on Banking Supervision 

(BCBS) in April 200516. Using a framework of principles, the document states that compliance with laws, 

rules and standards that guide the banking activity helps maintain the bank's reputation with its 

shareholders, customers, employees and markets. In addition, the document presents guidelines to assist 

banks in designing, implementing and managing the compliance function. 

The BCBS guidelines introduced the idea of compliance risk, i.e. the risk of a bank incurring legal or 

regulatory sanctions, material financial loss or loss of reputation as a result of non-compliance with the 

rules and practices applicable to its banking activities. According to these guidelines: 

 The compliance function encompasses multiple matters, such as observance of standards of 

conduct in the marketplace, conflict of interest management, proper treatment of clients, specific 

areas such as money laundering and terrorist financing prevention, and it may extend to tax 

issues; 

 Compliance standards have origins in a number of sources, namely primary legislation, standards 

and rules stemming from regulators and supervisors, market standards, codes of conduct issued 

by industry associations, and codes of conduct applicable to bank employees; 

 Compliance should be part of the institution's culture and not be solely the responsibility of 

specialized personnel. Therefore, a bank will be better able to manage its compliance risk by 

implementing a compliance function in line with the principles set forth in the document; 

 The compliance function is the carrying out of compliance responsibilities by certain employees of 

                                                           
16

 Compliance and the compliance function in banks, Basel Committee on Banking Supervision, April 2005, available on 
http://www.bis.org/publ/bcbs113.pdf. In addition to the BCBS, other international bodies, such as the Financial 
Stability Board, the IMF and the World Bank, have also promoted compliance. 

http://www.bis.org/publ/bcbs113.pdf
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the institution, and not necessarily the existence of a structure for this purpose;   

 Each bank should organize the compliance function in line with its risk management strategy and 

structure, ensuring, however, that it is independent, has adequate resources, has clearly 

established responsibilities, and that its activities are subject to periodic internal audits. 

A survey conducted by BCBS in 200817 indicated that, in a considerable part of the participating 

jurisdictions, banks manage the compliance function as an important risk control function and in line with 

the BCBS guidelines, thus indicating that the guidelines contributed to marked improvements in the 

handling of the issue by banks.  

According to the survey results, BCBS principles remained relevant at the time and were generally 

reflected in supervisory systems and ongoing reforms. 

An assessment made in 201418 concluded that the compliance function had become highly relevant in 

banks, while also mentioning a number of aspects to be improved, namely in terms of human resources 

and systems, independence and interaction with other areas, as well as reporting. 

Another important aspect is the need for a culture of ethics in the institution, overriding the search for 

profit. Such an attitude regarding the issue of compliance needs to be adopted by senior management and 

have repercussions at all levels, resulting in an increasingly important role for the function in the 

institution, given the increased costs of non-compliance.  

The compliance function is also gaining increasing importance at central banks. A survey of 86 central 

banks conducted by the IMF in 2014 found that 45 percent of those entities had a unit that focused on the 

function, with the person in charge reporting directly to the Governor or the Deputy Governor19. 

The adoption of international principles and practices has been a constant in Banco de Cabo Verde’s 

actions. Some of the key processes implemented by the Bank in recent years are proof of that, such as the 

adoption of the International Financial Reporting Standards (IFRS) by BCV and by entities subject to 

supervision, as well as the reform of banking, insurance and securities legislations20. 

In line with this strategic option, BCV has given due attention to the issue of compliance, namely by 

creating a Security and Compliance Committee (Portuguese acronym: CSC), whose objective is to 

periodically assess the institution’s compliance with policies, standards and regulations in all areas, 

                                                           
17

 Implementation of the compliance principles – A survey, Basel Committee on Banking Supervision, August 2008, 
available on http://www.bis.org/publ/bcbs113.htm. 
18

 Re-emphasizing the role of compliance function in banks, Keynote address by Mr. S. S. Mundra, Deputy Governor of 
the Reserve Bank of India, at the Centre for Advanced Financial Research and Learning (CAFRAL) Conference of Chief 
Compliance Officers in RBI, Mumbai, 27 August, 2014, available on  http://www.bis.org/review/r140917d.htm. 
19

 Arda, Atilla, Legal Governance, Risk Management, and Compliance in Central Banks, International Monetary Fund, 
November 2014. 
20

 Examples of results of this approach include Notice No. 2/95, dated March 27, with the changes introduced by 
Notice No. 5/99, dated May 3, which regulates the credit institutions’ internal control system, and also Notice No. 
2/2013, dated April 18, which regulates the implementation of the credit risk management system. 

http://www.bis.org/publ/bcbs113.htm
http://www.bis.org/review/r140917d.htm
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ensuring that it observes the highest ethical standards. 

In fulfilling its duties, CSC has been implementing a series of activities, namely holding periodic meetings 

whose conclusions and recommendations have served as support for occasional decisions made by the 

Board of Directors on matters related to compliance. 

The compliance issue is also present in BCV’s management instruments, namely, among the institution's 

corporate governance improvement measures established in BCV's Strategic Plan (SP) for the 2016-2019 

period. Such measures have been translated into activities currently under way. 

From a prospective view, the carrying out of the function faces challenges that are reflected in BCV's 

relationship with its surrounding environment, including, for example, regulation and handling of specific 

requests received by the institution21. To meet these challenges, the compliance function is being 

strengthened aiming at a systematic, effective and adequate handling of related issues, thus enabling BCV 

to effectively fulfill its current and prospective responsibilities in this area.  

With respect to commercial banks, the issue of compliance has also become increasingly important, with 

most institutions setting up units that focus on the function or assigning this responsibility to existing 

units. Since the main specific risk dealt with by such units has been money laundering risk, the function’s 

development at these institutions should involve broadening the range of specific risks dealt with and 

strengthening the responsible units. 

 

 

 

 

                                                           
21

 In addition to the specific issues referred to in the BCBS guidelines, there are currently several others that require compliance 
treatment, such as reporting under the Foreign Account Tax Compliance Act (FATCA), prevention and fight against bribery and 
corruption, and adherence to international sanctions, among others. 
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5.1 Risks related to developments in the macroeconomic and financial 

environment 

The more favorable environment of the country’s main partners positively impacted developments in 

external demand for the national economy and private transfers to support families. 

Notwithstanding the slowdown in national economic growth compared to the previous year, consumer 

prices remained contained, benefiting household disposable income, favoring the recovery of tourism 

exports, growth in migrants' remittances and a reduction in imports bill. 

Money supply increased as a result of the improvement in the country's net external position, the current 

account deficit improved, and there were increases in government revenues and migrants’ remittances, 

and a significant increase in foreign reserves. 

In this context, financial stability risks related to the macroeconomic and financial environment have 

softened somewhat, even though they remained at high levels during 2015. 

 

5.2 Risks related to developments in companies and individuals’ financial position 

Improvements in financing conditions and money supply and the increase in purchasing power positively 

favored the financial position of companies and individuals, boosting demand for credit, consumption and 

investment. Financial stability risks related to companies and individuals’ financial position eased 

significantly. 

 

5.3 Risks related to the securities market 

The unfavorable macroeconomic environment and the crisis in the tourism property development sector 

have been conditioning the profitability of the issuing companies, negatively impacting their ability to 

comply with their contractual obligations. In addition, low liquidity of securities, coupled with the 

secondary market’s inefficiency and information asymmetry, raise serious concerns among investors, 

among them important institutions in the financial system. 

 

5.4 Risks related to institutions’ performance and management 

In the financial sector, particularly banking, there has been a significant increase in profitability and a 

reduction in non-compliance. Nonetheless, there is still a high level of non-compliance and the potential 

factors to the credit risk materialization remain at relevant levels. 
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Notwithstanding the increase in banks' equity, its maintenance at levels not yet adequate to institutions’ 

risk profile still constitutes a risk for them. The low profitability levels seen in the banking sector, derived 

substantially from non-recurring transactions, limit the internal capital generation capacity and the 

remuneration of invested capital. This is a major concern because, on the one hand, the institutions will still 

have to recognize the provisions for losses incurred in their balance sheets, for some years and, on the 

other hand, there remain serious potential risks that could increase their level of losses. The risk of a rapidly 

deteriorating portfolio quality and consequent erosion of banks' capital base is therefore high. 

The level of overdue loans coverage by provisions have increased. However, the customer risk profile 

classification systems should be improved and the level of provisions for risk coverage should be adjusted. 

However, there are still materially relevant risks related to the non-complete application of regulations 

related to risk assessment and the non-continuous training of their human resources.   

Efforts have been made in the institutions to strengthen the risk management and credit recovery offices, 

as well as to shuffle their human resources and technical capacity, monitor the loan portfolio and 

implement recovery measures. 

Risks related to the performance and management of institutions show a downward trend, as a result of 

mitigation efforts, but they require continuous monitoring by Supervision. 

Regarding the insurance sector, although there has been a significant reduction in profitability levels, 

solvency has remained at adequate levels, which indicates the sector's financial soundness. 

 

5.5 Risks related to banking system structure 

The concentration of credit and financing stills poses serious risks  

As regards the credit and savings markets, the national banking sector remains structurally concentrated in 

two relevant systemic institutions. The continuous monitoring of these institutions therefore requires a 

special attention from the supervisory body, from a prudential point of view, since the instability of these 

institutions can jeopardize the stability of the entire financial system. 

Some banks are still strongly dependent on a small number of depositors, which may be an added risk 

factor for the system’s stability. In this way, institutions are continually encouraged to diversify their 

funding base and to pursue sound liquidity management. 

The high sectoral concentration of the loan portfolio and in a limited number of counterparties, particularly 

real estate assets, is a weakness of the financial system and an additional risk factor in Cabo Verde. 

Risks related to banking sector structure remain high and therefore need to be continuously monitored.  
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5.6 Overall assessment of financial system stability 

A combined analysis of the different stability factors allows us to identify a slightly downward trend in 

overall risks and a slight easing compared to the previous year, despite recognizing the persistence of 

serious and potential risks to financial stability at still high levels.  

The stability of the national financial system can also be measured by the Z-Score. This indicator is 

appropriate to assess the financial strength of the banking sector as a whole or banks individually, and its 

analysis should always be complemented by other bank soundness indicators, i.e. micro- and macro-

prudential ratios, with the results of stress tests, as well as the macroeconomic and financial environment. 

Based on aggregate banking sector data, the Z-Score indices were calculated for the 2002 to 2015 period. 

For the purposes of the calculation, the value of assets and equity for a year is considered, like the 

arithmetic average of values at the beginning and end of the year. The values found for the Z-Score were 

then logarithmized.  

Graph 36 - Developments in Z-Score 
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Source: Banco de Cabo Verde 

 

The index improved significantly from 2014 to 2015, indicating enhanced system stability against systemic 

shocks. The combination of this analysis with the banking indicators for solvency, asset quality, profitability 

and liquidity, as well as stress tests results and the assessment of macroeconomic and financial conditions, 

allows us to identify a slight improvement in banking system stability and soundness in 2015. 

However, due to high potential risks in the loan portfolio and financing structure of the institutions, namely 

the high level of private sector indebtedness, low profitability in the financial system, high concentration of 

the system’s assets in certain sectors, and low diversification of financing sources, as well as the 

vulnerabilities that could amplify their effects, the financial system’s supervisory capacity should be 
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continually strengthened in order to mitigate all sources of systemic risk and maintain the national financial 

system’s stability. 
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Box 3: Macro-prudential supervision: origins, national experience and prospects 

Traditionally, the prudential supervision of financial activity is based on a microprudential approach, aimed 

at ensuring the stability of financial institutions individually. However, following the international financial 

crisis that began in 2007, there has been a growing concern with systemic risk, with the concept of macro-

prudential supervision thus taking shape. Aimed at ensuring the stability of the financial system as a whole, 

from a systemic perspective, macroprudential supervision advocates the prevention and mitigation of the 

macroeconomic risks and costs associated with financial instability22.  

In addition to the difference in terms of objectives, the two sides also differ in the way they view risk. For 

microprudential supervision, risk is exogenous to the system, an external disturbance that can lead to crisis. 

For macroprudential supervision, risk is an endogenous, systemic phenomenon, so this approach pays close 

attention to the interactions between the various institutions and the market, as well as their joint 

exposure to risk factors. 

Macro-prudential supervision uses indicators produced from balance sheet items, as well as, when 

applicable, elements related to the financial institution’s market value. It uses sophisticated financial 

models to analyze the relationships between financial institutions and their contribution to systemic risk. 

The indicators used include the credit to GDP ratio, the price of real assets, and also monetary aggregates. 

Early Warning Indicators (EWI) are then constructed based on these elements. 

In practice, macro-prudential supervision uses multiple intervention instruments, such as limits on the 

Loan-to-Value Ratio, provisions for credit risks, capital requirements, limits on leverage and even minimum 

anti-cyclical reserves. 

Macro-prudential supervision, however, also presents risks, in particular because it can curb financial 

innovation and thereby limit investment and economic growth. Hence, it is recommended that 

macroprudential supervision instruments be applied more assertively in boom periods, addressing negative 

externalities while safeguarding the contribution of the financial system to economic growth.  

Institutional arrangements are another important aspect of macroprudential supervision. That is to say, 

who the authority for macro-prudential supervision is conferred to, in a centralized or shared way, and the 

nature of the authority's powers. That is, whether it is merely consultative or if it also takes on legal 

imposition powers. In this context, the role of the central bank as financial system supervisor and/or 

monetary authority, as well as its relationship with the governmental area responsible for public finances, 

                                                           
22

 By way of illustration, strengthening macroprudential supervision was one of the key decisions adopted by the 
European Council in June 2009, following the recommendations of the De Larosière Report on the financial crisis. As 
part of this strengthening, the European Systemic Risk Board (ESRB) was set up in December 2010. It is responsible for 
macro-prudential supervision in Europe and brings together the banking supervisory authorities of the 27 EU 
countries, the ECB and the three European Supervisory Authorities (European Banking Authority, European Securities 
and Markets Authority and European Insurance and Occupational Pensions Authority).  
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should be well established.23 Closely related to this issue, it is important to decide how and to what extent 

monetary policy should be used to counter imbalances in the financial system.  

The external dimension is also of great importance in macro-prudential supervision, particularly in view of 

the possibility for banks to resort to macro-prudential arbitration, for example, by granting or getting loans 

through external representations. Exchange rate policy is another relevant factor, with some countries 

introducing exchange controls with prudential concerns. This dimension of macro-prudential supervision 

draws attention to the need for coordination between the macroprudential supervisory authority and its 

counterparts in other countries. 

Cabo Verde took the first steps in macroprudential supervision before the financial crisis, with contacts 

between BCV and the IMF in 2005, in order to ensure technical assistance from this international 

organization to analyze macroprudential risks in the banking sector. An IMF technical mission took place in 

February 2008 and served as the basis for broader financial system assessment, which happened the 

following year under the Financial Sector Assessment Program (FSAP), a joint IMF and World Bank initiative. 

From this initial collaboration with the Bretton Woods24 institutions, and following its recommendations, 

we began developing a broad framework for monitoring risks in the financial system, based on a broader 

and more in-depth set of financial soundness indicators. This shift also includes the use of modern 

analytical techniques, such as stress tests25, as well as the annual publication of a Financial Stability Report, 

as of 2009. 

More recently, as part of supervision restructuring, the Financial System Stability and Supervision 

Department became the Financial Institutions Supervision Department, having been expanded to include a 

Specialized Supervision Area, which was given a broad range of responsibilities in terms of the macro-

prudential assessment of the financial system. 

The organic redistribution of responsibilities and operational instruments26 are other components of the 

process of implementing macro-prudential supervision at BCV.  

At the institutional level, discussions on macro-prudential supervision were initiated between the Finance 

Ministry and BCV, culminating in the signing of a memorandum of understanding on financial stability and 

                                                           
23

 In Portugal, for example, they decided in 2008 to strengthen the existing National Council of Financial Supervisors 
(CNSF) and create the National Financial Stability Board (CNEF). The CNSF includes the three supervisory authorities 
then in existence – Banco de Portugal, the Securities Market Commission and the Insurance and Pension Funds 
Supervisory Authority – and has the task of coordinating the actions of these authorities, fostering information sharing 
and facilitating the development of mechanisms for supervising financial conglomerates. The CNEF's mission is to 
promote cooperation between the Finance Ministry and the three supervisory authorities, with the aim of 
strengthening financial system stability.   
24

 Other important external partners, such as Banco de Portugal and the Central Bank of Luxembourg, also offered to 
collaborate with BCV on macro-prudential supervision. 
25

 Another recommendation made at the time by the IMF technical mission was to develop econometric models of 
empirical relationship between macroeconomic variables and bad credit, aiming at building Early Warning Indicators 
(EWI) as tools for monitoring credit risk. 
26

 This includes the Credit Risk Center (CRC), which is also undergoing reorganization aiming at its best use as a tool to 
support Macroprudential Supervision. 
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crisis management, in December 2011. Under the terms of the memorandum, the parties undertake to 

develop appropriate information sharing and assessment mechanisms and procedures, with a view to 

facilitating their respective institutional responsibilities in terms of financial system stability. Among the 

various practical aspects of this cooperation, the memorandum includes the establishment of a Financial 

Stability Committee to be the main forum for assessing threats to financial stability and, where appropriate, 

for concerted action. 

Considering the current and prospective risks faced by financial activity in the country, it is important to 

consolidate and expand the already achieved advances in macro-prudential supervision, anticipating the 

future of this approach in the national context. 

The above discussion recommends that the consolidation and development process, based on international 

experiences and the progress made so far in terms of macro-prudential supervision in Cabo Verde, should 

pursue namely initiatives aimed at: 

1. Identifying, measuring and controlling systemic risks; 

2. Establishing ways to mitigate such risks, 

3. Establishing the intervention processes, instruments and activities; 

4. Raising the awareness of and training stakeholders; 

5. Involving external powers and capacities. 

 

5.7 Prospects for growth of financial stability risks 

According to IMF and ECB projections, there will be a modest improvement in the external environment, 

relatively more favorable as regards developments in external demand for Cabo Verde and investment in 

the country. 

Banco de Cabo Verde forecasts suggest lower economic growth in 2016. On the demand side, growth is 

expected to be slightly higher than in 2015, supported by the prospects for some improvement in labor 

market conditions, some ease in access to consumer credit, and continuous increase, albeit slowing down, 

of migrants’ remittances and social benefits. 

Tax revenue growth is expected to be more moderate and public investment expenditure is expected to 

continue to decline. However, some tourist projects are expected to accelerate, and other projects 

financed with private external capital are expected to start, with bank credit also expected to increase. 

Imports of goods and services are expected to grow to meet the expected increase in domestic demand.  

On the supply side, one anticipates a recovery in the agriculture and trade sectors, as well as some 

acceleration in the growth of gross value added in construction and real estate and other services. 
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The balance of payments is expected to fall short, but the country's net international reserves are expected 

to remain at a comfortable level, ensuring more than five months of goods and services imports projected 

for the year. 

The State is expected to resort to more external financing to cope with the moderation of budget revenues. 

Average annual inflation is expected to be between zero and one percent in 2016. 

In this way, the risks to financial system stability related to macroeconomic developments are downside 

risks and are expected to remain contained.  

Despite the slower growth in economic activity foreseen for 2016, with the growth in credit to the economy 

expected to be around three percent, the expected improvement in household purchasing power, banks’ 

continuous efforts to recover credit and strengthen their capital base, as in the previous year, the level of 

default is expected to continue to slow down. The system’s solvency and liquidity are expected to remain at 

comfortable levels, but the banking sector’s profitability may be particularly affected by the moderate 

credit growth and the high level of non-income generating assets, including credit at risk.  

Thus, the risks associated with the financial position of non-financial corporations and private individuals 

show a slightly downward trend. 

Efforts to recover overdue loans, coupled with the receipt of assets as payment in kind, led to an 

improvement in the quality of the banks' loan portfolio. However, given that default ratios remained at 

high levels and given the high sectoral concentration of credit, the risk of potentially material losses 

remains. Solvency risks remain high, as attested by stress tests. Significant improvements are expected to 

be made regarding customer and operational risk classification and the adequate coverage of risk by 

provisions. Thus, risks related to institutions’ performance and management are expected to remain at high 

levels. 

The portfolio is still highly concentrated in certain economic sectors, namely the Housing, Construction, 

Real Estate and Social and Personal Services sectors. However, given the moderate credit growth and 

recovery efforts, the exposure is not expected to increase in the short term.  

On the funding side, financing remains concentrated vis-à-vis a limited number of depositors. However, the 

risks associated with banking sector structure are not expected to worsen in the short and medium terms.  

In order to strengthen the financial system’s resilience to risk sources, Banco de Cabo Verde, acting as 

financial system supervisor and regulator, listed a number of strategies, measures and recommendations.  
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Continue to closely monitor the risks to the institutions’ activities, particularly credit risk given large 

exposures 

Banco de Cabo Verde carried out important inspections in 2015, covering the four largest banks, as part of 

credit risk monitoring in general, and large exposures in particular, which culminated in the issuance of 

determinations aimed at strengthening the levels of provisions and impairments, and for institutions to 

dispose of assets received as repayment of own credit. In addition to these actions, Supervision visited 

other financial institutions in order to certify the existence of operating conditions to carry out the activities 

for which they were authorized. Significant improvements were also made in the models for monitoring 

banks and insurers.  

Successive and close monitoring of financial institutions’ risks is considered to be of extreme importance, 

whether at a distance, through continuous and permanent monitoring of banking sector risks, or through 

inspections, with a particular focus on large exposures.   

Continue efforts to cover risks with provisions 

Following the monitoring of the loan portfolio, mainly large exposures, and the inspections carried out, 

Banco de Cabo Verde determined that institutions should significantly increase provisions, aimed at 

adequate risk coverage. Likewise, it recommended that significant improvements be implemented in the 

assessment of operational and customer risk and that the risk management cores be strengthened. 

Strengthen banks’ capital base  

Aiming at strengthening banks’ capital base and in the context of an adequate risk management policy, 

Banco de Cabo Verde decided, as in the previous year, to restrict dividend distribution. Strengthening the 

capital base is extremely important, on the one hand, given the uncertainties and risks that still threaten 

the national financial system and, on the other hand, given the difficulties shareholders face to recapitalize 

banks. Also, there is a need to set up a capital cushion to accommodate potential losses that have not yet 

been fully recognized.  

Suitability of qualified shareholders and members of the administrative and supervisory bodies of 

financial institutions  

The suitability (through the ethical and professional dimension) of the shareholders (especially the qualified 

ones) and the members of the administrative and supervisory bodies of financial institutions has been 

playing an increasingly central role in financial supervision, both internationally and in Cabo Verde, 

especially in the current environment. 

Thus, coupled with the premise that management and supervisory bodies are the main lines of defense of 

financial soundness, verification of the suitability, experience and professional skills, availability, 

independence, and compatibility of the members of these bodies has been gaining more and more 

importance and becoming increasingly rigorous, and it will continue to get special attention from the 

supervisor and regulator.   
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Continue to promote confidence in the financial system 

To continue promoting confidence in the financial system, efforts are expected to be made to identify and 

mitigate conduct risks, namely breach of rules on money laundering and terrorist financing prevention, and 

breach of trade rules, insufficiencies related to computer systems, irregularities and fraud, among others.   

There is thus a need for continuous improvement of corporate governance, accountability of management 

bodies’ members (executive and non-executive) and oversight through sound and prudent institution 

management, institutionalization of a risk control environment at all levels, introduction of a culture of 

values and good practices, in order to continue to strengthen the institutional image and the confidence of 

customers, depositors, investors, shareholders, creditors, employees and the general public. 

Strengthen market conduct supervision as an important stability tool 

The role of market conduct supervision is established in the Financial System Basic Law as an important 

pillar of financial system soundness and stability. Market conduct supervision aims to establish and monitor 

the rules and procedures to be observed by financial institutions in their relation with their customers. 

Market conduct supervision is delegated to the Consumer Support Office, an internal structure that 

oversees institutions’ conduct, setting specific rules to protect consumers' rights, guarantees and legitimate 

interests, with a view to strengthening confidence in the financial system.  

Assessing complaints is an instrument for financial institutions to monitor compliance with the rules in 

force. In fact, BCV promotes the necessary steps to verify compliance with its norms, adopting the 

appropriate measures to remedy detected non-compliance, subject to the initiation of an administrative 

offense procedure whenever the conduct of entities, namely given its gravity or reiteration, justifies it.     

Through market conduct supervision, improvements can be seen in the quality of services provided by 

banks, which promotes customer confidence in the banking system. 

Better assessment of banks’ risk profile 

In the context of risk-based supervision, where the supervisor analysis is guided by the knowledge of the 

magnitude of risks and the quality of the associated control systems, Banco de Cabo Verde initiated the 

process of evaluating banking institutions. The primary objective of this process is to allow for an adequate 

assessment of each institution’s risk profile and, thus, outline efficient resource allocation, set supervisory 

priorities and implement best practices, with a view to enhancing their financial and prudential soundness. 

Thus, the process initiated here will gradually be applied to the whole set of national banks.   

Continue the regulation efforts to strengthen financial stability  

After the Financial System Basic Law (Law no. 61/VIII/2014, dated April 23) and the Law on Financial 

Activities and Institutions (Law no. 62/VIII/2014, dated April 23) became effective, Banco de Cabo Verde 

published important Notices, aiming at the practical implementation thereof. The Central Bank is expected 

to continue efforts to institutionalize a modern and efficient regulation, aligned with the best international 
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practices and adapted to the country’s reality, aiming to establish an environment conducive to the 

maintenance of financial stability. 

Need for continued interaction between monetary policy and financial stability 

Banco de Cabo Verde’s Board of Directors decided, in February 2015, to reduce the minimum reserve 

requirements by three percentage points, to 15 percent, reduce the reference rate by 25 basis points, to 

3.5 percent (and, consequently, the marginal lending facility and rediscount rates, by indexation), and 

reduce the deposit rate by 25 basis points, to 0.25 percent. 

At the heart of the decision were the objectives of stimulating credit and favoring the country's economic 

growth, with a view to maintaining financial system stability. This measure stresses the importance of 

ongoing interaction between monetary policy decisions and financial stability issues.  



Chapter VI – Financial Stabilization Strategies and Measures 

 
 

 
Banco de Cabo Verde – Financial Stability Report 2015 73 

 

Box 4: The bill on the Deposit Guarantee Fund in Cabo Verde 

The formal institutionalization of deposit guarantee schemes27 has been a dominant trend in the world 

since the outbreak of the economic and financial crisis in 2007. 

The real rationale underlying this action is the impact of a banking system collapse on the real economy, as 

a result of small depositors' fear of losing their savings, represented by "bank run," i.e. the withdrawal of 

funds deposited, motivated by the loss of confidence in the institution’s solvency. 

In Cabo Verde, although the financial system is relatively stable, the vulnerabilities evidenced in the loan 

portfolio raised the awareness of Banco de Cabo Verde about potential systemic risks and the need to 

implement additional instruments to strengthen financial protection networks. 

In this context, and as part of bank crisis prevention, management and resolution, Banco de Cabo Verde 

prepared a bill aimed at creating the Deposit Guarantee Fund (FGD), as an integral element of the 

Guarantee System recommended in article 51 of Law no. 61/VIII/2014, dated April 23, the Financial System 

Basic Law.  

In essence, the FGD aims to fulfill the need to give depositors, – particularly the small ones, – who have the 

greatest difficulty in assessing credit institutions’s risk, the assurance that their deposits will be reimbursed, 

even if the credit institution is unable to do so, which is an essential factor for strengthening confidence in 

the banking system and thus for safeguarding financial system stability. 

In order to effectively meet the Fund's objectives, it was necessary to consider the specificities of the Cabo 

Verdean financial system and good practices, systematized in "recommendations," in particular those from 

the Basel Committee on Banking Supervision – International Association of Deposit Insurers (IADI), and the 

Financial Stability Forum. 

Good practices in this area advise that insurance systems should be appropriately structured/designed to 

be widely understood by the public, credible and avoid moral hazard effects. 

For proper scrutiny of the bases that govern the FGD’s creation, the project goes through a public 

consultation process. The aim is, therefore, to enable all banking system participants to express 

themselves, sending comments and suggestions on the essential parameters of the FGD, namely: 

establishment of the coverage level; scope of coverage; the origin of the financial resources to establish the 

Fund; the approach that would be used to adjust risk premiums; setting of the target for FGD provisioning; 

the plan to adopt if the reserve is not satisfactory to honor and reimburse depositors; and the Fund’s 

organic structure, responsible for its management, as well as the responsibilities undertaken.  

 

 

                                                           
27

 Also called Deposit Insurance Schemes 
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Annex 1 - Financial soundness indicators in the banking and insurance systems 

2011 2012 2013 2014 2015

BANKING SECTOR 

Capital adequacy

Overall adequacy ratio of equity 13,9 14,2 15,1 15,6 16,1

Tier I / Risk weighted assets 13,3 13,9 13,7 14,4 14,8

Asset quality

Overdue loans and interest / Total loans (Circular No. 150 of 12/28/2009) 6,9 8,9 11,7 14,3 13,3

Impaired Loans (IAS / IFRS) / Total Loans 11,8 14,1 16,4 18,7 16,5

Loans at risk / Total loans - 17,3 24,7 29,4 19,6

Impairment / Impaired loans (IAS / IFRS) 57,0 53,7 51,6 48,8 54,4

Impairment / Overdue Loans (Circular 150) 97,1 84,4 72,0 63,7 67,5

Profitability

Implicit lending interest rate 9,6 6,1 6,1 6,1 5,5

Implicit deposit rate 3,2 2,6 2,6 2,4 2,7

Implicit margin 4,0 3,6 3,5 3,6 2,7

ROE - return on equity (after tax) 7,9 3,9 4,9 3,5 5,7

ROA - return on assets (after tax) 0,6 0,3 0,4 0,3 0,4

NII - Net interest income (% of total assets) 3,7 3,2 2,8 2,4 2,5

Net fees and commissions (% of total assets) 0,5 0,5 0,5 0,4 0,5

Operating expenses/operating income 68,5 76,5 78,1 82,0 67,5

Operating costs/net total assets 3,3 3,2 2,9 2,8 2,3

Liquidity

Net assets/total assets 7,1 15,3 22,1 20,4 21,9

Net assets/short-term liabilities 9,7 21,4 29,0 25,1 26,8

Loans/deposits ratio 86,0 79,1 67,5 61,5 59,5

INSURANCE SECTOR 

Growth of Gross Premiums Issued (%) 4,7 -3,3 -3,0 -4,0 6,2

Degree of insurance penetration in the economy (% of GDP) 1,7 1,5 1,4 1,3 1,4

Return on Assets - ROA 13,7 10,3 9,4 13,9 11,5

Degree of coverage of technical provisions by assets 170,5 169,6 150,6 115,9 108,6

Solvency margin 279,2 300,8 408,2 379,7 401,8

(In percentage; end of period values)

 

Source: Banco de Cabo Verde 
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Annex 2 - Balance sheet and aggregated income statement of the banking sector 

Cash and cash equivalents 15 793 30 159 24 626 -18,3% Interests and similar income 9 831 9 578 10 203 6,5%

Investments in credit institutions 45 416 29 721 38 807 30,6% Interest and similar expenses 4 483 4 747 4 890 3,0%

Unimpaired loans 82 867 80 325 85 099 5,9% NET INTEREST INCOME 5 348 4 831 5 313 10,0%

Securities 30 846 35 953 37 266 3,7%

Impaired loans 16 215 18 486 16 852 -8,8% Income from equity instruments 197 223 152 -31,8%

Accumulated impairment -8 361 -9 029 -9 170 1,6% Net fees and commissions 872 845 949 12,2%

Derivatives 0 0 0 Income from assets and liabilities at fair value through profit or loss 40 -2 -21 790,2%

Investment properties 10 10 10 0,0% Income from available for sale financial assets 0 3 1 -58,3%

Non-current assets held for sale 417 1 382 2 680 93,9% Income from currency revaluation 295 326 338 3,5%

Current and deferred tax assets 946 990 1 053 6,4% Gains from the sale of other assets 0 17 0 -100,0%

Non-financial assets. (Net.amort.) 5 704 5 569 5 712 2,6% Other operating income 347 480 539 12,2%

Other assets 3 050 3 999 6 329 58,2% COMPLEMENTARY MARGIN 1 750 1 893 1 958 3,4%

TOTAL ASSETS 192 902 197 565 209 263 5,9% OPERATING INCOME 7 098 6 724 7 271 8,1%

Funds from Central Banks 8 039 5 5 11,3% Staff costs 2 684 2 671 2 754 3,1%

Funds from Credit institutions 7 710 8 304 8 523 2,6% General Administrative Expenses 2 172 2 204 2 114 -4,1%

Deposits 146 856 160 561 171 417 6,8%

Subordinated bonds 2 030 1 482 1 383 -6,7% OPERATING CASH FLOW 2 243 1 850 2 404 30,0%

Derivatives 0 0 0 Depreciation for the year 687,4 661,2 646,0 -2,3%

Liabilities not considered as available for sale and discontinued operations0 0 0 Provisions net of reversals and cancellations -950,4 -25,9 34,2 -232,1%

Other provisions 5 212 5 343 5 425 1,5% Impairment of other fin. assets net of Revers./Recoveries 1 739,0 636,1 590,8 -7,1%

Current and deferred tax liabilities 243 179 262 46,5% Impairment of other assets net of Revers./Recoveries 47,6 55,8 251,4 350,9%

Other liabilities 8 122 6 492 6 684 2,9% INCOME BEFORE TAXES 719 522 882 68,8%

Capital and reserves 17 089 17 472 17 978 2,9% Current income 70 31 111 253,7%

Retained earnings -2 910 -2 741 -3 165 15,5% Deferred income 137 23 19 -17,5%

Income for the year 511 467 751 60,7%

TOTAL LIABILITIES AND EQUITY 192 902 197 565 209 263 5,9% INCOME AFTER TAXES 511 467 751 60,7%

Change 

(2015/2014)
INCOME STATEMENT Dec-13 Dec-14 Dec-15

Change 

(2015/2014)

in million escudos

AGGREGATE BALANCE SHEET Dec-13 Dec-14 Dec-15

 

Source: Banco de Cabo Verde
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Annex 3 - Net interest income of the banking sector 

AVERAGE BALANCE INTEREST
AVERAGE ANNUAL 

RATE
AVERAGE BALANCE INTEREST

AVERAGE ANNUAL 

RATE
Rate Volume

PAID ASSETS

1. Assets 15 123 2 0,01% 21 652 1 0,01% -1 -1 0

    Assets at central banks 10 684 0 0,00% 16 860 0 0,00% 0 0 0

     Assets in other CIs 4 439 2 0,04% 4 792 1 0,03% -1 -1 0

     Other assets 0 0 0,00% 0 0 0,00% 0 0 0

2. Investments in Cred. Inst. 36 298 182 0,50% 34 249 166 0,49% -16 -6 -10

   Investments in CI in the country 23 717 80 0,34% 20 991 68 0,32% -12 -3 -9

    Investments in CI abroad 12 581 103 0,82% 13 258 99 0,74% -4 -9 5

3. Domestic and Foreign Loans 78 962 7 194 9,11% 82 712 7 282 8,80% 87 -243 330

4. Trading and Investment Securities 36 760 1 496 4,07% 36 609 1 738 4,75% 242 250 -7

Fees and Commissions received 325 360 36

Sum 1 167 144 9 199 5,50% 175 222 9 548 5,45% 349 -13 310

PAID LIABILITIES

1. Funds from financial institutions 9 142 203 2,22% 8 419 186 2,20% -17 -1 -16

     Banco de Cabo Verde funds 0 0 0,00% 0 0 0,00% 0 0 0

     Fundss from other Central Banks 838 14 1,64% 5 0 0,00% -14 -14 0

    Funds from CI in the country 1 272 47 3,70% 1 318 53 4,01% 6 4 2

     Funds from CI abroad 7 031 142 2,02% 7 096 133 1,87% -9 -11 1

2. Deposits 160 737 4 539 2,82% 170 729 4 692 2,75% 153 -122 275

Fess and Commissions paid 5,3 12,2 6,9

Sum 2 169 879 4 747 2,79% 179 148 4 890 2,73% 125 -144 262

Net Fees and Commissions 319 348 29

Net Interest Income Rate -2 735 4 452 2,71% -3 925 4 659 2,72% 207 131 48

Effect of interest rate changes 63,1%

Effect of the changes in credit volume 23,2%

Effect of changes in net fees and commissions 14,0%

(in million escudos)

IMPLICIT RATE OF NET INTEREST INCOME

ITEMS
Dec 2014 Dec 2015

Change in Interest
Effects

 

Source: Banco de Cabo Verde 
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Annex 4 - Stress test results 

Position at 12/31/2015

Adverse scenario - stress scenario

CREDIT RISK

Sectoral Shocks Number Impact on capital (million CVE)

    NPL of 11 %  - Housing 13,1 -2,2 0 0

    NPL of 19,7 %  - Consumption 13,7 -1,6 0 0

    NPL of 32,2 %  - Tourism 13,7 -1,6 0 0

    NPL of 22,9 %  - Construction and Public Works 14,7 -0,5 0 0

    NPL of 53,3 %  - Trade 13,9 -1,3 0 0

    NPL of 32,2 %  - Business support, social and personal services 12,4 -2,8 1 -436

   Concentration risk (bankruptcy of the 3 largest debtors) 10,5 -4,8 1 -724

EXCHANGE RATE RISK

30% depreciation of the domestic currency Number Loss (million CVE)

18,4 3,2 1 -43

LIQUIDITY RISK

Number Million CVE

    Race to deposits for 5 consecutive days 1 7 193 0 0

     Daily DD and TD withdrawals at 15% and 10% rates, respectively 2 9 491 0 0

     Daily availability of NA at 30% 3 8 729 1 -132

     Daily transformation of nLA at 1% 4 6 141 1 -45

5 2 554 1 -800

Source: Banco de Cabo Verde

DD - Demand deposits; TD - Term deposits; NPL (non performing Loan) - overdue loans; NII - Net Interest Income

LA - Liquid assets; nLA - Non-liquid assets; DD and TD - Demand and term deposits; Δ - change; CVE - Cabo Verde escudos

Days

Δ of Liquidity                                    

(AL - Daily withdrawals)                                 

(million CVE)

Banks short of liquidity 

Aggregate SR (%) Δ of SR (pp)
Decapitalized banks (SS < 10%)

Aggregate SR Δ of SR (pp)
Banks with losses

4 largest banks in the national banking system (80% of total assets)

42/5000

Aggregate Solvency ratio (SR) (%)
Aggregate Equity (in escudos)

15,3 12 180

 

Source: Banco de Cabo Verde 
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Annex 5 - Aggregated balance sheet of the insurance sector 

ASSETS 4 755 5 081 5 020 -1,2%

Cash and equivalent to demand deposit 107 177 249 40,8%

Total investments 3 047 3 209 3 158 -1,6%

Technical provisions for reinsurance 784 862 937 8,6%

Other debtors for direct insurance oper. 509 579 425 -26,5%

Other Assets 308 255 251 -1,6%

LIABILITIES 2 722 3 048 2 896 -5,0%

Technical provisions for direct insurance 1 803 1 971 2 042 3,6%

Other creditors for direct insurance oper. 415 552 364 -34,1%

Other liabilities 505 526 490 -6,8%

EQUITY 2 033 2 033 2 124 4,5%

Capital 800 800 800 0,0%

Reserves 996 904 1 033 14,2%

Retained earnings 46 46 46 0,0%

Net income for the year 191 283 245 -13,4%

TOTAL LIABILITIES AND EQUITY 4 755 5 081 5 020 -1,2%

(in million escudos)

Dec-13 Dec-14 Dec-15
Change 

(dec.15/dec.14)

 

Source: Banco de Cabo Verde 


