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INTRODUCTION

“In Belize the binding constraint to growth is the high
cost of finance”

Hausmann, Ricardo / Klinger, Bailey (2007). Growth diagnostic: Belize. IADB.
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To what degree access to finance is a major obstacle to
firms’ development?

Source: Enterprise Surveys (2010). The World Bank.

Firms continue to see access to finance as a 
major obstacle

% of enterprises considering it the main 
constraint

Belize CA LAC

66.8 23.2 30.8
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Actually, Belize has a good financial depth
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DIAGNOSTIC AND MAIN CHALLENGES:
It appears to be a matter of cost …

• Real interest rate in the 2000s has been around
13%, the second highest in the Caribbean (after
Haiti) and in the top 20 (highest) among 150
countries in the world.

(Auguste and Cornejo, 2013)
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I. Caused by low level of competition:
o 5 commercial Banks accounts for…

- 65% of the total assets; and
- 80% of the formal credit market.
- 2 main banks accounting for 70% of the banks loans.

o Personal loans:
- 24% of total banking loans (Central Bank of Belize, 2012)
- Credit unions lend exclusively to members

• What explains high interest rates in Belize?
Probable causes:

DIAGNOSTIC AND MAIN CHALLENGES
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DIAGNOSTIC AND MAIN CHALLENGES

• II. Caused by operation cost: Relatively high intermediation costs 
point to low technical efficiency.

8



III. Caused by regulator’s intermediation: Prudential
regulations implicitly tax the financial sector.

• Belize is in the large set of countries with high non-remunerated
reserve requirements. Gray (2011)

• Liquid assets requirements force lending to government to below-
market rates.

IV. Caused by non-performing loans ratio: high, above
the prudential benchmark (5%).

Ratio NPL / Total loans = 10.6%
(Central Bank of Belize, 2012)

DIAGNOSTIC AND MAIN CHALLENGES
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Access to finance: there are also 
institutional and regulatory issues 
to be considered

10



DIAGNOSTIC AND MAIN CHALLENGES

• Access to finance: The relevant indicators from the
“Doing Business” Index show weaker performance than
the rest of the region
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DIAGNOSTIC AND MAIN CHALLENGES

• Institutional and regulatory constraints:

• No collateral registry in operation.

• Regulation: Very limited use of movable assets
as collateral.

• Costly debt recovery process.

• Lack of formal credit bureau.

• Consumer Protection: No institutional structure is
in place. Outdated law.
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• Interest rates:

A.Improving regulatory issues:

• Further reductions or removal of:

– minimum savings rate; and

– non-remunerated reserve requirements.

• Maintain fiscal discipline and financial stability.

• Non-performing Loans: maintain banking prudential rules to
ensure adequate approach

POLICY RECOMMENDATIONS 
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B.Improve Efficiency of financial intermediation.
• Promoting secure technological platforms and financial
infrastructure through PPP.

– Studying Mobile Banking feasibility

– Fostering the integrity of payments’ system

• Empowering the demand, by improving financial literacy at
household level.

• Complete implementation of the Credit Bureau.

POLICY RECOMMENDATIONS

14



• Access to finance:

i. Regulate moveable property regime.

ii. Create Moveable Property Registry.

iii.Improve debt recovery procedures.

iv.Develop Consumer Protection framework.

v.Develop credit information sharing (Credit Bureau).

POLICY RECOMMENDATIONS
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