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This article provides an objective account of events and developments in Ghana’s financial sector 
since January 2017. It briefly details the developments and challenges, which the 2017-2019 
banking sector reforms have brought, as well as its impact on financial sector players.

In the spirit of transparency and in keeping with our fiduciary responsibility to our clients, an 
educative article of this nature becomes necessary, especially as financial sector players work to 
overcome the challenges that have come with the banking sector reforms. 

Fallouts of the 2017-2019 Banking Sector Reforms

The financial sector has been experiencing extreme turbulence following the financial system 
cleanup which begun in 2017 with the collapse of UT Bank and Capital Bank on August 14, 
2017. The aforementioned banks were subsequently absorbed by GCB Bank. A Receiver was also 
appointed to take over some of the assets of the two banks. 

The Bank of Ghana further revoked the licenses of Sovereign Bank, UniBank, Beige Bank, Royal 
Bank and Construction Bank on August 1, 2018. Out of these defunct banks, the Consolidated Bank 
Ghana Ltd (CBG) was established and commenced operations with a capital of GHS 400 million. 
The Government of Ghana is the sole shareholder and a Receiver was appointed to take over some 
of the assets of these five banks.

However, the Bank of Ghana on January 4, 2019 revoked the licenses of Heritage Bank and Premium 
Bank. These two banks were added to the list of Banks that constituted the Consolidated Bank 
Ghana Limited.



Also, the Bank of Ghana proceeded to accept and approve an application for a Savings and Loans 
license by GN Bank, after it failed to meet the new minimum required capital of GHS400 million, 
whereas the Bank of Baroda voluntarily applied for winding-up. The Bank of Ghana approved 
an Assumption Agreement between the Bank of Baroda and Stanbic Bank, where deposits and 
selected loans were assumed by Stanbic Bank.

Furthermore, banks such as Agricultural Development Bank, National Investment Bank, OmniBSIC 
Bank, UMB Bank and Prudential Bank were supported by the Ghana Amalgamated Trust Ltd (a 
special purpose holding company set up with funding from some private pension funds) to meet 
the new capital requirement.

It is important to note that numerous reasons have been provided for the collapse of these 
institutions and the subsequent actions by the Bank of Ghana to revoke their licenses. Below are 
a few of the reasons:

Insolvency, which is the inability of a company to meet their liabilities as and when they fall 
due or a company having more liabilities than its assets. Thus, a bank may be profitable (i.e. 
have more assets than liabilities) but may be collapsed due to its current inability to pay its 
obligations as they fall due. 
Inability to meet the new minimum capital requirement. 
Negative capital adequacy ratios.
Non-existent and/or untraceable paid up capital.
Nonpayment or delay in the payment of contractors by government. These contractors 
borrowed funds from the financial institutions to execute government contracts, so a delay 
or non-payment means they also defaulted in repaying the loans borrowed from these 
financial institutions.
Non-performing loans.
Poor corporate governance practices and internal control weaknesses.
Related party transactions not done on arm’s length basis and not properly disclosed. 
Lack of proper supervision and general regulatory failures.
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Following the acquisition of UT Bank and Capital Bank by GCB Bank and the creation of Consolidated 
Bank Ghana Limited, the following actions have either been taken or announced:

Utilize the funds made available by the Government of Ghana for the financial system cleanup 
to protect depositors’ funds.
Validate claims and pay depositor’s funds as at the date the licenses of these Banks were 
revoked in accordance with law.
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Factors Leading to the Collapse of some Banks

Key Regulatory Interventions after the Collapse of 
some Banks



Recover the loans of these Banks.
Trace properties belonging to these Banks and sell them to recover some funds. 
Recover funds that have been diverted to related parties by lifting the veil of incorporation.
Settle other creditors in line with the hierarchy of creditors’ claim as prescribed by the Banks 
and Specialized Deposit-Taking Institutions Act, 2016 (Act 930). 
Sanction current and former Bank of Ghana employees who connived or condoned with 
these institutions.
Drastically reduce the interest rate on fixed deposits by Consolidated Bank to 7.5%; a rate, 
which is below the inflation rate and treasury bill rates.  
Consolidated Bank initially restructured all fixed deposits by asset management firms to five 
years. Subsequently, this decision was changed to the payment of 30% of validated claims 
and the remaining 70% paid over a period. Finally, they decided to pay all validated claims 
since the first two options worsened the liquidity crisis, as firms were not receiving the 
needed funds to pay their clients.  

3.
4.
5.
6.

7.

8.

9.

The implications of these collapsed Banks were that, there were:

In summary, the clean-up which started with the collapse of the above-mentioned banks created 
a contagion effect by affecting the entire financial sector. In fact, it generated uncertainty, fear and 
panic, which resulted in panic withdrawals. These affected the local banks and other financial 
institutions such as Savings and Loans, Community and Rural Banks, Asset Management Firms, 
among others. Thus, although the sanitization of the sector started with the banks, it has had a 
negative impact on the entire financial sector, resulting in a full financial crisis. Communication to 
the public by Bank of Ghana also worsened the crisis; the Bank of Ghana was always in the news 
informing the public about their future course of action. This led to further panic and run-on more 
financial institutions resulting in more defaults and insolvencies.

Stay tuned to the Financial and Investment Market Update for more information on the meaning 
and implications of the banking sector clean-up on the financial sector.

Uncertainties in the financial system
Loss of confidence in the financial system
Panic withdrawals
Liquidity crises
Job loses 
Contagion effect; transmission of the effects of the collapsed banks to other sectors of the 
financial sector; etc.
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