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1. Introduction and Purpose

This paper presents a structural and performance-based review of Tanzania’s banking sector
using published unaudited 2025 results. The 2025 results show that Tanzania’s banking sector
continues to generate strong profitability among leading institutions, with CRDB reporting net
income after tax of TZS 551.5 billion and NMB reporting TZS 646.9 billion, while a number
of smaller institutions remain weak or loss-making. The performance results also show that
Tanzania’s banking system is operating within a macroeconomic environment that remains
broadly supportive of credit growth and financial stability, with sustained economic expansion

and strengthening payment and transaction infrastructure.
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The sector’s performance should be interpreted in a post-COVID-19 context. Across Tanzania
and peer markets, the COVID-19 period accelerated digital adoption and pushed banks
toward faster modernization of transaction platforms, agent banking, and customer
onboarding. The evidence for this structural shift is visible in the 2025 efficiency outcomes,
where leading banks record cost-to-income ratios (CIR) below 45%, while many smaller
institutions remain above 70% and in some cases above 100%, indicating that technology-
enabled operating models have increasingly become the dividing line between scalable banks
and structurally constrained banks. This divergence is not unique to Tanzania; it is consistent

with post-COVID banking outcomes across East Africa.
2. Market Structure and Concentration

The 2025 results confirm a highly concentrated banking sector. CRDB Bank Plc reports total
assets of TZS 22.2 trillion, while NMB Bank Plc reports TZS 17.2 trillion. Together they
account for roughly TZS 39.4 trillion in assets, compared to total sector assets in the dataset
of TZS 79.4 trillion. This implies that the top two banks alone represent close to half of the
total assets captured, confirming the structural statement that Tanzania is effectively a two-
bank system at the top, with everyone else competing for the remaining half. The
concentration is not merely an accounting outcome; it has operational and strategic
consequences. The top two banks also report very large deposit bases, with CRDB deposits
at TZS 14.7 trillion and NMB deposits at TZS 12.2 trillion, giving them combined deposits
more than 50% of the total bank’s deposits.

This deposit dominance strengthens their ability to price loans competitively, invest in
technology, and absorb rising compliance and operational costs. The long-run trend of
increasing concentration is visible when comparing earlier-year datasets. In the 2019 and
2020 datasets, the top banks already held a dominant position, but the 2025 scale gap
appears wider as the largest banks have expanded their asset bases materially while many
smaller institutions remain below TZS 1 trillion in assets. This confirms that Tanzania’s sector
is increasingly evolving toward a platform structure in which scale advantages compound over

time.

Figure: Dominance of Top Two Banks in Assets and Deposits — 2025

40.0

20.0

22.2
CRDB NMB

M Asset M Deposit



OAML

3.  Profitability and Return Profile

The 2025 results show that the leading banks continue to deliver strong profitability and
internationally competitive returns. CRDB reports ROA of 5.3% and ROE of 29.3%, while NMB
reports ROA of 4.0% and ROE of 27.0%. NBC reports ROE of 26.9%, while Stanbic reports
ROA of 4.0% and ROE of 23.8%. These returns are exceptionally strong for a commercial
banking sector and indicate that Tanzania's leading institutions are not only growing but

converting income into profit efficiently.

Figure 2: Selected ROA & ROE for Banks-2025

40.0 =@=— ROA =@= ROE
i O e e O O e e O e e ()
Q® Q C & 2 o M ) Q D o v Q &
Q N O Q C & O S ) N4 »
(39 e@ A <<«+\ v:\?o c,‘@ ] [ Q + B vﬁb “9\}\ C

However, profitability is uneven across the sector. Several banks report negative year-on-year
changes in net income, including Standard Chartered (-19%), Absa (-11%), Ecobank (-54%),
and Citi (-53%). Other banks show very strong profit growth, including Equity (+111%),
Letshego (+79%), and Azania (+52%). This dispersion suggests that sector performance is
increasingly determined by business model positioning, efficiency, and risk discipline rather
than by macroeconomic conditions alone. The sector is therefore not experiencing uniform

growth; it is experiencing a widening divergence between winners and laggards.
4. Income Structure and Business Model Composition

The 2025 dataset indicates that Tanzania’s banking sector remains predominantly interest-
income driven, reflecting the continued centrality of credit intermediation. The results also
highlight the increasing significance of non-interest income. CRDB reports non-interest
income of TZS 684.7 billion, while NMB records TZS 631.2 billion. In both cases, non-interest
income accounts for approximately 27% of total revenue, underscoring its growing contribution
to the earnings structure of dominant banks. This means that for leading banks, non-interest
income is no longer marginal; it represents a major component of total revenue and acts as a

stabilizer during credit cycles.

The prominence of non-interest income is particularly evident among corporate and
international banks. For instance, Standard Chartered reports non-interest income of TZS
134.7 billion compared to interest income of TZS 91.1 billion, meaning that 60% of its total
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revenue is derived from non-interest sources, reflecting a predominantly fee-based and

transaction-driven business model.

5. Operating Efficiency, Staff Cost, and the Productivity
Relationship

Efficiency is the clearest competitive differentiator in the 2025 results. NMB reports a CIR of
37%, while CRDB reports 42.6%. PBZ reports an even lower CIR of 32.3%, showing that
efficiency leadership is not confined to the largest banks. These outcomes imply strong
operating leverage and the ability to scale revenue without proportionally scaling cost. In
contrast, Tanzania Commercial Bank reports CIR above 70%, while several smaller
institutions report CIR above 80% and some above 100%. Institutions with CIR above 90%
are typically structurally challenged, as they have limited capacity to generate sustainable

profit under normal conditions.

Figure 3: Top Banks in Cost Efficiency (CIR) 2024-2025
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A key driver of this divergence is workforce productivity. Globally, banking efficiency improves
when institutions operate in economies with higher labour productivity, stronger digital
penetration, and deeper skills density. Tanzania’s economy, while growing, remains
characterized by lower labour productivity compared to advanced economies. International
benchmarks suggest Tanzania’s output per worker is USD 7,000 per year, compared to
roughly USD 120,000 in the world’s most productive economies. This reinforces that
Tanzanian banking efficiency gains must be driven primarily by digitisation, automation, and

operating leverage rather than wage suppression.
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Figure 4: Labour Productivity Comparison
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The dataset also shows that the best-performing banks often have high staff numbers and
substantial staff costs, yet still achieve low CIR. Staff cost as a share of total cost varies widely,
and cost per staff differs significantly, reflecting different business models and talent
structures. However, cost per staff does not independently determine efficiency. Some
institutions with relatively high cost per staff still achieve low CIR because their staff generate
high income output and manage larger portfolios. Conversely, many smaller institutions show

lower cost per staff but high CIR because productivity is low and operating scale is insufficient.
6. Asset Quality and Credit Risk Distribution

The 2025 results indicate that the largest banks have maintained relatively low NPL ratios,
typically below 3%. CRDB reports NPL of 3.0%, while NMB reports 2.5%. Standard Chartered
reports 1.5%, Absa 1.2%, and Equity 1.1%. Notably, Citi Bank continues to report an NPL
ratio of 0%. These figures suggest that Tanzania's leading banks have strengthened
underwriting, improved portfolio monitoring, and built more robust recovery capacity. The low
NPL ratios among the largest banks are particularly significant because these institutions
dominate assets and deposits, meaning that their stability anchors confidence in the financial

system.

In contrast, many smaller institutions report materially higher NPL ratios. Several banks report
NPL ratios above 6%, with some above 10% and extreme cases above 18%, indicating that
credit risk is disproportionately concentrated in the lower tier of the sector. The systemic
implication is subtle but important: while the top of the sector appears stable and profitable,
fragility may accumulate at the margins where high NPLs combine with weak profitability and
high CIR.
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7. Comparative Perspective: East Africa

The performance patterns observed in Tanzania are consistent with broader East African
banking trends. Across Kenya, Uganda, and Rwanda, the banking sector has similarly evolved
toward higher concentration at the top, stronger efficiency among platform banks, and rising
structural pressure among smaller institutions. Tanzania’'s two-bank dominance is particularly
pronounced relative to some peer markets, but the underlying mechanism scale, efficiency,
digital delivery, and platform economics is shared. The most consistent regional trend is that
banks that have achieved large transaction volumes through mobile and agent ecosystems
have structurally lower CIR and higher resilience, while smaller banks face rising compliance

and technology costs that compress profitability.

This regional pattern is also reflected in a rising HHI (Herfindahl-Hirschman Index), indicating
that the sector is structurally shifting toward higher concentration, where a small number of
large platform banks increasingly dominate deposits, payments, and credit distribution. In such
a structure, efficiency and stability at the top may improve due to scale and technology
leverage, but competitive pressure weakens over time, raising the risk of pricing power, fee
rigidity, and slower innovation outside the leading institutions. A higher HHI also implies that
systemic risk becomes more concentrated, meaning that distress in one or two dominant
banks can have disproportionate effects on financial stability, payment systems, and

confidence across the sector.
8. Forward Outlook: Short-Term and Long-Term Futures

In the short term, the sector’s growth outlook remains positive. The leading banks are likely to
continue expanding their balance sheets and profitability, supported by their deposit
dominance, strong non-interest income, and superior efficiency. The short-term outlook is
therefore one of continued growth, with the largest banks most likely to sustain high returns

due to their operating leverage and technology investment capacity.

Table 1: Credit to the Private Sector Trend

Year Jan Feb Mar Apr

May Jun Jul  Aug

Sep Oct Nov Dec Avg

2018 2.1 1.4 1.2 0.8 2.7 4.0 3.7 5.2 4.9 4.8 5.0 4.9 3.4
2019 7.3 9.2 9.6 10.6 9.0 76 122 8.2 9.3 9.8 8.9 6.2 8.99
2020 6.6 5.8 6.5 4.4 3.5 2.5 5.5 6.8 5.2 4.9 5.2 3.1 4.99
2021 2.6 2.5 2.3 4.8 4.7 3.6 4.1 3.2 4.6 5.6 7.8 10.0 4.65
2022 100 119 134 134 150 194 201 20.7 220 237 226 225 17.89
2023 231 225 229 225 225 212 208 210 195 179 183 171 21091
2024 17.7 168 16.6 168 176 165 176 16.7 175 17.0 153 124 17.03
2025 128 13.2 140 148 179 159 159 16.2 16.1 16.1 181 235 16.20
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Over the long term, the most probable trajectory is further consolidation and platform
dominance. Institutions with persistent CIR above 70% and NPL above 6% are unlikely to
remain competitive without restructuring, recapitalization, or strategic repositioning. The
sector may therefore evolve into a structure where a small number of large platform banks
dominate deposits, payments, and mass-market lending, while smaller institutions either
consolidate or survive as niche specialists. Over time, data-driven credit models, fraud
analytics, automated underwriting, and digital monitoring will become decisive. The future of
banking competitiveness will therefore increasingly depend on digital capital—systems, data,
and automation capacity alongside traditional financial capital, and in a lower labour
productivity economy this dependency becomes even stronger because technology is the
primary mechanism through which banks can raise output per employee and sustain globally

competitive efficiency.
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