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Strategy fE#g
« Create commercially viable MFIs to attract private capital
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- Ensure long-term profitable growth of MFis
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— develop capital markets linkages BANI IR
launch product innovation i\
P » il e o L

Implementation Tools AT TR
« Establish greenfield private sector MFls RUBHARAMITABIERIIE
- Transform NGOs into regulated MFis $#tJFBURZHA H IE MBS TRhLA
« Encourage commercial banks in MF: direct/agency model
BB TET MR BRRAEMER
+ Mobilize private capital for MFIs through pooled investment vehicles
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+ Promote MF as an attractive asset class to capital markets investors
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's MF Philosophy ...
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IFC’s Microfinance Portfolio(December 31, 2005)
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« Commitments = US$358M
#8444 358, 000, 00037T
- 105 Projects 1054M5 B
+ 45 Countries ASAER
- Focus areas: ZEA4IR
Greenfield MFls
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NGO transformations
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Global MFI Partner Networks
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Commercial bank MF programs
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Double Bottom-Line: : o
Development Impact and Financial Sustainability

IFC’s Microfinance Investment Program
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IFC Investment

Financial Return
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Number Average Loan

Regionfii X Numberck ﬁ/;g“’,‘%‘%g’% ﬂ&f%&?&* Of Borrowers
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Africall-# 8 6 7.9%
AsialE 3l 19 86 14.0% 287 650 2,264
Europeldk i 1 7 204% 185 988 5,330
LACH % 12 60 14.9% 837 785 938
World tt 5 A 6 27 nfa nla nla nla
Total kit 56 256 14.3% 1,389 2,492 2,349

Approximate as of December 31, 2004
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“exclude repayments and closed projects
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IFC has Supported Sustainable Microfinance Through... IFC has supported all Microfinance Delivery Models
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Providing Technical Assistance and Advisory Services for the Institutional ADDroaChes *}L*@J‘é‘_}fﬁs
creation/strengthening of MFIs and for legal and regulatory reforms; . G field MFI ()’/J:/J\Aﬁfﬁ*ﬂﬁ
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+ NGO scaling / transformation  JEBURF 2 23S 25

« Investing in equity and debt issues for its own account; 3
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+ Finding technical, equity, and debt partners for MFls; * Bank DOWﬂSC&ling !EMT?{MMMHE“
FMBE AU TRER. BASTRS Ak - Service Company [ &N
fégyéggnn%i}gﬁgglc guidance and management oversight through Board « Collective Investment Vehicles #44#% T H
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Catalyzing local currency funding for MFIs through: Credit Technologies féﬁ?ﬁ?ﬁ
AU B MR R A R R TR + Individual Lending A NAEDE
+ Guarantees; {liff : :
- Domestic bond issues; and  RATIE M fii : S.()“damy GrQUpS IZ”ZIS e
+ Securitization of MF portfolios; and i % {4 /INaifs DY 4 &5 : Vlllage Bankmg ZRAAT
Helping MFIs with new products development. * Self He'D Group Linkages E‘ ﬁb WMLEK/%
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Credit Delivery Models: IFC’s Experience Most of the successful MFIs are in high population density urban areas

because of...
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« Lower costs of servicing clients

; NGO Investment S o s
Region#iX. Greenfleld Bank Downscaling Transformation \\;ehicle Hﬁ%gﬁ Hqiﬁd&ﬁkzt—(
ROEEAR pymmpen  gwTh - Time tested appraisal / monitoring systems
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« Easier staff hiring / training
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» Assured IT system connectivity / maintenance
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Approximate as of December 31, 2004
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Successtul MEIs have been SIOW In moving to rural areas

mainly because of Government Role for the Promotion of Microfinance in

China FEBUFEEREN BT R R RIMAE
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+ Smaller markets ST/

+ Borrowers’ risk profiles are different ff 44 XUk &E A A « Introduce conducive legal and regulatory frameworks.
« Significant differences in appraisal / monitoring Support prudent, growth driven MFI regulation and
FEVERGANE 11 3% % 5% monitoring
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« Difficult to find good credit / IT staff, retraining ﬁ;ﬁ%ﬁ%ﬁﬁ;’;g@ SCHFURIUN, BICHREN Pt
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MO BB RAF A %65 BB BT, AT #EHE - Be a facilitator rather than operator of MFIs. Make MF
« Unsure IT connectivity / maintenance attractive business for private investors
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« Allow MFlIs to offer a full range of financial services,

= High cost of credit delivery Stk At i A including savings and deposits
= Full cost recovery not always possible SOV NG SRR G A 1 SR, R BRI 2k
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Government Role in Securing the Growth of Microfinance in

China * EBRZERIEMIE RE K INAE

» Make sure MFIs can charge high enough lending rates to cover the
full cost of credit delivery
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Refinancing funds at market rates only
B SR T I R A RSP 1l
+ Encourage commercial banks to engage in microfinance For rapid
rural penetration, support MFIs with up-front performance based
grants. But avoid perpetuating grants to inefficient MFls.
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...lessons from experience...
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IFC-Supported MFIs have demonstrated that
private capital can help in the scaling up of MF
operations even in most difficult environments and thus
deliver meaningful development impact, in a relatively
short period of time.
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