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Introduction & Background

SENER
Serving a significant portion of the poor will require
massive volumes of private capital
VPN SN e N IR YNAZ N
Development agency capital — necessary, but not
sufficient
RIEMRB MBI, HALH
“Transitions to Private Capital” research funded by
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Investor and Donor Expectations

B E MR KHE

NGO (Socially Motivated) Ethos
MAEBURFLZR (REABRSD K
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Private Sector (Capital) Rules
BAETT Cod) BN
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MFI Global Debt Demand Estimates
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Based on 30% annual growth of assets and 5% of debt being replaced by savings annually
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Debt Remains Important
RRBREE
Small Unregulated MFIs - NGOs, National Development Banks
AR TR MEE A —EBUR AR, BRIFRET
Large, Unregulated MFIs - National Development Banks, NGOs, Dev
Finance Agencies
RBIEEAMIE YA —EZFFRET, FBRAL, FTFREMHN
Newly Regulated MFIs - National Development Banks, Dev Finance
Agencies, Deposits
FIEM MRS A —BERFFRIVAT, FTFREMP S, BT
Mature Regulated MFIs - Deposits, National Development Banks,
International Dev. Finance Agencies, Deposits

RRES MRS —ET, ERFFREIT, EFREMT N

Donor Capital Considerations

R RAREH

Fulfill specific institutional needs?
LR R 2
Is it a high risk - high reward situation?
A i U — 1 [ R P T L e 2
Is capital otherwise available?
A HAR ISR B A ?

Will it demonstrate to private sources that
capital can be used profitably?
AT 0 B 08 UE W B AR A BRI ?
Will it directly lever private capital?
AT ELARATAT S IR N BEA 2
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Quasi-Commercial Debt Considerations
HERG LSR5

Strong Performance K 4FIiE1:
Growing Client Base K )%/ F&fil
Good Governance and Reporting K 471 BRI 1
Credit History {59875
Pay at or Near Commercial Rates

L b A 2 A e M S AT

(Hard currency) (i )
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The Competition:
Non-Commercial Foreign Debt is Concentrated

RHF FRLERETE

Private - LargefA A- K
Public - Small 6% 19%

Private - Small  32%

BA-DE

43%,
Public - Large’éii—j(i

Public = donors, government, government agents etc.
AR, B, BOFHLIGS
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Equity Challenge: A Suitable Investor
BeAERShE: AENBRE

Suitable Investor X Only Social Investors
EIE R TE =M AL S BB
Developing a credible dividend history

TP ARG I S
Sell sub debt, which is often treated as equity capital

HH A BN A IR 5
Sell minority shares with preferential treatments

U 2 AR A 1 D OBy

Building share buy backs into buyer agreements ﬁ%:gmﬁw
TS5 BB H R B [ AT 10 LR R R E R
Defining suitable to include investors with complementary .
businesses interests
A 25 ST | AT HL AR NI B 1 5

Note to MFIs: MRFFHHUEME

99.7 % of all social investment money
follows private capital allocation
rules and habits..... Of the remaining
0.3 %, only 10% can realistically be
expected to accept developing
country risk.
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Southern Asian Funding by Foreign Investors

S BB R T Rl

No.of Funds 36 -- MFIAssets $956M
HEH36— MISEFE™ $956, 000, 000
Target MFls Currencyif 5 Terms3H R
HARMRIFIRHE USEM 25 Below Market(i&
Bank 47 28 | Ewo W 18 T 8
CARRAT 31 9 Near Marketf#3
Non Bank Local i 23 = 10
Rural Bank Z #1447 24
Marketli 3%

CoopZ: 7l 29 1
NGO RBUHAIZL 29
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Private Equity— Investors Perspective

BABRA G- R E A
Potential MFI investors

What is an MFI? JER N ROVBE B A
o NUE BN ? Business Groups, Entrepreneur

Co-own with a charity? Zﬁﬁﬂél ﬁs
g f_- LI SE A0 ? g

What is a Share Worth? Finance Companies
SR A2 SRAT

What is a Share Worth Compared to Retail Stores
Other Opportunities? £ 5.0

International MFI Specialty Funds

HA S R RS

55 AR 22 A LU S AT 42
Getting Money Out: Dividends and Share Liquidity
R SRR E
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Foreign Equity is Concentrated
SRR RSP E

Public - Small gy 9v Private - SmallfA \-DE

AR

Private - LargefA A- KR
42%

Non Commercial capital from
donors and development
agencies is the high risk
capital of the sector, much of
which is invested in mature

N o and profitable MFIs. This
Public - Large  41% capital may have a higher
o development impact invested
afKi in earlier stage MFIs.

Public = donors, government, government agents etc. 2 k=41 FBRARF RN ER

S, BURBLES UHARTAMAAT

Private = non-public sources which expect commercial rate of return

A= R R 24 2 2 AR R
BBAN TSR

*Large MFIs as defined by the MicroBanking Bulletin

HRBRUERHESMEM.




(=}USAID (=}USAID

{=E | S
A e Tt AMBNCAN PEGAE AT et e AvencaN FecmLe

Regulatory Considerations

AN B %

Rule of Law, minority shareholder rights, clear, fair, well
enforced regulations
P, DBIRARGE, B, A0, A BRUERIRI
For MFIs & For Investors

Microfinance
for a Just & Sustainable

TN DR R 0 3 World
Investor Tax Implications Sy T USRI AT RITTEE S
BIEE B X b TSR A PRI 54
Foreign Ownership & Capital Repatriation Laws R /NG BY
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