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IFMR Raises $25m from Accion, LeapFrog, Lok
Please see the subscriber edition for coverage of this “Deal of the Month.”

Starbucks, Fairtrade, Root to Lend $30m to Coffee Farmers
US-based Starbucks Coffee Company recently announced that it will commit an additional
USD 30 million to its Global Farmer Fund, one of the organization’s “ethical sourcing
initiatives.” The fund distributes loans to coffee farmers in collaboration with Root Capital, a
US-based nonprofit investment fund, and Fairtrade Access Fund, an affiliate of German
NGO Fairtrade International. Liam Brody, a senior vice president at Root Capital, said “the
farmers need to pay interest of 10 percent on loans through which about 1 to 3 percent are
returned to the investors.” Starbucks committed USD 20 million to the Global Farmer Fund
upon its launch in 2008. September 9. 2015

Peru Enacts National Financial Inclusion Strategy
The government of Peru recently enacted a National Financial Inclusion Strategy in
consultation with the World Bank. The effort includes promoting electronic transaction tools,
improving access to financial services, and enhancing financial education and consumer
protection. Alberto Rodriguez, the World Bank’s country director for Bolivia, Chile,
Ecuador, Peru and Venezuela, stated that the goal of the strategy is that by 2021, 75 percent
of adults will have access to bank accounts to help them “build assets, manage risk, reduce
food insecurity and gain access to a range of other services.” Peru is one of 20 countries with
which the World Bank Group has been working on similar strategies. September 8. 2015

BOPA Buys 25% Stake in Elet-Capital of Kyrgyzstan
For an undisclosed price, Base of Pyramid Asia (BOPA), a Singapore-based equity investor in
small microfinance institutions in Asia, recently purchased a 25-percent stake in Elet-Capital,
a microlender in Kyrgyzstan. BOPA CEO Christian Andersen said, “…we look forward to
making economic and social impact together with our partner Elet-Capital.” Founded in
2005, Elet-Capital reports assets of USD 5.4 million and a gross loan portfolio of USD 5.1
million. August 29. 2015

UN Releases “2030 Agenda for Sustainable Development”
The United Nations recently released the final version of “Transforming Our World: The
2030 Agenda for Sustainable Development,” highlighting 17 sustainable development goals
(SDGs) intended to eradicate poverty by the year 2030. These goals evolved from the UN
millennium development goals, which were established in 2000 with the aim of reducing
extreme poverty by 2015. The first of the SDGs is to “end poverty in all its forms
everywhere,” and one “target” within this goal is to “ensure that all men and women, in
particular the poor and the vulnerable, have equal rights to economic resources, as well as
access to…financial services, including microfinance.” August 22. 2015
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MICROCAPITAL BRIEFS

MicroCapital to Cover European Microfinance Week Onsite
We at MicroCapital are pleased to announce that we again have been
contracted to provide onsite reporting from European Microfinance
Week, which will be held in Luxembourg from November 18 through
November 20. We will publish multiple stories during the proceedings at
http://microcapital.org and on Twitter @MicroCapital. For related
content, please refer to the special coverage on page 4 of this newspaper.
September 10. 2015

Vision Funds Loan $7m to MFIs in Asia, Latin America, Nigeria
During August, C-Quadrat Asset Management issued loans totaling the
equivalent of USD 7 million via its two Vision Microfinance funds to
unspecified microfinance institutions (MFIs) in Cambodia, Ecuador,
Nicaragua, Nigeria and India. Of this total, an MFI based in Lagos
borrowed USD 1 million. C-Quadrat Asset Management, which
provides investment and advisory services in microfinance, founded the
Dual Return Fund-Vision Microfinance and Dual Return Fund-Vision
Microfinance Local Currency in 2006. The funds report combined
assets of USD 267 million. C-Quadrat Asset Management is a unit of
Austrian fund group C-Quadrat, which manages assets valued at USD
6.3 billion. September 10. 2015

India’s MFIN Advises Members to Cut Interest Rates
The Microfinance Institutions Network (MFIN), an association of 47
Indian microlenders, recently recommended its membership “reduce
interest rates by at least 25 basis points” by the end of September. This
advice is based on a mandate from the Reserve Bank of India (RBI) that
microfinance institutions (MFIs) lend at rates no higher than the cost of
funds plus a 10-percent margin for MFIs with a credit portfolio over the
equivalent of USD 15 million and cost of funds plus a margin of 12-
percent for smaller MFIs. MFIN President Manoj Kumar Nambiar said,
“as MFIs grow, they are getting more credit trustworthy and are being
also upgraded by rating agencies. This apart, economies of scale ha[ve]
helped reduce the cost of operations…”. RBI has recognized MFIN as a
self-regulatory organization since 2014. September 9. 2015

EBRD May Loan $70m to NBK-Egypt for SMEs
The UK-based European Bank for Reconstruction and Development
(EBRD) is considering extending a credit line of USD 70 million to the
National Bank of Kuwait-Egypt (NBK-Egypt), a commercial bank based
in Egypt, for on-lending to small and medium-sized enterprises (SMEs)
in that country. If approved, the package would include a senior loan of
USD 50 million and a trade finance line of USD 20 million for
“guarantees and cash advances.” EBRD will also provide capacity-
building “technical cooperation” with the aim of assisting NBK-Egypt
with training its employees on SME banking practices and boosting the
financial skills of potential borrowers. NBK-Egypt reports the equivalent
of USD 3.5 billion in total assets, a loan book of USD 1.3 billion and
deposits of USD 2.9 billion. The bank is 95-percent owned by the
National Bank of Kuwait. September 8. 2015

Belarus, IFC Partner on SME Business Environment
The World Bank Group’s International Finance Corporation recently
announced that it will partner with the Ministry of the Economy of
Belarus “to improve the business environment through measures that
will support the growth of small [and] medium-sized enterprises.” The
effort will include harmonizing Belarusian regulations with international
norms and establishing an e-registry to streamline import-export and
other procedures. IFC will also recommend methods to “cut costs to
help local producers join global supply chains.” September 4. 2015

India’s Janalakshmi Raises $28m
Janalakshmi Financial Services, an Indian provider of microloans and
microinsurance, recently raised the equivalent of USD 23.5 million from
an unidentified mutual fund via senior, secured non-convertible
debentures. The microfinance institution (MFI) also raised USD 4.2
million through an unsecured term loan from IFMR Capital, an affiliate
of the Chennai-based nonprofit Institute for Financial Management and
Research (IFMR). Janalakshmi reports total assets of USD 420 million, a
gross loan portfolio of USD 342 million outstanding to 1.4 million
borrowers, return on assets of 3.67 percent and return on equity of 20
percent. September 3. 2015

FMO Syndicates $15m for FINCA Kyrgyzstan for Rural MSMEs
Nederlandse Financierings-Maatschappij voor Ontwikkelingslanden
(FMO), a Dutch public-private partnership that promotes growth in
developing economies, has arranged a five-year syndicated loan
denominated in local currency equivalent to USD 15 million for
FINCA Bank Kyrgyzstan, a subsidiary of the US-based nonprofit
microfinance network Foundation for International Community
Assistance (FINCA) International. FMO will commit USD 10 million
of the funds, while an unidentified financial institution will invest the
remainder. FINCA Bank Kyrgyzstan CEO Margarita Cherikbaeva
said, “This key transaction will expand the financing of small
businesses, especially in the agricultural sector and across the rural
regions of Kyrgyzstan.” FINCA Bank Kyrgyzstan reports a loan book
of USD 152 million and 128,000 clients. FINCA International has
total assets of USD 1.1 billion and serves 1.7 million clients through
subsidiaries in 22 countries. September 3. 2015

IFC Loans $25m to Azerbaijan’s AccessBank for MSMEs
The International Finance Corporation (IFC), a member of the US-
based World Bank Group, recently announced that it will issue a
subordinated loan of USD 25 million to AccessBank, a microfinance
bank in Azerbaijan that is associated with Germany’s Access Micro-
finance Holding AG (AccessHolding), to enable it to serve more micro-,
small and medium-sized enterprises with the goal of increasing employ-
ment and innovation as well as developing the non-oil sectors of the
economy. AccessBank reports total assets of USD 834 million, a gross
loan portfolio of USD 664 million outstanding to 167,000 active borrow-
ers and deposits of USD 279 million in 332,000 accounts. Access-
Holding reports that its affiliates hold total assets equivalent to USD 1.6
billion, an aggregate gross loan portfolio of USD 1.3 billion disbursed to
566,000 active borrowers, USD 508 million in deposits held for 1.1
million depositors and return on assets of 3.8 percent. August 29. 2015

Apis Raises $157m for Financial Technology Startups
Apis Partners, a London-based private equity firm, recently raised
USD 157 million in investments for the Apis Growth Fund, which it
launched in 2014 to target technology firms working in payments,
savings, investments, credit and insurance in Africa and South Asia.
The investors include international banks Itesa Sanpaolo of Italy and
Old Mutual of South Africa and government-backed development
finance institutions CDC Group of the UK and Swedfund International
AB of Sweden. The sizes of the individual investments have not been
disclosed. “We strongly believe that the next wave of business-model
innovation in financial services will come from growth markets,” said
Apis Co-Founder Matteo Stefanel. “As income in these markets
continues to rise, so will demand for financial services, representing a
unique opportunity for those entrepreneurs creating innovative and cost-
effective solutions.” August 29. 2015

(For more briefs, please refer to the subscriber edition) 
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SPECIAL REPORT
This interview is part of a sponsored series relating to European Microfinance Week,
which is held each November by the European Microfinance Platform (e-MFP), a
120-member network in Luxembourg. MicroCapital will report live from the event.

Edvardas Bumsteinas on “Microfinance in Crisis”

MicroCapital: Please tell us a bit about how you to came to work in microfinance.

Edvardas Bumsteinas: My interest in microfinance began with a summer
job some 20 years ago when I was a student at the London School of
Economics. At the request of Lithuania’s Open Society Institute, I spent
one of my summers helping to set up external financing facilities for the
Lithuanian Credit Union’s network. During my meetings with staff
members and clients, I was impressed with positive results that those
member-owned financial institutions were having in their communities.

MC: In reading about the European Investment Bank (EIB)-funded Microfinance in
Crisis project, I was struck by the language “The main thing is to make the system
user-centric, not provider-centric, and to consider microfinance (and more broadly
finance) as a common good.”

EB: The main outcome of the study will be a “delinquency crisis
prevention dashboard,” which can be used to identify the factors

that are likely to lead to a microcredit repayment crisis. The concept of
“common good” should be seen in a broader context of building
inclusive and sustainable financial systems. In the past, the main
emphasis was placed on the (financial) sustainability of microfinance
institutions. On the other hand, the actual needs and constraints of the
final beneficiaries remained poorly understood and largely overlooked
by the microfinance community. The end result was a backlash against
microfinance providers in countries such as India and Nicaragua. Since
then, much more attention is being paid to financial inclusion as an
ecosystem in which customers occupy a central place.

MC: Why should our readers be sure to attend the 2015 European Microfinance
Week this November?

EB: This year’s European Microfinance Week coincides with
Luxembourg holding the EU Presidency. Since financial inclusion is one
of the topics traditionally promoted by the government of Luxembourg,
I would expect that the 2015 European Microfinance Week will be one
of the largest and busiest ever (last year it welcomed 400 participants!).
In addition, EIB will host the Sixth European Microfinance Award
ceremony, which will recognize the work of microfinance institutions
operating in post-disaster, post-conflict areas and fragile states. We
anticipate the presence of HRH Grand Duchess of Luxembourg along
with other prominent public personalities. I also am looking forward to
welcoming the readers of MicroCapital in Luxembourg this November!
For more information, please see the following website:
http://www.e-mfp.eu/european-microfinance-week-2015/information.

Edvardas Bumsteinas serves as the head of the microfinance unit of the European
Investment Bank. While the dashboard should become operational by December, the
research programme already has produced a number of research and policy briefs that
can be found at: http://www.microfinance-in-crisis.org/resources/. 
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EAR TO THE GROUND

Ecce Homo: An Existential Crisis in Microfinance

In the May issue of this newspaper, I talked in jest about my new
“microfinance therapy” practice. I still feel like I should invest in a good
couch. I have met with a number of CEOs and managers of
microfinance institutions (MFIs) over the past few months and am
finding that microfinance, particularly in mature markets, is going
through an existential crisis. There are both immediate concerns and
larger questions to be resolved, particularly in the face of a strong push
from non-financial service providers to tap into some of the business
lines traditionally dominated by MFIs. Digital payments, online lending
and consumer product-linked financing are growing, making many of us
wonder whether the bulky cost structure of an MFI and its one-on-one
visits with customers should continue to exist. I argue MFIs should
continue to exist if they add value beyond providing additional access to
loans to people who already have alternatives. So this existential crisis is
probably a good thing, because business as usual is not how they will
survive. One CEO said to me over breakfast this week, “Microfinance is
no longer in vogue, but that’s a good thing.” He meant that this allows
MFIs more freedom to define what they are - considering their strengths,
weaknesses and resources - rather than being bombarded with external
constructs of what microfinance “should” be.

One of the fathers of existentialism, Friedrich Nietzsche, believed that in
the absence of God, people must look within to find meaning and
identity. The microfinance sector has reached this point in many
countries. MFIs can no longer rely on an external guide - there is no
microfinance “God” - but must look inward to find their purpose. This

will lead to differentiation: Some will focus on lending to farmers, others
on empowering women, still others on addressing climate change. Some
may have a lean list of financial products but more value-added services,
while some may try to offer a broad range of products. Others may be
laser-focused on doing only one thing cheaply. Given the current state of
financial exclusion, informal employment and income inequality in so
many countries, there is probably room for a mix of models, depending
on the market context, client needs and institutional strengths. But the
first step is recognizing this essence internally and defining who and why
your institution exists.

This morning, I chatted over breakfast with a couple of senior managers
of a major financial institution in Latin America. They agreed that
differentiation is a key direction in the industry. Yet we talked about the
need to bring into management a variety of perspectives and ideas in
order to avoid today’s homogeneity in leadership. Having similar
management profiles may be keeping MFIs from the innovation and
internal thinking they need to offer a unique value proposition to their
clients. I have no doubt that the institutions that challenge themselves in
these ways can become stronger and offer greater value to the end
customer than we ever imagined.

About the Author: Ms Barbara Magnoni is President of EA Consultants, a
development-consulting firm based in New York. She has over 20 years of
international finance and development experience and has worked with
organizations including Goldman Sachs, Chase and BBVA and has advised
institutions such as the International Finance Corporation, the US Agency for
International Development and the International Labour Organization. She
may be reached at +1 212 734 6461 or bmagnoni[at]eac-global.com, or
you may follow her on Twitter at BarbaraatEA. 
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PAPER WRAP-UPS

Mobile Financial Services in Latin America
& the Caribbean: State of Play,
Commercial Models and Regulatory
Approaches

Published by the Global System for Mobile Association,
May 2015, 29 pages, available at: http://gsma.com/
mobilefordevelopment/mobile-financial-services-in-lac

The authors of this report analyze the
commercial models and regulatory framework
that are shaping the mobile money industry,
which allows people to use cellular devices to
make and receive payments without traveling
to a traditional bank branch. They cite 37
mobile money providers in 19 Latin American
and Caribbean (LAC) countries and categorize
these countries into lower- and higher-income
markets.

Approximately one third of the adult
population in lower-income markets has access
to formal financial services, while 58 percent of
the population has access to a mobile phone.
The authors conclude that this type of market
is best suited to an East African-style business
model with a “simple value chain.” Most
account balances in these countries,
particularly in rural areas, will be too small for

a formal banking branch to manage profitably.
The digital ecosystem necessary for the growth
of mobile money services is inadequate, thus
partnerships between mobile money operators
and financial institutions may be helpful in
mitigating the costs of operation.

Higher-income countries have relatively higher
market penetration of both formal banking
and mobile banking. This allows for more
partnerships among mobile operators, banks
and retailers. Also, mobile money providers
are more integrated with the formal banking
infrastructure, which makes them more
scalable.

While the authors concede that… (Continued in
the subscriber edition)

Alternative Delivery Channels and
Technology

Published by the International Finance Corporation
(IFC), The MasterCard Foundation and the
Software Group; 2015; 104 pages; available at
http://www.ifc.org/wps/wcm/connect/5d99c5004
77262e89844fd299ede9589/ADC+Handbook+-
+2014.pdf?MOD=AJPERES

This handbook offers guidance intended to
help financial institutions expand inclusion
through alternative delivery channels, such as
automated teller machines, internet banking,
mobile banking and mobile wallets.

The authors cite… (Continued in the subscriber
edition) 
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