EIF CDO to kick-start micro-finance funding

An innovative CIXY emerged at
the end of last year = through
the European Investment Fund
(EIF} and consultancy firm Symf
w- that set a template for
ﬁlnd.ing micre-lnance insttu-
tions (MFEs) in emenging markets,
Sinoe micro-loans are typically
only a few thowsand cures each,
MFIs have difficulty accessing the
capital markets = yet there is
high potential in terms of bagi-
ness prochectivity gains and jol
creation suppderted by such niche
lending activity,

Cubbed Micrefinance Loan
Oibligations. the €30m (LISS36.3m)
four-year deal is backed by loans
originated by MFls across seven
Balkan countries and represents
the first time that such institu-
tions have achieved commercial-
Iy-priced funding. According to
Per-Erik Erilesson, the EIF's senior
structured finance manager. MAs

hanve previously been abde 1o get
cheaper funding from restructur-
ing funds operating in the war-
tarm reguon, Bt wath the regeon
dabtlsing. these donors are like-
by b e =laewrhene ancd s0 i was
impartant o create a benchmark
alternative financing.

The trmnsaction relies on the
first:loss nsk being shared equal-
Iy between a network of MFls

1 et o portion
of the equuty], It 18 @ compamment
struchre under Luxemboarg Lw
whereby the 5PV can be used
repeatedly: further tap issues ane
cypected in April and October,
“We're currenthy looking to bring
further deals later this year with
a larger MF] network across differ

| emt jursdictions, this time backel

by around 10 kans split across
three trandches with a maturity of
aroung five years, The first deal
wais i pilot sothe proceed amount

was small, bt wee’re now tanget-
img around €100m,” confirms
Enkwon.

He says that some MEFIS i the
region are migratng twards
becoming SME lenders, whach 15
helpful for the scheme: SME
liang are around €10,000 po
20,000, making 1t easeer (o cre-
ate the necessary volume as the
funding: nseds of those lenders
increases substantially.

EIF placed the senior notes
{which accounted for 75% of the
liabilities] with a single develop-
ment bank, while nb
miarketed the junior notes to its
network of specialist MFI
investors across Exrope and the
5. Traditional institutional
imvestors also showed interest in
the deal and the arrangers hope
that a broader range of acoounts
will participate in the next offer-
1ML



