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advancing with ESIF financial instruments

Printed version available today

Financial instruments The electronic version is on:
working witl microfinance www.fi-compass.eu/resources

B

European
, ’ irveimant
Bkt fant

* K European
£ X Investment ..
* * Bank P
* e X an The EU bant !

European
Commission
I


http://www.fi-compass.eu/resources
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Structure of the Factsheet

Section 1: \Why microfinance instruments?
Section 2: The microfinance ecosystem
Section 3: Financial intermediaries in microfinance
Section 4: Microfinance products
Section 5: Business development services

Section 6 Combination of support
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Economic returns in addition to social value especially when initiatives are tailored to

Thematic Objective 8 creating microenterprises.

Tailored support to reduce unemployment through creating microenterprises with direct
and tangible spill-overs in the local economic context.

When microfinance is tailored to business creation, with financial returns, there may be
more co-investment.

Promoting employment

and suppor!i_ng Microfinance can cover the gap between entrepreneurs in the social economy and unemployed
labour mobility people in those countries where there is insufficient institutional support from the government.
Thematic Objective9 Microfinance can help local financial intermediaries to address the needs of social inclusion.

Microfinance can integrate institutional support for social inclusion which is low in most Member States.

Microfinance is an important instrument for combating poverty in times of financial and economic crisis.

Promoting social
inclusion and
combating poverty Added value in terms of making the borrowers more responsible.

Providing microfinance to disadvantaged groups reduces public spending for social services.
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Thematic Objective 10 Increased amounts available for students with a reduced cost of financing education.

Since returns on investing in education affects qualifications, microfinance may encourage people
— especially from socio-economically disadvantaged backgrounds — to keep on studying.

o ) Investing in education and lifelong training raises the potential for finding better jobs.
Investing in education,

skills and lifelong learning
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The microfinance ecosystem

SOCIAL NEEDS

The social needs are the same as those in the ESF Programme strategy, priority axis and specific objectives

INTERMEDIARIES SUPPLY SIDE

Bank intermediaries
: ESF Programme

{pjnmel:ciia& banks, cooperative banks, priority axis in
' ~savings banks combination with
Unemployed Students - _ additional

people ' Non-bank intermediaries resources from
-NGOs, foundations, s equity funds, public institutions,

' ' specialised microfinance intermediaries, foundations, banks

= - and microfinance
P 'saggg B}g ged Migrants Microenterprises development, financial institutions

DEMAND SIDE

BUSINESS DEVELOPMENT SERVICES

ENABLING ENVIRONMENT
In the context of ESF, the key enabling conditions are included in the ex-ante conditionality
(administrative capability, administrative burdens, sector planning etc.)
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Financial intermediaries

Social purpose as main goal

Microfinance in the EU is mostly provided by
non-bank intermediaries

_ Financial
Microfinance intermediaries mainly act locally intermediaries

in microfinance

They should have capacity to offer adaptable
financial products

Qualified expertise is required for providing
non-financial services

* X% European
KW Investment
* * Bank P
* 4 K an The EL bant ;

European
Commission
I



Financial products

Loans

provide borrowers with
upfront funding in
exchange for repayment
of this funding (known as
"principal”) along with
interest, based on pre-
determined time frames
and interest rate terms.
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Guarantees

protect investors from a
borrower's failure to repay
as a result of pre-specified

events. A guarantee can

be a minimum guarantee
that protects a portion of
the investment through
its lifetime, or a back-end
guarantee that covers the
entire investment after a
pre-specified timeframe.
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Business development services

Examples of business development services Final recipients

» Skill training Unfmploved
. . i~ people, migrants,
Capac_[ty bu-lldmg women, students
* Functional literacy =
+ Social empowerment O 'g"
* Debt advisory services & PN
* Business skill development Microenterprises
* Mentoring services
* Enterprise management ' '

* Financial management m
* Debt advisory services

Disadvantaged
« Skill training people

* Social empowerment
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* Debt advisory services .b‘.
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Business development services
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Examples of business development services

» Skill training

» Capacity building

* Functional literacy

+ Social empowerment
* Debt advisory services

* Business skill development
* Mentoring services

* Enterprise management

* Financial management

* Debt advisory services

« Skill training
* Social empowerment
* Debt advisory services
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The linked
model

V4

The parallel

model

11

The unified
model
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- : capacit
financial instruments o o1ying butding

added E R fundmg Qgreement EU guidance
governance ES F ex-ante assessment

technical Seminars Ieverage nancial MiCrofinance

.SUPDOFT co-financing E IF intermediaries  case studies
InVQStmentS S fi’)compass final

\ recipients

senvices guarantees panke 10ans QS| equity

private investors life cycle combination
conferences factsheets  of support
investment
fund of funds EMFF "% CF

managing authorities manuals
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