Role of IFIs In Supporting MSMES
- The AfDB Perspective -




- ..s Be€INg Africa’s own bank gives the

AfDB unique comparative advantages

The African Development Bank

« Vast Experience - the AfDB has been active across the
continent for more than 40 years.

 Broad Knowledge - the AfDB started as a public sector partner
but since 1991 has built a private sector partnersh  ip.

 Honest Broker —the AfDB has strong membership support
from all 53 African countries.

* Financial Muscle - the AfDB has strong support from the
international community reflected in its AAA credit rating.
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_, As a public institution the Bank has a

7 Investmen

uniqgue business perspective

The AfDB Perspective

Public Interest — consider what is best for all stakeholders i.e.
iInvestors, financiers, employees, suppliers, off-ta kers,
governments, local communities, international commu nity.

Long-term View - consider what is best in the long-term
looking through market cycles, crises.

Risk Taker — ready to put capital at risk in countries and sect  ors
to lead the way for private investors.

Development Maximizer Not Profit Maximizer  — ready to spend
resources to enhance overall development impact.
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nvestmen

w...q 1he AfDB addresses private sector

development at two primary levels

The AfDB Approach to Private Sector Development

Assist African governments to improve the business enabling
environment:

— Improve essential “hardware” (e.g. power, ICT, transp  ortation)

— Improve “software” (e.g. regulatory and legal framewo rks, financial
sector, trade liberalization, BDS)

Create strong demonstration effect by assisting ent repreneurs
to achieve success with a select number of transact lons:

— Infrastructure (e.g. power, transportation, telecom S, water)

— Industries and Services (e.g. mining, O&G, cement, agribus,
hotels)

— Financial Intermediation (e.g. banks, MFIs, insuran  ce, leasing)
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_, The AfDB generally uses

7 Investmen

Intermediaries to reach MSMES

Financial Intermediaries to Reach MSMESs

DFIs, MFls
Commercial Banks
PE Funds

Financial
Intermediaries

Equity
Lines of credit
Guarantees

Small & Medium
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_, Ihe AfDB also looks for linkage

7 Investmen

opportunities to reach MSMEs

Business Chain Linkages to Support MSMESs

Core Project

Direct MSMESs
MSME Modalities

Indirect MSMESs
*Technical partners

Growth fund
*Joint contributions

*ADB - grants or
pricing “rebates”
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.. 1he AfDB uses a variety of operations

G
- toreach MSMEs

Recent Examples of MSME Operations

» Development Finance Institutions — BOAD

« Commercial Banks (Line of Credit) — ZANACO

« Commercial Banks (Guarantee) — CRDB

 Leasing Companies (Line of Credit) — Mauritania Leasing
Microfinance Banks (Equity) — Advans

* Private Equity Funds (Equity) — Africinvest

 Trade Finance (Technical Assistance) - ATI

e Service Company (Linkages) — Kempinski

* Industrial Company (Linkages) - Sendou
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_. 1he AfDB partners with regional DFIs

onum. IDVEStMen

to reach SMESs

Banque OQuest Africaine de Développement (BOAD)

e Equity EUR 4mn
e Line of Credit EUR 40 mn
e GrantUSD 1 mn

e ADBroles

— Board

— Technical assistance
 Beneficiaries

— SMES

— Infrastructure
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_, 1he Sendou power project is an

onum. IDVEStMen

example of an SME linkage program

Sendou Power Project

 Senegal

 Investment EUR 200 mn
« ADB loan EUR 55 mn

« ADB roles

— Lead arranger
— SME linkages

* Beneficiaries
— Users of power
— Local jobs
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In summary...

The African Development Bank recognizes the importa  nce
of MSMESs to private sector development, economic gr  owth,
job creation and poverty alleviation.

The AfDB uses its comparative advantage as Africa’s bank
to improve the enabling environment and support a f ew
demonstration projects.

The AfDB provides financing to MSMES in two primary
ways: (i) through financial intermediaries, (ii) th rough
business linkages to other large-scale projects.
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