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Logistics

1. This is an audio broadcast. Attendee microphones will
remain muted during the entire webinar.

2. To ask questions during the webinar, please use the chat
box on the right-hand side of the Webex session. Please
submit your question at any time during the webinar.

3. To ensure your question is seen by the moderator, select
“All Participants” from the drop down menu when sending
your question.

4. The webinar recording will be emailed to all attendees
and registrants.
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The State of Blended Finance

Joan M. Larrea, Convergence
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WHAT IS
CONVERGENCE?

Convergence is the global network for
blended finance. We generate blended
finance data, intelligence, and deal flow
to increase private sector investment in

developing countries.

7 CONVERGENCE

A GLOBAL NETWORK

We have a global membership of over
270 public, private, & philanthropic

institutions

DATA & INTELLIGENCE

Orriginal content builds the evidence base
for blended finance, including data on past
deals, trend reports, case studies, region

and sector briefs, and webinars.

DEAL FLOW

An online match-making platform for

investors and those seeking capital to

connect on active deals.

MARKET ACCELERATION
Our Design Funding program awards

grants for the design of innovative
vehicles that can attract private capital to

global development at scale.



https://www.convergence.finance/membership
https://www.convergence.finance/knowledge
https://www.convergence.finance/design-funding

BLENDED
FINANCE 101




WHAT IS BLENDED FINANCE?

Private investment is crucial to close the $2.5 trillion annual funding gap threatening
the success of the Sustainable Development Goals (SDGs). One way to attract this
private capital is through blended finance — the use of catalytic capital from public

or philanthropic sources to increase private sector investment in emerging markets.

. . . PRIVATE Market-rat
Blended finance transactions should have three signature R AN Jretrate
. L 4
markings: '
|
u BLENDED
|. Expected positive financial return Mobilizing FINANCE
a STRUCTURES
. . . |
2. Contribute towards achieving the SDGs .
.. . DEVELOPMENT
(not every participant needs to have that development objective) e.

FUNDING Concessional
(Public/philanthropic

3. Public or philanthropic parties are catalytic funders)

(i.e., improve the risk/return profile to attract the private sector)

CONVERGENCE


https://sustainabledevelopment.un.org/?menu=1300

BLENDED FINANCE TRENDS: OVERALL
MARKET

siqoe  $130B+ 2,800+ 1,100+

mobilized to-date financial commitments investors
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200520062007 2008 2009201020112012201320142015201620172018
Aggregate Deal Count - Aggregate Value

Billions

Data snapshot as of |5 October 2018.
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BLENDED FINANCE TRENDS: REGIONS &

COUNTRIES

Europe +
Central Asia
3%

~ -
‘East’Aya T
“—) Jﬁl 25
Pacific™
7%

Proportion of deals that target region
(deals may target |+ regions)

High Income

Upper-Middle
Income

Lower-
Middle
Income

Low Income

3%

26%

45%

26%

Proportion of target countries
by income level

Source: Convergence Historical Data (15 Oct 2018)

Convergence tracks country data by stated countries of focus at the time of financial close, not actual investment flows. Often, countries of eligibility are broader than those explicitly stated.
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BLENDED FINANCE TRENDS: SECTORS

PROPORTION OF DEALS AVERAGE DEAL SIZE
N Agriculture _ 1% $102M
‘Q‘ Education l 2% $36M

'@ Health -6% $746M

24 Housing and Real Estate I 1% $207M

Em Industry and Trade l 2% $931M

Infrastructure (Non-Energy) _ 12% $215M
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BLENDED FINANCE FOR FINANCIAL
INCLUSION

PROPORTION OF ALL DEALS PROPORTION OF FINANCIAL INCLUSION DEALS

Agriculture Finance
o,
3% Education Finance

. _ 1
Insurance, 6% 2%

Financial Microfinance

Inclusion >1%
26%

PAYGO Energy, 8%

SME Finance
29%

CONVERGENCE



FINANCIAL INCLUSION: DEAL TYPE & SIZE

PROPORTION OF DEALS AVERAGE DEAL SIZE

$105M

Bond / note I 4%

Company $I11.7M

Facility 4% $87.9 M

$93.5M

Fund

Project $47.3 M

CONVERGENCE



FINANCIAL INCLUSION: TARGET REGION &

COUNTRIES

East Asia and Pacific

Europe and Central Asia
Global

Latin America & the Caribbean
Middle East and North Africa
South Asia

Sub-Saharan Africa

PROPORTION OF DEALS

7%

16%

18%

2%

2]
I

1 4%

42%

India
Mexico
Kenya
Niger
Nigeria
Ghana
Nicaragua
Uganda
Peru

El Salvador

PROPORTION OF DEALS

CONVERGENCE



FINANCIAL INCLUSION: BLENDING
ARCHETYPES

DESIGN / PREPARATION | TECHNICAL ASSISTANCE

CONCESSIONAL DEBT GUARANTEE OR

OR EQUITY RISK-INSURANCE FUNDING
Subordinate and/or junior Protects investors against Supports costs and activities Funds to supplement the
terms compared to co- capital losses or provide credit that lead to investment capacity of investees and lower
investors enhancement transaction costs
/ CAPITAL STRUCTURE \ / CAPITAL STRUCTURE \ CAPITAL 4 CAPITAL STRUCTURE )
STRUCTURE )
Senior Debt Senior Debt
) Equity .
Flexible Debt g g Equity Equity
) 2 \ J
Equity S O ; - N
e Senior Debt =l TA FACILITY
Junior Equity Debt
K / K / ;/ Grants
\ J/

45%

Proportion of deals aligned to blended finance
approach

Source: Convergence Historical Data (27 Nov 2018)
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FINANCIAL INCLUSION: TOP INVESTORS

DEVELOPMENT AGENCIES
MiF [ 10

usap [ 7
aeck [ 5
GeF | 5
A [ 4
eMz [ 4
prD [ 4
soa [ 3
FSD Africa [ 2

soc [ 2

MDBS AND DFIS
L 37

IFC

FMO

EIB

BIO-Invest

IDB Invest

Kfw

OPIC

PROPARCO

Norfund

CDC Group

24
TS
14
14
14
12
12
9

.8

Omidyar Network

Oikocredit

Accion
International

DOEN Foundation

Global
Partnerships

Gates Foundation

Ford Foundation

Lundin Foundation

Rockefeller
Foundation

Left Hand
Foundation

PHILANTHROPIC INVESTORS

I 8
5
e 4
4
e 4
LK
M3
3
LK
M2

PRIVATE INVESTORS

responsAbility 6
Investments

AXA Investment 6
Managers

Teachers (TIAA) 5

vdk bank 5
Calvert Impact
Capital

Calvert Research
& Management

Volksvermogen
NV
BNP Paribas
KBC
Pensioenfonds

Storebrand Life
Insurance

N N N N

Source: Convergence Historical Data (27 Nov 2018)

CONVERGENCE
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THE FUTURE OF BLENDED FINANCE

Markets Ownership
HEALTHY SKEPTICISM STILL
EXIsTS lendes

Assets 2.0 Funding

BUT IT IS NOT A
PANACEA...
T|ME FOR BLENDED Building Knowledge
FINANCE 2.0

BLENDED FINANCE HAS
ENTERED THE MAINSTREAM

S AEION

CONVERGENCE



Blended Finance In
Financial Inclusion

Barbara Scola, CGAP
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Private investors: an established funding
source for financial inclusion

40B

35B

W
(=]
[w9]

25B

Commitments in Billion USD
M
(]
[wn)

=
un
(wu]

10B

5B

OB

2011 2013 2015 2017

(‘Z)CGAP B Private investors M Private philanthropic funders M Public funders -
21

Source: CGAP Funder Survey 2018, Symbiotics MIV Survey 2018, Trendable Set: 42 funders © CGAP 2018



Microfinance investment vehicles (MIVs): An
effective mechanism to channel private
Investments to financial inclusion

MIV Funding Sources in 2017
(% of Total Investors)

Public Investors

As % of total MIV funding
(2017)

Private Institutional

Retail / HNW Investors

As % of total MIV
funding (2017)

% of total MIV funding
provided by private
institutional investors (2017)

()HCGAP

Source . Symbiotics MIV Survey 2018

© CGAP 2018



MIVs: The share of private investments keeps
growing

FUNDING SOURCES 2006-2017 TRENDS (USD million)°

8,000
6,000

4,000

2. 000

0
2006 2007 2008 2009 2010 2011 2012 2015 2014 2015 2016 2017

Private Institutional Investors {CAGR: 27%)
————— Retail & High-Met Worth Investors (CAGR: 16%s)
Public Funders (CAGR: 17%)

()CGAP

Source: Symbiotics MIV Survey 2018 © CGAP 2018



Some Fl lessons for blended finance 2.0

LS o2V (RYA Siondardized performance indicators
madtters helped build transparency and credibility

NHES VAT Hedging facilities, data providers, rating
matters agencies, labels, etc. facilitated growth

Today, a large share of assets are

Scale matters managed by top 10 fund managers

Crowding-in
matters

Public investors need exit strategies

Diversification Tapping into new sectors via MIVs is
madtters challenging, but key for future growth

HCeAP



Opportunities for blended finance In financial
Inclusion

Capital need
High risk

Farming / Essential
Agribusiness services

Tech enabled
“>~.__ business models

Low-risk

v

Seed Start-up Early growth Sustained ~ Time
growth

()CGAP

© CGAP 2018



More funding, better results?

()HCGAP

. f“ppoft Address
Information I’ea|

and

transparency barriers

Promote & Leverage Empower
implement existing DFIs to
responsible funds / take more
investing facilities risks

Develop
Mitigate local
FX risks capital

markets

© CGAP 2018



Blended Finance in Practice

Milena Bertram, Finance in Motion
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FINANCE IN MOTION AT A GLANCE

N

One of the largest impact
asset managers with

offices in 17 countries

i

i

—
—
—
—
S

850+

technical assistance projects

29 |

Nearly EUR 2 bn

assets under management

123

partner institutions
in 2/ countries

Source: Finance in Motién

financeinmotion

Outstanding 12-year track
record of 570+ investments with a
cumulative volume of nearly EUR 4 bn

180+

staff members and more than
40 nationalities

Note: All figures as of Q2|2018; past performance is nota reliable indicator of futurgiesults:



financelnmotion

PROMOTING DEVELOPMENT IN LINE WITH THE UN
SUSTAINABLE DEVELOPMENT GOALS

Q!/ | GREENFOR
Green D oo Bse  VSMVE
Finance Enersy finance via financial intermediaries MSE and housing finance via Finance

and via direct investments in renewable
energy project companies

financial intermediaries

€CO.

buSingss on ao <0p5ANadaiw
Conservation and climate finance via financial MSME and housing finance via financial

intermediaries and direct investments intermediaries, including equity investments,

into financial sector enterprises

S ArbaroFund s 9]

Conservation and climate finance via direct
investments in sustainable forestry projects

ZERD CLEAN WATER

1 N0 DEGENTWORK AND
POVERTY HUNGER AND SANITATION

ECONOMIC GROWTH

OUSTRY. NNOVATION 1[' REDUGED 12 RESPONSIBLE 13 CLIMATE
ANDINFRASTRUCTURE INEQUALITIES CONSUMPTION ACTION
ANDPRODUCTION

G |0 | &

14 wowna [ 19 ovimo 17 fwticaons

D it =
—~
—~

iii | @ o

o

o

30|



finance’nmotion

HOW OUR FUNDS WORK

Direct investments
Funding (project & corporate finance, equity participations)

P

Dedicated
financing l l l Loans
> > = -
DFls
FUND LOCAL PARTNER BENEFICIARIES
Luxembourg INSTITUTIONS MSMEs
SICAV-SIF! Banks Projects
MFls Farmers
Leasing Companies Households
_ .\ A

Sponsoring Support for partners via external consultants

TECHNICAL
ASSISTANCE FACILITY

Fiduciary account

31| 1 Due to the majority interest of the public sector most funds are exempt from AIFMD.



financelnmotion

WHY SET UP A BLENDED FINANCE VEHICLE

32|

Private Investors

-

Development Finance and
International Financial Institutions

Income Distribution

Risk Taking

(\

D N N N NN

The asset and/or geography require catalytic
capital

The blended structure helps kick off the fund
The fund addresses market failures

It allows for efficient use of public resources
It facilitates innovative instruments

It increases outreach and impact



financelnmotion

BLENDED FINANCE IN ACTION

Facilitating LC lending — SANAD Fund for MSME

—  — Devaluation of local

currenc
Notes y
Private Investors Senior
A Shares
ﬁ Mezzanine
B Shares
Development Finance and
International Financial Institutions
L Shares Partner Micro, Small
; Institutions and Medium
< X Enterprises
(7]
) ~
Junior
C Shares




CGAP & Blended Finance

Henry Gonzalez, CGAP
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Some Reflections towards Blended Finance 2.0

« Dilution of Financial Inclusion: The experience / lessons learned of
financial services (inclusion) is somewhat underplayed in the current
blende finance momentum.

* Investments shadowing market development: Most of the focus is
on leveraging of capital or de-risking. Very little on enabling market
systems and gaining more capacity.

« International focus: There is not much work on local market
development as much of the experience is on cross-border funding.

« SDG alignment: There is interest to use the SDGs as the framework
for accounting impact on blended finance.

()HCGAP



Areas of Potential CGAP Research

« Key Areas to deepen blended finance research in Financial
Inclusion (FI):

v Scaling new sectors, emerging business and leveraging
Innovation

v Catalyzing local private capital and market development

v Investment readiness, technical expertise and operational
capacity of investees.

* Financial Inclusion Lessons: Draw lessons from the Fl industry
that could be translated to the key areas mentioned above.

()HCGAP



Q&A

()HCGAP

Please submit your
comments and questions
using the chat box on to
right. Please send to “all
participants” to ensure
everyone sees your
guestion. Thank you!



Th al k y() || Read more at:

www.cgap.org/research/publicati
on/navigating-next-wave-
blended-finance-financial-
Inclusion

Navigating the Next Wave of Blended
Finance for Financial Inclusion

()HCGAP



http://www.cgap.org/publications/navigating-next-wave-blended-finance-financial-inclusion

Stay connected with CGAP

WWWw.cgap.org @CGAP Facebook LinkedIn

@ CGAP
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