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Investors/Donors
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Outstanding
investment portolio

Cumulative volume
invested in partner
lending institutions

Active countries

Active partner lending

institutions
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O
=

SINCE INCEPTION

</
)

Technical assistance
projects managed

Volume of technical
assistance projects
managed

Countries to date with
technical assistance
projects

People benefitted
from capacity building

Share of female
participants of
capacity building

IMPACT

N,

Sub-loans facilitated to micro, small
and medium enterprises and households'

Volume of sub-loans enabled to micro,
small and medium enterprises and
households through EFSE financing'

Indirect jobs supported by MSMEs
receiving financing through partner
institutions™?

- of which women'"?

Women-owned enterprises reached
through micro, small and medium
enterprise finance"?

Share of total micro, small, and medium
enterprises and rural sub-loans disbursed
in local currency

Share of sub-loans disbursed
to rural end-borrowers

! Cumulative figure since inception.
2 Figures are modeled by EFSE based on primary reporting and third-party data.
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Women-owned enterprises reached
through micro, small and medium
enterprise finance?

T Cumulative figure since inception.
2 Figures are modeled by EFSE based on primary
reporting and third-party data.



EFSE IMPACT REPORT 2022 | EMPOWERING AND BUILDING RESILIENCE

Greetings from the Chairperson

CONTENTS

KEY FIGURES

GREETINGS

EMPOWERING &
BUILDING RESILIENCE

28

IMPACT &
SUSTAINABILITY

35

OPERATING
RESULTS

44

ABOUT
THE FUND

Russia’s war of aggression against Ukraine in 2022 led to a universal re-evaluation of the importance of human
dignity, freedom, democracy, resilience and human rights, renewing our belief in these fundamental values.
Our partners, peers, and friends in the region demonstrated bravery, compassion, and humanity, defying the
most challenging of situations.

Throughout EFSE’s target region, countries have seen their financial sector but also the bedrock of their economy
—micro, small and medium sized enterprises (MSMEs) — faced with unprecedented levels of uncertainty and
instability as Russia’s actions against Ukraine precipitated a widespread economic crisis, fanned by inflation,
soaring energy prices and supply chain disruptions.

EFSE’s response to this crisis was swift and decisive. As a long-standing partner to the region, EFSE immediately
adapted its strategy and rose to the challenge, providing effective relief where it was needed.

Relief for Ukraine had top priority. Through the Stand with Ukraine programme developed in concert with the
Green for Growth Fund and Finance in Motion, we mobilised EUR 2.5 million for 15 projects to build the resilience
of partner lending institutions (PLIs) and support MSMEs. Besides safeguarding business continuity by maintaining
livelihoods and preserving jobs, the technical assistance (TA) projects also enabled PLIs and MSMEs to relocate,

if necessary, qualify their personnel and digitalise their processes.

In parallel, our crisis response focus necessarily broadened to include the European Neighbourhood Region (ENR),
which, too, was impacted in economic and security terms. Here, EFSE deployed an array of instruments to
stabilise the financial sector and facilitate continued access to finance for MSMEs, including capital support,
dedicated lending for critical sectors and local currency loan facilities.

DR. KLAUS MULLER

Chairperson of the
EFSE Board of Directors

Last November, at the

“Winning in Extreme Uncertainty:
The Power of Resilience” summit
in Chisinau, | was able to
personally get a sense of how
important EFSE’s swift and unified

action has been to our partners -
not only in terms of its impact but
also in terms of the strong signal
of solidarity.
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Last November, at the “Winning in Extreme Uncertainty: The Power of Resilience” summit in Chisinau, | was able
to personally get a sense of how important EFSE’s swift and unified action has been to our partners — not only

in terms of its impact but also in terms of the strong signal of solidarity. Over 70 representatives from central
banks and financial institutions in the region, as well as from donor organizations, attended. It was humbling and
gratifying to hear EFSE described as the reliable, proactive partner who matches words with deeds.

It is a testament to the soundness of EFSE’s strategy, the strength of our partnerships, and the combination of
determination, competence, and creativity of the EFSE team that, despite the many serious challenges, 2022 was
highly successful across multiple dimensions.

Over EUR 300 million were disbursed to PLIs throughout the year, facilitating loans to over 38,000 MSMEs and
households in our main markets. Of the 2 million-plus indirect jobs supported by MSMEs receiving financing
through PLIs, more than 864,000 are held by women. Moreover, more than 15,200 of the 37,000 PLI staff and
entrepreneurs who received training on EFSE priority topics are also women. It is also by prioritising diversity
and inclusion that EFSE can be sure that it is supporting a wide range of entrepreneurs and businesses from
underserved communities too.

In addition to financing from EFSE, the TA provided by the EFSE Development Facility remains the core driver
of our transformational agenda. In 2022, we had 41 active TA projects and developed four flagship programs
under the Entrepreneurship Academy, reaching MSMEs across the EFSE region with targeted financial grants,
business development and technical training, and mentorship programs. Equipping entrepreneurs with

the necessary knowledge and skills to overcome challenges and build resilience remains an essential part

of our effort.

Over

2 million

indirect jobs supported
in MSMESs receiving financing
through an EFSE PLI

Of which more than

864,000

are held by women
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EFSE’s impact agenda has always centred around the promotion of sustainable entrepreneurship, with a particular
focus on responsible financing for MSMEs, enabling them to cope with current and permanent challenges in

a volatile economic landscape. As new standards for sustainable financing emerge, so do we increase our focus

on sustainability matters. Here, EFSE is proving instrumental in accelerating the sustainability journey of PLls.

In 2022, we kicked off multiple projects to integrate modern sustainability risks and opportunities into their
operations and enable them to converge with EU standards. Aligning with sustainable practices, promoting
diversity and inclusion, including gender parity, continues to be the main thrust in the strategy to increase the
resiliency of fledgling actors in evolving local and regional markets.

Against the current backdrop of geopolitical and economic uncertainties, we see it as a key priority to keep up
the momentum in supporting the resilience of the region’s economies at the MSME level, particularly in Ukraine
where the focus will be on preparing for recovery and rebuilding. The fund’s strong partnerships and financial
health encourage EFSE to pursue its balanced portfolio strategy in 2023 and to continue actively driving high-
impact transformation towards regional integration and achieving SDGs.

The headway we are making is only possible through EFSE’s strong relationships with partner lending institutions,
local stakeholders, the central banks, and our international partners. We look forward to keeping up the
momentum.

Kind regards,

DR. KLAUS MULLER
Chairperson of the
EFSE Board of Directors

partner lending
institutions as
at December 2022
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As we enter the second year since Russia’s invasion of Ukraine, we are steadfastly committed to the people
of Ukraine and abhor the tragic losses inflicted by this brutal and unjust aggression.

We applaud EFSE’s rapid and effective response to the crisis with the Stand with Ukraine programme,
which greatly contributed to preserving business continuity both for the fund’s partner lending

institutions (PLIs) and their end-borrowers, especially micro, small and medium-sized enterprises (MSMEs),
throughout 2022.

Active in Ukraine since 2010, with a focus on MSMEs and agricultural financing, EFSE is to date also one of the
largest providers of local currency lending to the country’s financial sector. Despite the war, Finance in Motion’s
office in Kyiv remains open for business, ensuring continuity with partner financial institutions, other
international lenders, regulatory authorities, business networks, and other partners in the entrepreneurial
ecosystem. These relationships have been further strengthened during 2022, as EFSE not only addressed
urgent funding and technical support needs, but also provided additional, essential grant support to a range

of small businesses and other actors within the MSME ecosystem.

In times like these, access to finance is critical to ensuring the resilience and viability of MSMEs; they are the
backbone of the region’s economy. The crisis has caused significant volatility in our target markets, resulting

in elevated inflation and price shocks in food and energy. The new normal became all the more challenging for
MSMEs as central banks raised interest rates to respond to inflationary pressures. On the financial sector side,
rising interest rates and volatility in debt capital markets at the global level drove the demand for more stable
longer-term funding. This applied especially to local currency and MREL-eligible* senior debt instruments.
Here, regulators pushed and are continuing to push banks to build more resilient and robust capital and liability
structures.

" The minimum requirement for own funds and eligible liabilities (MREL) is set by resolution
authorities to ensure that a bank maintains at all times sufficient eligible instruments
to facilitate the implementation of the preferred resolution strategy.

Sylvia Wisniwski

Managing Director,
Finance in Motion

Milena Bertram

Director,
Finance in Motion

s
llia Gherman

Associate Director,
Hauck Aufhauser Lampe

Jasminka Begert

Director,
Finance in Motion

~

Jacob Ole Nestinen

\ELEELIA
Finance in Motion

Jens Giltjes

Associate Director,
Hauck Aufhauser Lampe

Oxana Binzaru

Director,
Finance in Motion

Dr. Simon Sonnekalb

Manager,
Finance in Motion

Christoph Kraiker
Member of the
Management Board
Hauck Aufhauser Lampe
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Against this background, it was important that EFSE maintain its course of playing a stabilising role in the
region’s financial sectors while strengthening MSMEs and empowering entrepreneurs. The fund thus actively
expanded its investment portfolio, focusing in particular on high-impact capital supporting instruments

and local currency lending facilities.

Investments in the Western Balkans increased as well throughout 2022, to close to EUR 320 million (up from
EUR 302 million in 2021). Representing approximately a third of the total portfolio, they largely consisted of

MREL instruments to foster sustainable investments complemented by ESG-related technical assistance projects.

By the end of the year, EFSE’s committed portfolio was up 11% to EUR 1.12 billion. Financing this significant
investment portfolio build-up was made possible by securing support from all investor types in the
blended finance structure. EUR 25 million in new L Shares from the German Government (BMZ) have been
obtained, all maturing IFI capital has been rolled over (with a EUR 20 million top-up), and private capital
participation increased by 40% in 2022.

As you read on in this report, you will see how much the fund has grown over the past year across other
dimensions, too. It shows not only in the deep-rooted relationships with financial institutions and expanded
access to finance for MSMEs, but also in the technical assistance provided by the EFSE Development Facility
(EFSE DF): Since inception, 611 technical assistance (TA) projects across Southeast Europe and the EU Eastern
Neighborhood Region has been serving to build capacities at PLIs, support financial sectors, and strengthen
resilience, and just as importantly, empower entrepreneurs, as well as facilitate the transition to sustainable

practices, including promoting gender parity. In 2022 alone, TA projects directly benefited over 37,100 recipients.

1.7 billion

committed portfolio,
up by 1%

1 .1 6 million

sub-loans to micro, small
and medium enterprises
and households
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44 ABOUT Kind regards,

THE FUND

FINANCE IN MOTION HAUCK & AUFHAUSER We look ahead with a good

Advisor Manager measure of optimism, ultimately,

. thanks to the unwavering support

E‘I ES,L;EAUSER and confidence of EFSE’s investors,
LAMPE the Board of Directors, the

Investment and Development

Committees, and the broader

EFSE community.

financeinmotion

10


https://www.finance-in-motion.com/
https://www.hal-privatbank.com/
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7%

of EFSE sub-loans are disbursed
to rural end-borrowers
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2022 has been a historic year in terms of
the challenges faced by the countries
EFSE is invested in. Russia’s war of
aggression against Ukraine has greatly
exacerbated the significant macroeco-
nomic uncertainties present in the wake
of the Covid pandemic, caused supply
chain disruptions, constricted access to
finance, but also driven rising inflation
and interest rates, all of which pose an
existential threat to EFSE’s final target
group — micro, small, and medium-sized
enterprises (MSMEs) across the region.

EFSE has stood by its partner lending
institutions (PLIs) in solidarity throughout
the year, enabling them to build resilience
and ensure continuity of operations, both
internally and in service to their MSME
clientele.

Deeply familiar with regional and local
structures, EFSE took decisive, proactive
measures to support PLIs and MSMEs
as they faced uncertain and changing
markets.

Making strides in sustainability,
diversity, and inclusion

In 2022, EFSE broadened its strategic
focus, redoubling its efforts to support
sustainability, diversity, and inclusion.
To enhance the quality and impact of its
financial outreach and promote greater
financial inclusion in its target markets,
EFSE introduced new strategies to direct
funding towards marginalized and under-
served communities. Training programs

12

€

for women entrepreneurs in Moldova
and Ukraine effectively broadened the
spectrum of start-ups, enhancing their
business potential and expanding career
development opportunities. EFSE also
supported women agri-preneurs in
Ukraine with business development
training and coaching. Particularly
impactful was a program providing grants
for social enterprises in Ukraine, that
work with numerous disadvantaged
groups such as people with disabilities,
facilitating their continuing operations.

In addition, EFSE approved investments
and numerous technical assistance (TA)
projects to support PLIs in financing
sustainable production and integrating
sustainability (environmental, social and
governance or “ESG” principles) into
their operations, thus preparing them

for alignment with EU sustainable finance
standards. Besides providing assistance

in adapting to international best practices
in ESG, the EFSE Development Facility

In 2022, EFSE broadened
its strategic focus,
redoubling its

efforts to support
sustainability,

diversity, and inclusion.

(EFSE DF) supported multiple institutions
to plan for the future through the
creation of sustainability strategies and
preparing for the CO, monitoring of their
portfolios.

Georgia’s TBC Bank illustrates this
dynamic and EFSE’s impact on this front
across the region. Since becoming an
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EFSE partner lending institution in 2015,
this leading bank — and the number one
choice for MSMEs — has been at the
vanguard of the country’s transformation
into a vibrant, progressive economy.
Committed to maintaining the momentum
and aligning with international best
practices, TBC approached the EFSE DF

in late 2021 with a proposal for a TA
project to advance gender equality and
integrate female empowerment within
the bank’s widespread operations. By
the end of 2022, implementation of
the action plan and recommendations
for closing the gap was already well
underway. As a result, the bank has a

13

working gender policy that is fast
becoming a blueprint for similar TA initia-
tives throughout the region. One positive
outcome that has been observed is the
increased financial inclusion of women
among end-borrowers. Going forward,
TBC aims to regularly train staff on gender
topics and report annually on progress
with regard to anchoring women’s
empowerment principles.

A crisis response package to mitigate
the economic, social, and security fallout
from the war

Russia’s war of aggression against
Ukraine, and the subsequent sanctions
have caused inflation and energy prices
to soar, further raising operational costs
and depleting liquidity among MSMEs
already challenged by supply chain
problems and an uncertain macroeco-
nomic situation.

Indeed, these persistent disruptions
increased the working capital and

10 Seties

Sustainable Development Goals
contributed to

=)

4 EFSE has stood by its

partner lending institutions

in solidarity throughout
the year, enabling

them to build resilience
and ensure continuity
of operations internally
and of service to their
MSME clientele.

liquidity needs of MSMEs in countries
across the region, some of which faced
the potential of having to shut down their
operations. EFSE, recognizing the urgent
need for critical products, services,
inventory, and reserves, put together a
crisis response package to provide
MSMEs with capital, especially in critical
sectors such as agriculture, manufac-
turing and transportation, sectors which



EFSE IMPACT REPORT 2022 | EMPOWERING AND BUILDING RESILIENCE

A Year of Standing in Solidarity
and Building Resilience

CONTENTS

KEY FIGURES

GREETINGS

EMPOWERING &
BUILDING RESILIENCE

28

IMPACT &
SUSTAINABILITY

35

OPERATING
RESULTS

44

ABOUT
THE FUND

account for the most jobs and drive local
economies. During 2022, critical-sector
finance packages such as those issued to
Inecobank and Araratbank in Armenia,
OTP Bank in Moldova, and Patria Bank in
Romania, among others, provided MSMEs
continued access to finance, enabling
them to stay open for business, navigate
the crisis and, crucially, sustain
employment.

Injecting capital into the financial sector
has stabilised the markets

Financial institutions must remain stable
and resilient to continue expanding
access to finance for MSMEs. Throughout
the year under review, EFSE proved a
stabilising influence, in particular by
providing PLIs with capital to protect their
balance sheets against evolving volatility,
thereby preventing systemic risks. EFSE’s

initiatives have sent a signal of confidence
to the market stakeholders: besides
enabling institutions to access funding
from other sources, it shored up institu-
tional creditworthiness and investor
confidence.

14

€

Greater focus on local currency lending
pays off for growth

Local currency (LC) lending is an
important factor in facilitating MSME
growth in “normal times”. In times of
economic crisis, it becomes indis-
pensable: it can reduce exchange rate risk
for both lenders and borrowers, lower
transaction costs associated with foreign
currency borrowing and lending and
boost the local economy by enabling
MSMEs to operate with greater financial
control and stability. In a year fraught
with uncertainty, not least in the financial
markets, this instrument has again proved
its efficacy against currency fluctuations
and mismatches. The impact realised
together with Credo Bank in Georgia

(see page 23) is just one example of

the success achieved by increasing our
focus on providing local currency lending
facilities in 2022.

EFSE put together a
crisis response package
to provide MSMEs
with financing, especially
in critical sectors,

such as agriculture,
manufacturing and
transportation-sectors
which account for

the most jobs and
drive local economies.
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Boosting the impact of finance through
targeted technical assistance

Access to finance is just one piece of the
puzzle when it comes to building resilient
and sustainable businesses. This is where
the EFSE Development Facility (EFSE DF)
comes in to complement the fund’s

investment activities with tailored
technical assistance (TA), ancillary
measures aimed at building capacities
within PLIs and equipping end-borrowers,
especially MSMEs, with valuable
knowledge and skills. TA projects for
MSMEs, typically developed in concert

15

with and co-financed by PLIs, range from
supporting MSMEs’ business devel-
opment to reinforcing marketing and
training management.

Optimizing operations, adapting to new
technologies, and adopting more
sustainable practices also apply to
MSMEs. Here, the EFSE DF’s successful
financial literacy programs and awareness
campaigns for local currency lending over
the last few years, for instance, have
paved the way for programs aimed at
preparing these businesses for emerging
sustainability regulations and facilitating
regional integration and bolstering
competitiveness moving forward. Still, in
the current context much of the focus is
on ensuring business continuity. The
impact story on Ukrainian banks and
businesses (page 17) provides an insight
into the effectiveness and scope of the
EFSE DF’s TA projects.

712%

sub-loans disbursed
in local curency
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Taking MSMEs to the next level:

EFSE Entrepreneurship Academies
Together with Sparkasse Bank and Addiko
Bank in Bosnia and Herzegovina, and TBC
Bank in Georgia, the EFSE DF developed
Entrepreneurship Academies for MSME
founders and managers, providing them
with invaluable training, from how to
integrate ESG-related risks and opportu-
nities, to drawing pathways to innovation,
to building resilience for a more
sustainable future. The 160 entrepreneurs
who have participated so far are having a
multiplier effect, and more Entrepre-
neurship Academies are slated for rollout
in the region. To read more on the impact
the EFSE Entrepreneurship Academy
program is having, please see the article
on page 25.

Navigating the risks and opportunities
for increased impact in 2023

The ongoing war in Ukraine and security
threats to neighboring countries, the risk
of a Europe-wide recession, and high
refinancing risks for sovereigns and

financial institutions (due to currency
volatility and rising debt servicing costs)
present a unique and challenging risk
environment for 2023. Beyond EFSE’s
capacity to stand in solidarity with our
partners and build resilience where it is
needed, 2022 has also demonstrated the
fund’s relevance as a countercyclical,

16

stabilizing force. Continued portfolio
growth, systematically guided by risk
re-balancing, enables EFSE to scale
impact across broader sustainability
dimensions — regarding diversity and
inclusion, too — while making a
meaningful contribution to Ukraine’s —
and the region’s — recovery.

755

entrepreneurs
trained in Ukraine
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As Russia’s illegal and unprovoked
invasion of Ukraine unfolded on

24 February 2022, EFSE’s Board was
already consulting with the fund’s
advisor, Finance in Motion, and the
Green for Growth Fund (GGF), the
impact fund focused on mitigating
climate change and promoting sustain-
able economic growth, also advised
by Finance in Motion and whose activ-
ities overlap with EFSE’s in Ukraine.

By early March, the Stand with Ukraine
programme was up and running as a crisis
response for partner financial institutions,
end-borrowers, and business partners

on the ground. Funded with a total
budget of approximately EUR 2.5 million,
in collaboration with the European Union
and additional donors, it defined three
action pillars: addressing the immediate
needs of financial partners and end-
borrowers in Ukraine; safeguarding and

developing employment opportunities;
and sustaining business for PLIs and their
clients, particularly the SMEs that are
essential to the economy.

Through existing networks in Ukraine and
neighbouring countries, and in discus-

sions with stakeholders already providing
support within their respective scope and

17

Pillar a:
Sustaining
Businesses

Pillar 2:
Employment
and Careers

Pillar 3:
Immediate
Needs

R
means, Stand with Ukraine identified
actors that are best positioned to mitigate
the devastating effects of the war but
also, importantly, to build resilience. In
record time, the teams got 15 projects

off the ground, some providing direct
support, others working through partner
organisations and programs. Here are
some examples.

EUR

2.5

million
committed to the Stand
with Ukraine programme

Find out how the EFSE bolstered
Ukrainian greentech businesses and
MSMEs:



https://www.efse.lu/news-events/all/newsdetail/bolstering-support-for-ukrainian-greentech-and-sme-businesses
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Stand with Ukraine in numbers:

Addressing immediate needs

Mitigating the impact on partner lending
institutions (PLIs) was — and still remains
— a key concern. For instance, for Bank
Lviv in the western part of country and
Ukrgasbank in the centre, fast-tracking
digitalisation and upgrading data-backup
infrastructures, including cloud services,
was of critical importance to enable them

to ensure business continuity, particularly
as the war intensified.

Agrosperis Bank, whose operations are
concentrated in and around Kyiv, availed

itself of EFSE’s support to expand and
enhance digital banking services to
provide clients ongoing service remotely.
This not only reassured existing clients
they could continue to rely on the
financial services they needed, but also
strengthened the bank’s appeal to
prospective customers.

Safeguarding employment

One project addressing this priority early
on involved UA Talents, a fledgling digital
job marketplace. Direct support and
additional resources enabled the site to
upgrade its functionalities and make it
more inclusive. As a result, Ukrainian
professionals whose career was put on
hold due to the conflict are able to link
with employers throughout Europe and
find well-paying jobs with solid prospects.

W senc B ANk LV <> dhagashank

18

15

projects

to address urgent
needs of partner
lending institutions
and end-borrowers
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In partnership with Credit Agricole Bank,
an agribusiness guide was developed

to shine a light on the challenges faced
by Ukrainian agricultural producers,
providing valuable information and
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Also, EFSE set up an online education and Gender inequalities were exacerbated, solutions for logistics, storage, and access | Sustaining businesses

certification programme for Ukrainian too, forcing many women to flee abroad to finance. This guide lays the foundation EFSE and GGF'’s support extended to
bankers and students of finance, then to find work, let alone survive. The for a brighter future for the Ukrainian its partners’ end-clients and MSMEs
joined forces with the Kyiv School of refugee crisis spurred the Moldovan agricultural industry by equipping generally, as they jointly committed
Economics, the Frankfurt School of Association of ICT Companies, producers with the tools they need to EUR 900,000 in grants to cover the
Finance and Economics, the UCU Business succeed. working capital needs of SMEs and
School in Lviv, and Euromoney Learning, greentechs in Ukraine. Small businesses,

providers of renewable energy and
energy efficiency solutions, were able

a leading provider of financial training,
to provide continuing education. Its aim:

-
prevent talent waste; keep careers on 9 * 9 f ‘ % to continue operating thanks to the
track; and grow the talent for rebuilding 9"; L :;-9 ﬂ/ grants provided.
; ; MOLDOVAN ASSOCIATION
a sustainable new Ukraine. [2) (2) OEICT COMPANIES i =
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This support was especially valuable for
businesses that had been forced to
temporarily re-establish operations in
safer areas within Ukraine.

In parallel, EFSE recognised the impor-
tance of supporting social enterprises
during the conflict, many of which
continued to serve disadvantaged
members of their community, even as

the business side of their operations
collapsed. EFSE’s grants offered in cooper-
ation with SiLab Ukraine have enabled

26 social enterprises to maintain their
operations and continue effecting change
in their communities despite the conflict.

UKRAINIAN
w BUSINESS
IN ACTION
Grant support up to 50,000 euros
for SMEs and "green” enterprises

entepreneurship BmAcsdemy 3 | SE91,

o CIVITTA

Among the businesses that deserved
special attention was an especially
hard-hit segment of the agriculture
sector: women-owned and managed
farming operations directly benefitted
from the business development
programme set up by EFSE and the Lviv
Chamber of Commerce. It included
training courses, study visits to
women-led agri-enterprises, and training
materials for women agripreneurs.

SILAB

LIKRAIMNE

20

CIVITTA

As long as the war continues to rage,
EFSE’s business and financial partners on
the ground, and all end-borrowers, will
be able to count on the fund’s unwav-
ering commitment and support, delivered
by the Stand with Ukraine programme
through the EFSE Development Facility.
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Solidarity summit in Chisinau

“Winning in Extreme Uncertainty:

The Power of Resilience”

In November, EFSE and the Green for
Growth Fund (GGF) jointly hosted a
solidarity summit in Chisinau. Over

70 participants from central banks and
financial institutions in Moldova, Ukraine,
Armenia, Georgia, and Azerbaijan,

as well as donor organizations were

NING

MASURASHVILI

in attendance. The event held under the

banner “Winning in Extreme Uncertainty:

The Power of Resilience” reiterated the
importance of unity as all the countries
present, still recovering from the
economic repercussions of the COVID 19
pandemic, also had to come to grips with
the unprecedented economic, social

and security instability caused by Russia’s
war of aggression on Ukraine.

21

Matching deeds with words

As one of the highlights at the event,
EFSE welcomed OTP Bank, Moldova’s
third-largest bank, as a partner lending
institution (PLI). With three PLlIs in this
dynamic economy, the fund now has

a significantly broader outreach. The
signing ceremony also officialised an
inaugural investment of EUR 20 million
—in Moldovan Leu —for on-lending in
local currency to MSMEs. The ability to
contract loans in Leu, i.e., in the same
currency as they generate their income,
shields businesses from the heightened
currency risks in the currently volatile
and challenging environment.

EUR
900,000

jointly committed in grants
by EFSE Development Facility
and the GGF Technical
Assistance Facility

The investment is also seen as forming
part of the crisis response package in
the broader context of the Stand with
Ukraine programme. It shows the fund’s
commitment to financing MSMEs
operating in critical sectors, also beyond
the country’s borders, to mitigate the
impact of supply-chain and logistics
disruptions resulting from Russia’s war
of aggression against Ukraine.
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Solidarity Summit

On November 22nd, 2022, EFSE and the GGF jointly hosted the “Winning in Extreme Uncertainty: The Power of Resilience”
summit to stand in solidarity with Ukraine and its people, reconfirming the fund’s commitment to supporting
entrepreneurs in Southeast Europe, Eastern Europe, and the Caucasus. More than 70 participants, including central

banks, financial institutions, and donor organizations from Moldova, Ukraine, Armenia, Georgia, and Azerbaijan,

gathered in Chisinau to discuss how to build resilience through local currency finance and address climate action. v 1

The event included a signing ceremony for the EFSE’s investment of EUR 20 million equivalent in local currency geApTuAtJ‘ICAEOOEQniE\IIIN

with OTP Bank for on-lending to MSMEs in Moldova. R S Ukaine ’

Speaking at the event, EFSE Chairperson Dr. Klaus Miiller said: “As a seasoned expert that understands the needs of

MSMEs, EFSE has long provided valuable support and access to capital for the small businesses that form the bedrock of I want to tha n k EFSE C nd the
economic prosperity. During these tough times, we remain committed to building resilience and facilitating economic GG F (0] 9] beha |f Qf the entire

recovery within the region, by helping businesses adapt in a constantly changing environment.” t .
eam, management, clients,

Katarina Mathernova, Deputy Director-General for the European Commission’s Directorate General for European

Neighbourhood Policy and Enlargement Negotiations, said: “The EU is committed to boosting the resilience and d nd the U kra Inian people-
socio-economic prospects of our partners in the period of uncertainty we are facing. For over fifteen years now, EFSE EFSE a nd the GG F are pa rtners
and the GGF have proven valuable partners in directing capital where it is needed, to maximize the impact. We very .
much welcome this collaboration. It has fortified entrepreneurs and the infrastructures that support them, in particular Who are there for us When it

by expanding the ability of local financial actors to serve these businesses, with financing in their own currency.” cou ntS, tO provide su ppo rt

and just be next to us. This is
invaluable and the effects of
this tremendous support will
long be felt. We are deeply

grateful.

I

@ Click here for a video of the event I."'


https://www.youtube.com/watch?v=yvH2vRFrUiw
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Small and medium businesses are the
backbone of the Georgian economy

— they account for nearly all active enter-
prises in the country. When Russia’s war
of aggression against Ukraine began on
February 24, 2022, the conflict created

a domino effect that had a profound
impact on businesses across Georgia,
causing rising inflation rates and disrup-
tions to global supply chains, leading to
staggering price fluctuations. Due to the
challenges posed by the conflict, banks
needed support, and EFSE responded
quickly to the call of its long-time
partner lending institution, Credo Bank.

In less than a month after the war
erupted, a EUR 7 million loan in local
currency was disbursed in full, showing
EFSE’s commitment to supporting

its partners during uncertain and
unstable times. A long-standing partner
of EFSE and recipient of a total of

EUR 22 million in local currency loans,
Credo Bank leveraged the local currency
funding to provide long-term financing

to micro and small enterprises in rural
areas that often face difficulties accessing
formal banking. This swift action was
truly unique in the current climate,

as it demonstrated EFSE’s role as a risk
taker and emphasized the fund’s entre-
preneurial spirit to support strategic
partnerships, a decisive move amidst the
turmoil and instability.

EFSE went beyond just providing funding
to Credo Bank, it extended its support

23

to elevating the bank’s capabilities.

By providing technical assistance, EFSE
enabled Credo Bank to optimize its
processes and enhance its institutional
capacities. Incorporating state-of-the-art
technology has revolutionized Credo
Bank’s sales activities and enabled it to
offer its clients a smooth and seamless
experience.

The potential for positive impact
through Credo Bank’s efforts is immense.

EUR

22

million

local currency lending
by EFSE to finance
rural MSMEs in Georgia
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By providing financing to micro and small
enterprises, the bank is supporting
income generation and business growth
in rural areas. With more than 360,000
clients, the bank has a broad reach across
the region. Over 60% of Credo Bank’s
clients are based in rural areas, and over
half of them are women. The bank’s focus

Krp !k’ N

U0
ll\

on serving the needs of small business
owners and low-income households in
rural areas, combined with its modernised
infrastructure and operations, enables
Credo Bank to have a significant and
lasting impact on the community.

24

DECENT WK AND
ECONDMIC GROWTH

“Credo Bank and the European Fund for
Southeast Europe are bound by over
seven years of successful partnership.
Through debt funding and capacity-
building programs, we have been joining
forces to provide local currency and
long-term funding to micro, small and
medium sized enterprises, predominantly
in rural areas of Georgia. We believe

our strategic cooperation will continue
and further contribute to strengthening
the country’s economy,” said Zaza
Pirtskhelava, CEO of Credo Bank.

By equipping Credo Bank with the
liquidity needed to continue lending and
enabling it to manage its sales better
and increase efficiency, EFSE has helped
the bank support income generation and
business growth for those most affected
by inflation and rising energy prices.
Through this holistic and supportive
approach, EFSE truly demonstrates its
commitment to standing by its partners
and helping them overcome adversity.

Sustainable Development Goals
contributed to

Over

60+

of Credo Bank’s clients

are based in rural locations
and over half of them

are women
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Financing by EFSE’s partner lending
institutions (PLIs) gets small, and
medium sized enterprises (MSMEs) off
the ground or closer to cruising altitude.
At the same time, ensuring long-term
viability and EU market access requires a
deep transformation of MSME business
practices and value chains, which cannot
be achieved by funding alone. Here, the
EFSE Entrepreneurship Academy, as a
partner to PLIs, complements financial
support with the resources, knowledge,
and strategic assistance that are key to
empowering entrepreneurs and enabling
them to leverage EFSE funding better
and develop more sustainably.

How the EFSE Entrepreneurship
Academy unlocks greater potential

for strong, sustainable growth

Since 2016, when the EFSE Development
Facility (EFSE DF) set up its Entrepre-
neurship Academy, it has been leveraging
the success achieved through the fund’s
financing activities with partner lending
institutions (PLIs) by providing direct
entrepreneurship training support to

their customers, i.e., micro, small and
medium-sized enterprises (MSMEs).
Working in close concert with local
incubators and accelerators, the Academy
offers mentoring and training programs,
but also opportunities for networking and
obtaining additional financial backing.
True to EFSE’s spirit as The Entrepre-
neurship Fund, the Entrepreneurship

25

Academy has evolved into a ‘success
enabler’ for MSMEs throughout
Southeast Europe and the EU’s Eastern
Neighbourhood Region.

Leveraging the entrepreneurial spirit
throughout the region

The lack of affordable professional
business development trainings and
consulting services for both early stage
and more mature businesses has long
been one of the major obstacles to
business development in the region. The
Entrepreneurship Academy effectively
provides the kinds of non-financial
services that early-stage and more
mature MSMEs need, and banks are not
set up to provide.

Helping entrepreneurs hone their skills,
sharpen their business plans, and
optimise their operations doesn’t just
improve their ability to obtain bank
financing for starting and growing their
businesses. It is also instrumental in
enabling PLIs to improve their outreach
and service quality to the MSME

@ Entrepreneurship
o lAcademy

powered by EFSE

segment. Addiko Bank a.d. Banja Luka in
Bosnia and Herzegovina, with whom EFSE
began a relationship through a senior
debt facility in 2017, is a good example.
Spanning 9 months in 2022, the Entrepre-
neurship Academy program supported
the Bank in its strategy to strengthen



EFSE IMPACT REPORT 2022 | EMPOWERING AND BUILDING RESILIENCE

Empowering Entrepreneurs for Sustainable Growth:
EFSE Entrepreneurship Academy

CONTENTS

KEY FIGURES

GREETINGS

EMPOWERING &
BUILDING RESILIENCE

28

IMPACT &
SUSTAINABILITY

35

OPERATING
RESULTS

44

ABOUT
THE FUND

outreach to the EFSE’s end-borrower
target segment. In a series of interactive
workshops and trainings held in three
locations — Banja Luka, Bijeljina and
Jahorina. The bank’s MSME clients
attended five modules that deep-dived
into leadership and communication,
intrapreneurship and innovation for
SMEs, understanding financial concepts,
marketing, sales and digital marketing,
and stress management.

The corollary effect was to facilitate
networking between the participants,
entrepreneurs and future MSME leaders
as well as build a platform for knowledge
sharing and non-financial service support.
Though word of mouth is effective, the
ability to combine loans with access to
programs such as those proposed by the
Academy is proving a compelling argument
in favour of Addiko in the MSME universe.

Another important aspect of the
Academy’s mission is to support the
transformation towards a more respon-

sible and sustainable economic base in
the region. Take Sparkasse Bank dd BH,
part of Austria’s ERSTE Bank group

and the 5th largest bank in Bosnia and
Herzegovina (BiH) with a market

share of 5.1%. Their orientation towards
MSMEs made them a natural fit when
they became an EFSE partner lending
institution in 2021. It also enabled the
EFSE DF to leapfrog fundamental entre-
preneurship capacity building. Starting
2022, the EFSE DF and Sparkasse
implemented a jointly developed Entre-
preneurship Academy program for the
bank’s existing and prospective MSME
clientele to introduce sustainability and
ESG principles to bolster innovation and
resilience.

With a comprehensive understanding of
sustainability and how to integrate
ESG-risk management in their activities,
the region’s current and up-and-coming
generation of entrepreneurs will be
better prepared to thrive while building
resilience. Educational workshops also

26

teach budding entrepreneurs about
business innovation, financial risk
management, talent acquisition, digital
transformation, and new digital sales
channels.

Bringing MSMEs up to speed in these
areas, specifically supporting entrepre-
neurs in aligning with EU Standards
through education and training, also has
the effect of opening new markets for
them further afield.

“Conversations with our clients in the
MSE segment indicated a keen interest to
complement entrepreneurial spirit with
entrepreneurial skills and knowledge, as
well as need to develop the successors,
future decision makers at companies,
among family members or existing
employees. So, together with the EFSE
Development Facility we developed the
Addiko SME Academy as part of the EFSE
Entrepreneurship Academy program.
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We are delighted by the first edition,
which ran for six months and ended in
December 2022. 60 leaders from more
than 50 small and medium sized enter-
prises in the Republic of Srpska and Brcko
District participated. Together, they
represent more than 4,000 staff, which
gives you an idea of the positive
multiplying effect. We look forward to
replicating this success and are confident
that other socially responsible companies
will get involved and contribute to the
development of the entire business
community”, said Srdan Kondi¢, Chairman
and CEO, Addiko Bank Banja Luka.

A virtuous dynamic

2022

In most cases, it the PLI that approaches
EFSE with an idea for a program or a plan
for building entrepreneurship capacities
at the local or national levels.

Case in point: Georgia. As the country’s
second-largest bank with around 36%
market share by assets, and a strategic
partner of EFSE for advancing sustainable
lending to MSMEs, Bank of Georgia
provides non-financial services to its
business customers (e.g., awards for
tourism businesses, financing hotel start-
ups, legal advice for business expansion).
To boost these capacities, the bank and
the EFSE DF’s joint Entrepreneurship
Academy project in 2022 specifically
supports three initiatives developed by
the bank: the businesscourse.ge platform
for reaching out to SMEs with high-
quality online courses ranging from
financial management, business planning
and inventory management to job safety,
corporate finance and auditing; capacity
building for agri-producers in financial
management and accounting; and

27

capacity building for small-scale manufac-
turers — e.g. furniture production, wood
processing, metal door production —

with courses on exports, marketing and
financial management.

An ongoing mission to strengthen
resilience in a challenging environment
As 2022 has presented a new set of
challenges, EFSE remains resolute in its
mission to foster sustainable economic
development and prosperity. In the
period under review, the fund stepped
up and stood in solidarity with its
partner institutions and their MSME
end-borrowers in the region, committed
to doing its part in building and
maintaining a robust and resilient
financial ecosystem. The EFSE’s Entrepre-
neurship Academies continue to prove
instrumental in enabling more and more
MSMEs in the region to successfully
navigate the inflation, supply chain, and
energy-related complexities of a post-
Covid world —and emerge stronger on
the other side.

contributed to

Workshop 1 - Thriving in the New Normal

Workshop 2 — Managing risks and your
financial health

Workshop 3 — Going digital: Marketing and
sales channels to ramp up revenue

Sustainable Development Goals
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receiving financing through EFSE institutions
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EFSE’s mission is to foster economic
development and prosperity in
Southeast Europe and the EU Eastern
Neighbourhood Region.

It pursues this by channelling responsible
financing to micro and small enterprises
and households, and by strengthening
the systems that surround and enable

local entrepreneurs and families. In this
way, the fund works toward its ultimate
impact target of supporting jobs and
income generation as well as improving
living conditions. EFSE further strives for
systemic impact by contributing to
strengthening the financial sector serving
those target groups, as well as empow-
ering entrepreneurship by building skills

29

DECENT WK AND
ECONDMIC GROWTH

along with access to resources and
opportunities.

EFSE’s impact management approach
combines managing and mitigating
potential negative outcomes with
enhancing positive impact. Thereby,
EFSE works towards Sustainable
Development Goals and aligns with
international standards and best
practices. These include the Operating
Principles for Impact Management, the
IFC Performance Standards, the eight
core conventions of the International
Labour Organization, the International
Bill of Human Rights, and key responsible
finance initiatives.

In pursuing its sustainable investment
objective, EFSE is classified as an
Article 9 impact fund in accordance
with the Sustainable Finance Disclosure
Regulation’ (SFDR). The fund’s overall
sustainability-related impact is
demonstrated through relevant
sustainability indicators (see pp. 33).

Sustainable Development Goals
contributed to

EFSE is disclosing as an

Article

fund under SFDR

Read more about EFSE’s approach to
impact & sustainability, including our
sustainability-related disclosures in line
with the requirements of the SFDR, at:

e

"Regulation (EU) 2019/2088
on sustainability-related
disclosures in the financial
services sector.


https://www.efse.lu/impact-sustainability
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Positive impact management

Assessing EFSE’s positive impact is crucial
to the fund, as it demonstrates progress
towards EFSE’s social objective and
provides insights and learnings that
inform its strategy. EFSE tracks and
manages its progress towards its impact

objective based on a set of key indicators.

El E_- Explore EFSE’s impact

= logicinits
Theory of Change

They have been selected based on EFSE’s
Theory of Change, reflecting both the
direct impact on the investee and the
sector overall (for example, by improving
the financial institutions’ capacity to
serve the micro, small and medium enter-
prises, or MSME sector) as well as the
indirect impacts on or through the
investees’ clients (for example sustaining
and creating job opportunities in the
local MSME sector).

Systematic impact measurement and
management is integrated in EFSE’s
investment lifecycle. The fund assesses
potential impact of each investment
with the Impact Scoring Tool at the due
diligence stage, considering the need
for and relevance of an investment in

a particular country and sector, the
investees’ outreach to the target group,
and its commitment and capacity to
deliver positive impact as well as EFSE’s
investor contribution. The tool is also
used for regular impact monitoring and
ex-post assessment at the exit stage.
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Finance in Motion named Practice
Leader by top impact investment
fund verifier

Making it onto
BlueMark’s Practice
Leaderboard shows the
community that we are
carefully and consistently
managing and measuring
EFSE’s impact according
to best practices.

Read Finance in Motion’s E E
Disclosure Statement ot
b |
4

Find Finance in Motion
in BlueMark’s Practice

Leaderboard >



https://www.efse.lu/fileadmin/user_upload/efse/7_publications/publications_dateien/sektion_3_-_publications/efse_development_facility/EFSE_Theory-Of-Change_2023.pdf
https://bluemarktideline.com/practice-leaderboard/
https://www.finance-in-motion.com/publications/
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EFSE continues to deepen and
expand its impact management
practices. To further enhance its
strategic focus on inclusion, the
fund has expanded the assessment
of its PLIs’ strategic focus and
outreach to women and young
clients as part of the investment
decision and implements women-
tailored capacity building and
leadership programs through its
Development Facility.

average share

of women employees

at PLI-level

average share

of women in senior
management

at PLI-level

41%

of women clients
in EFSE PLIs

(MSME, rural and
housing) portfolio

of EFSE PLIs have

Figures as at 31 December 2022, reflecting
outstanding portfolio, and are based on the reporting
by (a sample of) EFSE PLIs.

a strategic focus
on female MSME clients

31
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Managing environmental

& social risks

EFSE places a priority on effectively
managing —i.e., avoiding, minimising, and
mitigating — potential environmental and
social (E&S) risks and adverse impacts
associated with its investments. To this
end, the fund maintains and continuously
improves its Environmental and Social
Management System. The fund’s E&S
management approach is guided by the
key principles of the IFC Performance
Standards.

E&S risks are considered throughout the
investment process. E&S screening, E&S
risk categorisation, and thorough E&S
due diligence processes are key tools for
identifying risks and potentially significant
adverse sustainability impacts. These
tools are also used to assess EFSE
investees’ capacity and commitment to

address and mitigate against these
impacts. If gaps are identified on the
investee level, the fund stipulates
contractually binding E&S action plans
to ensure the investee’s alignment with
the fund’s E&S requirements within
appropriate timeframes.

In addition, the fund prohibits the use
of EFSE funding for activities with an
elevated risk of causing significant
adverse sustainability impacts, such

as those related to business activities in
the coal, oil, and gas sectors, activities
involving child or forced labour, and
those involving the destruction of high

conservation value areas, among others.

Once capital is deployed, EFSE regularly
monitors the E&S performance of its
partner institutions and engages with
them to strengthen their E&S capacity
where required.

32

Assessing and managing
Principal Adverse Impact (PAI)

Sustainable Development Goals
contributed to
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NO

POVERTY

SDG 1- No Poverty
EFSE contributes to eradicating poverty by meeting the basic financing needs
of micro, small, and, medium enterprises and low-income households.

Subloans faC|I|tated to MSMEs and households’

Share of mlcroﬁnance mstltutlons among active partner Iendlng |nst|tut|ons

110,000
85%

26%

1,160,000
82%
24%

SDG 2 - Zero Hunger
EFSE helps improve agricultural productivity and the livelihoods of small-scale
food producers through secure and equal access to financial services.

Share of subIoans disbursed to rural end- borrowers

Share of partner lending mstltutlons with EFSE mvestments dedicated to ruraI & agri ﬁnancmg

40%

47%

57%
43%

DECENT WORK AND
ECONOMIC GROWTH

o

SDG 8 — Decent Work and Economic Growth

EFSE contributes to economic development and job creation by enabling entrepreneurs to establish

and grow businesses through, for example, tailored financial services, mentorship, and strong ecosystems
that support entrepreneurship.

Indlrectjobs supported in MSMEs receiving ﬁnancmg through partner Iendlng |nst|tut|ons1 2

Partners supported with capaC|ty bU|Id|ng in developmg and strengthenlng processes and practlces1

1,948,000
34,800

190

2,100,000

" Cumulative figure since inception.

2Figures are modeled by EFSE based on primary reporting and thid-party data.
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SDG EFSE CONTRIBUTION AND INDICATORS 2021 2022
SDG 9 - Industry Innovation and Infrastructure
EFSE contributes to inclusive and sustainable industrialisation by upgrading
small-scale enterprises through improved access to finance and innovative solutions.
Act|ve borrowers 91 000 87 000
Share of outstandmg portfollo in IocaI currencies 28% 4%
Vqume of subloans enabled for MSMEs through EFSE financing' EUR 5 8 b||||on EUR 6 2 bllllon
Partner lending institutions' 132 137

10 REDUCED SDG 10 — Reduced Inequalities

'NEQUAU“ES EFSE contributes to the economic inclusion of all by sustaining and growing business income

among marginalised entrepreneurs.
Women owned enterprises reached through MSME ﬁnance1 2 41,000 51,000
Share of female participants in capauty building prOJects1 41% 41%
Share of total MSMEs and rural sub-loans disbursed in local currencies 77% 72%

1 PARTNERSHIPS
FOR THE GOALS

&

SDG 17 - Partnerships for the goals
As a pioneer in blended finance, EFSE contributes to bringing together public
and private investors for sustainable development.

Commltted capltal

Share of prlvate capital commltted to EFSE

EUR 980 million
EUR 35 million

21%

EUR1 092 miIIion

EUR 42 m|II|on
28%

" Cumulative figure since inception.

2Figures are modeled by EFSE based on primary reporting and thid-party data.
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Available funding
3 KEY FIGURES by investment C|aSS

4 GREETINGS

0,
11 EMPOWERING & 34A’

BUILDING RESILIENCE C Shares

28 IMPACT &
SUSTAINABILITY

N 3%

Junior Notes

24%

Senior Notes

Total committed investment portfolio
as at 31 December 2022:
EUR 1,125 million

35 OPERATING 1 1 %
RESULTS L Shares
44 ABOUT 22%
i 6% A Shares
B Shares
Fund investors PERCENT Total committed investment portfolio

by investor class
45%

Public Investors

28%
International

Finance
Institutions

27%

Private Investors
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as at 31 December 2022:
EUR 1,125 million
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Outstanding
investment portfolio

Since inception in December 2005

EUR MILLION

1,090

969
940 944
826
Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec
05 06 07 08 09 10 1" 12 13 14 15 16 17 18 19 20 21 22

37

1,100

1,000

900

800

700

600

500

400

300

200

100



EFSE IMPACT REPORT 2022 | EMPOWERING AND BUILDING RESILIENCE

Investments

Outstanding investment
portfolio by currency

CONTENTS

3 KEY FIGURES

4 GREETINGS

n EMPOWERING &
BUILDING RESILIENCE

28 IMPACT &
SUSTAINABILITY

35 OPERATING
RESULTS

44 ABOUT
THE FUND

PERCENT

58%

EUR (Euro)

currency

1% AZN (Azerbaijani manat)

2% RSD (Serbian dinar)
AMD (Armenian dram)

3% MDL (Moldovan leu)

5% RON (Romanian new leu)

5% GEL (Georgian lari)

5% UAH (Ukrainian hryvnia)

usD
(United States dollar)

Outstanding investment
portfolio by country

Total outstanding investment portfolio
asat 31 December 2022:
EUR 1,090 million

PERCENT

8%  Cross Country

6%  Ukraine

3% Moldova

Georgia

1%  Belarus

1%  Azerbaijan

7%  Armenia

Region Region
ENR/ SEE
ENR East

38

<1% Albania
9% Bosnia and Herzegovina

1%  Bulgaria
Croatia
3%  Kosovo
3% Montenegro
3% North Macedonia

13% Romania

Serbia

11%  Turkey
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PERCENT

19%

Subordinated
Debt

1%

Equity

80%

Senior Debt

Total outstanding investment portfolio
as at 31 December 2022:
EUR 1,090 million

Outstanding investment
portfolio by product

PERCENT

57%

Micro and small
enterprise loans
(urban)

39

18%

Housing loans

25%
Micro and small

enterprise loans
(rural)

Total outstanding investment portfolio
as at 31 December 2022:
EUR 1,090 million
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The EFSE Development Facility (EFSE DF)
offers tailored technical assistance (TA)
and training to the fund’s partner lending
institutions, conducts high-level research
that includes development impact
assessment; it also contributes to strength-
ening the local financial sectors through
advisory support and by actively fostering
responsible finance. The EFSE DF imple-
ments projects on a range of relevant
topics with micro, small, and medium
enterprise (MSME) lending, responsible
finance, entrepreneurship development,
financial technology, financial product
development and core capacity building
for partner lending institutions remaining
key topics.

Total scope of PERCENT
activities 59,
Based on approved project volume YTD Responsible
Finance 24%
Entrepreneur-
ship and MSME
. . Development
Financial
Technology
o)
51% 18%
Core Capacity ;
Building for PLIs SUStFaiI:::!Z
Technical assistance PERCENT
by type
Based on cumulative project volume
34%
Sector TA
58%
Individual TA

40
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Project distribution
by country

Cumulative, from inception of the
EFSE Development Facility in 2006
at 31 December 2022

<1 % Belarus

1 % Bulgaria

<1 % Regional-ENR

1 % Regional-SEE

2 % Croatia

3 % Azerbaijan

3 % North Macedonia

[0) Montenegro
4%

5 % Armenia
6 % Ukraine
7 % Romania

8 % Serbia

(o) Moldova
8%

a1

15%

10%

10%

9%

8%

Bosnia
and
Herzegovina

Turkey

Georgia

Kosovo

Albania
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Outstanding sub-loan EUR MILLION
portfolio per year 1,200
per year 1,000
800
——  Sub-loan portfolio outstanding (EUR)
—— Number of sub-loans outstanding 600
400
200
0
Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec
06 07 08 09 10 " 12 13 14 15 16 17 18 19 20 21 22
PERCENT

Sub-loan portfolio
outstanding by loan size
based on number

of sub-loans

Based on total number of subloans
outstanding

9%

>EUR 50,000

EUR 20,000 —
EUR 50,000

—

Loan
size

70%

< EUR 20,000
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NUMBER
OF SUB-LOANS

150,000

125,000

100,000

75,000

50,000

25,000
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Local currency

Sub-loan portfolio PERCENT

outstanding by economic

sector based on volume 17%

of sub-loans Trade 29%

Agriculture

Services
14% \ J 20%
Industry Housing

Sub-loan portfo“o PERCENT

outstanding by currency 6% ol

based on volume USD

of sub-loans
EUR 75%

EUR as local currency/currency board in Bosnia and Herzegovina,

Bulgaria, Kosovo, Montenegro
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1,160,000

Sub-loans facilitated to micro, small
and medium enterprises and households

I
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The European Fund for Southeast
Europe (EFSE) is an impact fund whose
holistic approach to fostering economic
development and prosperity in
Southeast Europe and the EU Eastern
Neighbourhood Region focuses on
empowering micro, small and medium-
sized enterprises (MSMEs) as well as
improved living conditions for private
households. The fund contributes to

a stable financial sector at the govern-
mental level and, through partner
lending institutions, facilitates access
to finance for these target groups.

The EFSE Development Facility

EFSE multiplies Investment impact
through technical assistance: the EFSE
Development Facility works with institu-
tions and businesses to build capacities,
connect ecosystem players, study

markets, and help build a culture of
entrepreneurship and responsible
finance.

As one of the first impact investment

vehicles to pioneer a public-private
partnership, EFSE’s layered and blended

45

finance structure leverages public
contributions as a risk cushion to
mobilize private investments. EFSE

is active in 16 countries, collaborating
from in-region offices with investees,
partners, national regulators, and
entrepreneurship organisations.
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DR. KLAUS MULLER

(Chairperson)

VOLKER OEL

NICO PIJL

DR. CHRISTOPH ACHINI

DR. MARKUS ASCHENDORF

SYLVIA GANSSER-POTTS

HUBERT COTTOGNI

ANDREA HAGMANN

MONIQUE BACHNER-BOUT
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Committees

Investment Committee

Henry Russell (Chairperson)
Madhumita Dutta-Sen
Christoph Achini

Thomas Reker

Audit and Risk Committee

Nico Pijl (Chairperson)
Sylvia Gansser-Potts
Monique Bachner-Bout

Foreign Exchange Committee

Henry Russell (Chairperson)
Dr. Christoph Achini

Development Facility Committee

Andrea Hagmann (Chairperson)
Thomas Reker
Kristin Duchateau
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and KfW as Trustees for the

IKFW

Deutsche Bank

RESULTS
44  ABOUT % Federal Ministry
2~ 0 for Economic Cooperation
THE FUND

and Development

= AUSTRIAN

= DEVELOPMENT

AGENCY

QEB

Development
Bank of Austria

GLS Ban_//

das macht Sinn

International
Finance Corporation
'WORLD BANKGROUP

CIFC

asn® bank

)

Schweizerische Eidgenossenschaft
Confédération suisse
Confederazione Svizzera
Confederaziun svizra

Swiss Confederation

Federal Departement of Economic Affairs,
Education and Research EAER
State Secretariat for Economic Affairs SECO

@ European Bank

for Reconstruction and Development

European
Investment Bank

finance rnmotion

FMO

Entrepreneurial
Development
Bank
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m\'l' Steyler Ethik Bank
U/

*A selection of EFSE’s private investors



EFSE IMPACT REPORT 2022 | EMPOWERING AND BUILDING RESILIENCE

Contacts

CONTENTS

For Investors

For General
Inquiries

3 KEY FIGURES

International
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Advisor Kfw

2, rue Heinrich Heine Initiator and Lead Investor
L1720 Luxembourg Dr. Klaus Miiller

T: +352(0)28 99 40 74 Palmengartenstr. 5—9

E: luxembourg@ 60325 Frankfurt am Main
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RESULTS finance-in-motion.com Germany
T: +49 (0)69 74313595
44 ABOUT . A .
THE FUND AT T s Lol E: Dr-Klaus.Mueller@kfw.de

Advisor

S ERVINIA
Carl-von-Noorden-Platz 5
60596 Frankfurt am Main

Private Investors

Hauck & Aufhauser
Germany Fund Services S.A.
T. +49(0)69 2710350 Manager

E: s.wisniwski@

. . . Christoph Kraiker
finance-in-motion.com

1c, rue Gabriel Lippmann
5356 Munsbach
Luxembourg

T: +352(0)451314 510
FOF Do,nor E: christoph.kraiker@
Agencies hauck-aufhaeuser.com
Kfw Finance in Motion GmbH

Advisor
2, rue Heinrich Heine

Initiator and Lead Investor
Dr. Klaus Muller

Palmengartenstr. 5-9

60325 Frankfurt am Main
Germany

T: +49 (0)69 74313595

E: Dr-Klaus.Mueller@kfw.de

L1720 Luxembourg

T: +352(0)28 99 40 74

E: luxembourg@
finance-in-motion.com

Partner Lending Serbia
Institutions Finance in Motion GmbH
Advisor
AIbania, Bosnia and ﬁlrport City, Omladinskih
rigada 90v,

Herzegovina, Bulgaria,
Croatia

Building 1700, 8th floor
11070 Belgrade
Serbia

Finance in Motion GmbH T: +381(0)1122 89 058

Advisor. . E: serbia@finance-in-motion.com
SCC Office Tower, Vrbanja 1
71000 Sarajevo North Macedonia

Bosnia and Herzegovina

T: +387(0)33 56 561190 Finance in Motion GmbH

E: albania@finance-in-motion.com  Advisor
bosnia_and_herzegovina@ Maksim Gorki 20/3
finance-in-motion.com 1000 Skopje

North Macedonia
T: +389(0)2 3132628
E: north_macedonia@

bulgaria@finance-in-motion.com
croatia@finance-in-motion.com

Ukraine finance-in-motion.com
Finance in Motion GmbH Georgia

Advisor

Shovkovichna Street 10, office 4 Finance in Motion GmbH
01021 Kyiv Advisor

Ukraine N-Business Center, Floor 5
T: +38044 29070 88 0177 Thilisi

E: ukraine@finance-in-motion.com  Georgia

T: +995 (0)322 855 434

E: georgia@finance-in-motion.com

* This designation is without prejudice
to positions on status, and is in line
with UNSC 1244 and the ISJ Opinion

of the Kosovo Declaration of Independence
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Kosovo*

Finance in Motion GmbH
Advisor

Qamil Hoxha 7 st. no 1/6
1000 Prishtina

Kosovo

T: +383(0)49 751222

E: kosovo@
finance-in-motion.com

Montenegro

Finance in Motion GmbH
Advisor

Turkey

Finance in Motion GmbH

Advisor

Maslak Mah. Blyukdere

Cd. Noramin Is Merkezi

No: 237

Kat A1 Ofis No: A103

34398 Sariyer, Istanbul

Turkey

T: +90 212 286 0123

E: turkey@
finance-in-motion.com

Bulevar Svetog Petra Cetinjskog 114

81000 Podgorica
Montenegro
T: +382(0)2022 83 41

E: montenegro@finance-in-motion.com

Azerbaijan, Armenia, Belarus,

Moldova, Romania

Finance in Motion GmbH
Advisor

25, M. Banulescu Bodoni Str.

3rd floor, Office 31

MD — 2012 Chisinau
Republic of Moldova

T: +373 (0)22 54 46 26

E: azerbaijan@finance-in-motion.com
armenia@finance-in-motion.com
moldova@finance-in-motion.com
belarus@finance-in-motion.com
romania@finance-in-motion.com
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The fund is registered in the Grand Duchy of Luxembourg as an investment
company with variable capital subject to the Law of 13 February 2007

and is reserved for institutional, professional or other well-informed investors
as defined by Luxembourg law.

The issue document or the assets held in the fund have, however, not been approved
or disapproved by any authority. The information given herein does not constitute

an offer or solicitation in a jurisdiction where to do so is unlawful or where the person
making the offer or solicitation is not qualified to do so or where a person receiving
the offer or solicitation may not lawfully do so nor does it constitute a commitment of
the fund to offer its shares, notes, and/or other instruments to any investor. No
guarantee is given as to the completeness, timeliness, or adequacy of the information
provided herein. No investment may be made except upon the basis of the current
issue document of the fund.

Not for distribution, offer, sale, transfer or resale in or into the United States of America,
Canada, Japan or Australia or to any U.S. person or in any other jurisdiction in which
such distribution, offer, sale, transfer or resale would be prohibited by

applicable law.
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Neither the fund nor Finance in Motion nor any of its shareholders, directors, officers,
employees, service providers, advisors, or agents makes any representation or
warranty or gives any undertaking of any kind, express or implied, or, to the extent
permitted by applicable law, assumes any liability of any kind whatsoever, as to

the timeliness, adequacy, correctness, completeness or suitability for any investor

of any opinions, forecasts, projections, assumptions and any other information
contained in, or otherwise in relation to, this document or assumes any undertaking
to supplement any such information as further information becomes available or

in light of changing circumstances. The content of this information is subject to change
without prior notice.

This document does not necessarily deal with every important topic or cover every
aspect of the topics it deals with. The information in this document does not constitute
investment, legal, tax or any other advice. It has been prepared without regard to

the individual financial and other circumstances of persons who receive it.

© European Fund for Southeast Europe 2023. All rights reserved.
Translation, reprinting, transmission, distribution, presentation, use of illustrations

and tables or reproduction or use in any other way is subject to permission of the
copyright owner acknowledging the source.
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