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EUROPEAN FUND FOR SOUTHEAST EUROPE

EFSE — First Class Shareholders and Efficient Private I\;élnagementj

» Shareholders:

 Public Investors. EU (EIF), German, Swiss, Austrian Government, (Ksovo,
Montenegro, Bosnia and Hezegovina, Serbia)

» International Finance Institutions: IFC, EBRD, FMO, KfW, (EIB)

» Private Investors: Bankakademie Credit Cooperatif, Bankhaus Oppenheim,
Deutsche Bank AG

» Structuring Investor / Promoter: KfW

» Advisory Group

* Funds Manager: OppenheimPramerica Luxembourg & Bankakademie
Frankfurt

» Administration Agent: Citibank Luxembourg
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Mission Statement |

mic development and psperity in the
ugh the sustainable praesion of

e, notably to micro ad small

rivate households, via quified

||~ Income generation ||~ Providing housing finance

||~ Job creation ||~ Strengthening local financial markets
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Area of Operations and Local Presence

Albania

Bosnia and Herzegovina
Bulgaria

Kosovo

FYR Macedonia
Republic of Moldova
Montengro

Romania

Serbia

© 0N OhsWDNRE

Local Office
Partner Lending Institutions (PLISs):

Qualified Financial Institutions
(Local Commercial Banks, Micro Credit Organisations Others)
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Financial Instruments for Partner Lending Institution s (PLIS)

The Fund provides long-term funding to PLIs through a mix of different
instruments

 Medium to long-term loans

» Subordinated loans

» Equity participations

e Guarantees

e Term deposits

« Subscription to bond issues
 Investments in securitization vehicles




EUROPEAN FUND FOR SOUTHEAST EUROPE

Organisational Structure

Board of Directors - Advisory Group

o
41 < European E Bank
A [§ Jrosoti:

FRIW Central Bank Governors and
__ Austrian FMO Representatives
= Development Cooperation Soanca for Deveagmen
Investment Committee S
“kfw @Frpennok (2] Jd FMO
Fund Administrator [— Fund Manager =~ WSS  Agyisor |
e : =
— CUStIOd Oppenheim (@ Pramerica ﬁa_!(/ Bankakademie
citigroup) |

| I I 1 [ ]
Local Office Local Office Local Office Local Office Local Office Local Office
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Leverage of Funds

Several risk tranches

Fund Volume in EUR million
(Commitments)

Dec 2005 Dec 2006 Mar 200

/

Share class C
“Junior”

68 128 135

Share class B
“Mezzanine”

Private
Investors

Banks

NGO’'s
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Development Facility

Complementary non-financial services:
« Technical assistance (TA) for PLIs

—to the Development Facility

Direct Grant Contribution

xxxxxxxxxxxxxx

FMO

 Research & Development / Impact Studies| Contributions from EFSE's income Waterfall

Principles of TA:

* Enlarging outreach and addressing risk
* Focus on key processes
 Costsharing by PLIs
 Development of TA packages

« Cooperation with other Donors mrwm

 Transparency (EU Procurement Rules,
Publication on EFSE Website

-DF Committee

o /N
kF FM CL-H
EANKEN% Finance for Development HVI

F Fund Manager

Oppenheim (# Pramerica @ Bankakademie |

C|ary Agent

—Lending Institutions
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EUROPEAN FUND FOR SOUTHEAST EUROPE

EFSE is a Luxembourg Fund

First-Class Investors

» Sovereign and

supranational shareholder
* Development Institutions
* Leading Banks

Regulated Environment

e supervised
* rule-bound

Strong service providers

11
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EFSE is a Public-Private Partnership

Project Development

Tender Mezzanine PPP

Creation of EFSE Tranche Solution

/ *No guarantee
/ *No rating

*On its own merit4,

First Loss C Tranche
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Portfolio Development

EUR million

300+

Launch Dec 05 Mar 06 Jun 06 Sept 06 Dec 06 Mar 07

14
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Investment Portfolio (varch 2007)
In EUR million

e T s
sertia. [ 5
Montenegro _ 35.1
Romania _ 27.5
FYR Macedonia - 12.8

Republic of Moldova . 5.6

Total 272.1
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Investment Portfolio by Product (march 2007)

based on loan amount outstanding

Rual MSE
16%

Housing Loans
35%

SE

EUROPEAN FUND FOR SOUTHEAST EUROPE

Micro-and Small
Entenises
49%

16
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Montenegro - Investment Portfolio (march 2007)
In EUR million

P N R
Montenegro [ ] 351
Romania |G 275
FYR Macedonia - 12.8

Republic of Moldova . 5.6

Total 272.1
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EUROPEAN FUND FOR SOUTHEAST EUROPE

Montenegro - Performance in the First Year

EUR 19.3 million of new investments in 2006

Portfolio more than doubled

Cooperation with 5 PLIs

 Three commercial banks
e Two microcredit institutions

Portfolio data

» Average loan amount outstanding: EUR 3,752
* 91% of subloans disbursed in 2006 were under EUR 10,000

19
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EUROPEAN FUND FOR SOUTHEAST EUROPE

Montenegro - Portfolio Highlight

* Focus on lending programs for development of MSEs aral MSESs

» Successful technical assistance to PLI aimed at nedugtalevelopment

* Montenegrin PLI as a model for the successful microti@ganization

20
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Montenegro — Outlook

1. Intensive cooperation with existing PLIs

2. ldentification of new PLIs on limited market

3. Development and introduction of new financial insuments and services

4. Consideration of new investments to support housg lending programs

21
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Serbia - Investment Portfolio (march 2007)
In EUR million

rorsoccime NG (> ¢
servia [ <23
Montenegro ([ 35-1
Romania _ 27.5

FYR Macedonia - 12.8

Republic of Moldova . 5.6

Total 272.1
22



Serbia - Performance in the First Year

EFSs

EUROPEAN FUND FOR SOUTHEAST EUROPE

1. Portfolio tripled in 2006

2. 6 PLIs (5 commercial banks and one leasing company)

3. Start of first micro leasing

4. Start of rural financing

5. 11,570 active clients; EUR 4,437 averag -

23
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EUROPEAN FUND FOR SOUTHEAST EUROPE

Serbia - Portfolio Highlight

For micro lending no specific regulation

Focus on local / regional medium sized banks targeiy micro and small
enterprises

* Regional banks serve micro and
small enterprises in rural areas

» Catering to underserved clients and
contribute to regional economy

* Regions are South and Western Serbia

24
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Serbia - Outlook

1. Significant mandatory reserves

2. Continued portfolio expansion in highly
competitive environment

3. Entrepreneurial culture in Serbia very
strong and prosperous

4. Four new PLIs with innovative instruments

5. Further focus on micro, small and rural segmers

25
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Kosovo - Investment Portfolio(march 2007)
in EUR million

rorsoccime NG (> ¢
servia [ -
Montenegro ([ 35-1
osovo [T 342
Romania _ 27.5

FYR Macedonia - 12.8

Republic of Moldova . 5.6

Total 272.1
26
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Kosovo - Performance in the First Year

1. Approval of EUR 15 million investments in Kosovo Pls

2. Establishment of cooperation with two additional PlUs: NBK and KEP

3. Introduction of mortgage product

27
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Kosovo - EFSE as Sectoral Player

EFSE as major partner of all important financial institutions

Support of financial sector development:

* MFI deposit introduction
e Rural lending

28
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Kosovo — Outlook

1. Focus on the microfinance sector

2. Accompanying transformation of
partner MFIs

3. Expansion of support for rural products

29



Republic of Moldova - Investment Portfolio (varch 2007)

In EUR million

Bosnia and |

103.6
Herzegovina |

Serbia 53.3

Montenegro | 35.1

Kosowo 34.2

Romania | 275

FYR Macedonia 12.8

Republic of Moldova |:| 5.6

Total 272.1
30



Republic of Moldova — Performance in the First Year

1. Three active PLIs: Moldova-Agroindbank, Microinvest and MobiasBanca

2. Two technical assistances provided in risk managemeand lending efficiency

3. Moldova country office currently being
opened
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Republic of Moldova — Succesful Start

More than EUR 34 million approved investments in rural, micro and small
enterprise and housing lending

32



Republic of Moldova — Outlook

Diversify range of PLIs: leasing,
housing finance companies

Downscaling MSE project planned

Official launch event planned on
22 June

33



Romania - Investment Portfolio (varch 2007)
In EUR million

Bosnia and |
Herzegovina

103.6

Serbia 53.3

Montenegro | 35.1

Kosowo 34.2

Romania | 275

FYR Macedonia 12.8

Republic of Moldova |:| 5.6

Total 272.1
34



Romania - Highlights

1. EFSE Regional Office opened

2. Roll-out of new products:

- Subordinated loan - Club deal for
Banca Transilvania

- EFSE's first loan in local currency to
OMRO microfinance company

35



Romania — Outlook

Developed financial markets - incubator for new prodets and instruments

Low financial intermediation with
underserved rural areas:

An important role for microfinance to play

36



New Countries of Operation - Albania

1. Country Study on Albania completed in March 207

2. Official Launch Event in March 2007 co-hostedby the National Bank of Albania

3. Roll-out of new instrument:
first guarantee issued by EFSE
in cooperation with a leading
commercial bank enabling the PLI
to access local currency funding

37



New Countries of Operation - Bulgaria

1. EFSE in an early stage of operations

2. First investment approved in microfinance seor

3. EFSE Outlook:

- provide support to microfinance sector
- test new financial instruments

38



New Countries of Operation — FYR Macedonia

1. Country Study completed in March 2007

2. Succesful Launch event co-hosted by National Bank Macedonia

3. Curently present with an investment
in one PLI

4. Outlook:
- 3 new investments in the pipeline
- rural deepening

39



Bosnia and Herzegovina - Investment Portfoligmarch 2007)

In EUR million

Bosnia a_nd | | 103.6
Herzegovina

Serbia | 53.3

Montenegro | | 35.1

Kosow | | 34.2

Romania | | 275

FYR Macedonia |:| 12.8

Republic of Moldova D 5.6

Total 2721
40



Bosnia and Herzegovina - Performance in the First Yaa

1. Portfolio more than doubled

. 15 partner lending institutions: 7 banks and 8nicrofinance institutions

3. Average loan amount disbursed:
EUR 3,247

4. Successful pilot project in housing
microfinance

41



Bosnia and Herzegovina — Portfolio Highlight

The microfinance sector in Bosnia and Herzegovina a success story

New regulations, supervision by banking authoritiegor both:
- MC Foundations as not for profit organisations
- MC Companies as for profit organisations

but: MC Companies and MC Foundations remain creditenly institutions

EFSE contribution

Continuing to provide financial support
to strengthen institutions and accompany
their growth

Focused TA on the transformation process:
- Workshop on transformation challenges
- Capacity building

Regular exchanges with banking authorities

42



Bosnia and Herzegovina — Outlook

Exploring possibilites of developing new instrumert to address the needs of the
well developed banking sector in Bosnia and Herzegma

Further consolidation of the financial sector:
Special emphasis on the microfinance sector

43



4. Development Performance
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Development Performancgmarch 2007)
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Loan Size to Micro and Small Enterprisesmarch 2007)

1%——=

7%—

92%—1—

N\

S —— 9%

Number of Loans

——34%

— ——57%

Loan Amount
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Loan Purposemarch 2007)

based on loan amount

Fixed Assets 46%
Working

Capital 40%
Both 14%

a7



Economic Sectormarch 2007)

based on loan amount

Industry /
Production 13%

Agriculture 23%

Serices 30%

Trade 34%
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Loan Purpose Housing, March 2007) |

13%—— —

——35%

23%—— ——\_
—10%

64% T —T—55%

Number of Loans Loan Amount
49



Maturity of housing loans (march 2007)

More than five

years

Four to five

— 64%

16%

years

One to three

17%

years

Less than one

3%

year
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5. Development Facility
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A unique feature of a development fund

» Supplementing EFSE'’s financial assistance

 Funds from two sources
e Donors: BMZ, FMO and SDC
 Fixed share of the Fund’s net income
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Focussed technical assistance

e Focus on increasing outreach
* Product development and implementation

* Focus on strengthening institutional capacity
* Risk and Asset liability management
e Internal control and audit
« Management accounting and controlling

53



Activities

e Launched in mid-2006

» 14 partner institutions took/take part in technesdistance
» Of these, 12 are microfinance institutions

e Total Volume of Activities: EUR 1.3 million

 Emphasis on PLI cost sharing
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6. Perspectives
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Perspectives

EFSE well-received in target markets

Established strong relationships with leading financial nstitutions

Continued strong demand from PLIs for long term refinancing

Strong investors' interest, sufficient funds well into2008

Increasing spectrum of financial instruments and produds

56



European Bank
for Keconsmraedom and Development

H BANKENGRUFPE

Building Bridges
Public Private Partnership for
Development Finance
In Southeast Europe
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