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MISSION AND OBJECTIVES

DEVELOPMENT IMPACT

« Supporting micro and small enterprises
as the backbone of local economies,
thereby contributing to income
generation and employment creation;

« Satisfying the basic need of decent
shelter; and

« Strengthening local financial markets.

PRODUCTS TO BENEFIT

THE TARGET GROUPS

At present, the Fund’s long-term funding
instruments promote partner lending
institution products for the target groups,
including:

« Micro and small enterprise loans,

Rural loans, particularly for agriculture,
and

Housing loans.

MISSION

The European Fund for Southeast
Europe aims to foster economic
development and prosperity in the
Southeast Europe region and in the
European Eastern Neighbourhood
region through the sustainable
provision of additional development
finance, notably to micro and small
enterprises (MSEs) and to private
households, via qualified financial
institutions.

In pursuing its development goal the
Fund will observe principles of sustain-
ability and additionality, combining
development and market orientations.

The EFSE Development Facility works

with partner lending institutions to adapt
existing credit products and service as well
as develop new ones to better address the
unmet needs of the various loan customer
groups.

THE FUND’S ULTIMATE TARGET

GROUPS

« Micro and small enterprises, and

« Private households with limited
access to credit.

THE MAIN ADVANTAGES OF THE
EFSE IN ITS CURRENT STRUCTURE:
« Ensuring sustainability of operations
through institutionalisation and facili-
tating flexible incorporation of donors

at the same time,

Maximising the potential of its public-
private partnership model to mobilise
additional funding from private institutio-
nal investors,

Providing a wide range of financial
services to the partner lending institu-
tions and the ultimate target groups,
Generating operational efficiency gains.
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DEVELOPMENT PRINCIPLES

As a development finance vehicle, the EFSE
offers unique features. The Fund combines
investments with market orientation, creat-
ing additionality and complementarity with
other donor and government initiatives.
Operating as a market enabler, facilitator
and risk taker, the EFSE is an innovator

of and incubator for financial products de-
signed to better benefit the target groups
and ensure the sustainability of Fund
activities.
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DEVELOPMENT PERFORMANCE

AND IMPACT ASSESSMENT

Development performance measurement

The Fund’s management is assessed annu-

ally according to the following development

performance criteria:

« Breadth of outreach, i.e. number of micro
and small enterprises reached, and

« Depth of outreach, i.e. average loan size.

Development impact measurement

A Development Impact Study conducted

by a third party, analyses different aspects
of the Fund’s development impact, such as
employment effects or its social and envi-
ronmental impact. Results are published as
executive summary on the Fund’s website
www.efse.lu.

The Fund targets micro and small
enterprises with an individual loan
size of max. EUR 100,000, but a focus
on microloans below EUR 20,000.

P

The EFSE was one of the first develop-
ment finance funds in the world to ob-
tain the LuxFLAG Microfinance Label.

BUSINESS PRINCIPLES

As the largest microfinance fund in the
world, the EFSE bases its corporate values
on high standards of business ethics:

- Additionality,

« Transparency in the disclosure of
information,

Compliance of partner lending institu-
tions with high standards of business
ethics,

Close monitoring of partner lending
institutions and end-borrowers,
Presence in the markets and proximity
to partner lending institutions, and

A responsible HR policy of Fund service
providers.
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FUND HIGHLIGHTS

1

CONTRIBUTING TO

UN DEVELOPMENT GOALS

The Fund supports the UN sustainable
development agenda as currently docu-
mented by the Millenium Development
Goals but also beyond to achieve ,the
world we want*.

2

PROMOTING REGIONAL
COOPERATION

With its regional approach, the EFSE serves
as a vehicle to strengthen economic coop-
eration between different countries.

3
BALANCING SOCIAL

DEVELOPMENT AND
COMMERCIAL APPROACH

The EFSE combines in an innovative
manner a clear development orientation
with private sector efficiency and positive
risk-adjusted returns, thereby ensuring
institutional sustainability.

4
PROMOTING PRIVATE PUBLIC

PARTNERSHIPS AND MOBILISE
PRIVATE CAPITAL FOR
DEVELOPMENT

The EFSE uses donor grants as a risk
cushion for attracting private investors for
development purposes. Up to seven times
the amount of the initial investment and/or
grant can be raised for the target group,
representing significant leveraging capacity.

5
FACILITATING ACCESS TO

CAPITAL MARKETS

By mobilising private capital through the
risk protection mechanism set in place with
investor and donor funds and mezzanine
capital from development finance institu-
tions and international financial institu-
tions, the EFSE helps local and regional
financial institutions to access European
and international capital markets.

6

SERVING AS A MARKET ENABLER
The EFSE acts as risk taker to overcome
prohibitive country-specific and institu-
tional risks, which prevent the financial
sector from serving the Fund's ultimate
target groups. Furthermore, the Fund plays

an important role in anticipating market de-

velopments. By continuously adjusting its
range of services and products, it pushes
the development finance frontier further to
the benefit of its target groups.

7
ENSURING THE DEVELOPMENT

MISSION THROUGH A MIX

OF INSTRUMENTS AT DIFFERENT
LEVELS

The EFSE’s development mission is con-
tinuously assured through investor and
donor representation at Board level and in
various committees. Furthermore, develop-
ment performance is constantly assessed
against development targets and in the
Development Impact Study that is comis-
sioned on a regular basis.

8

COORDINATION PLATFORM

FOR LOCAL AND INTERNATIONAL
STAKEHOLDERS

The EFSE serves as a coordination platform
for donor agencies, development finance
institutions, and international financial
institutions, as well as local governments.

9
LOCAL OWNERSHIP

It is envisaged that donor funds invested
in the EFSE will partly or at large be trans-
ferred to local stakeholders. In the future,
therefore, local stakeholders will increas-
ingly become shareholders of the Fund,
adding to the current local shareholders
(Armenia and Albania).

10

CATERING FOR THE NEEDS

OF DONOR AND GOVERNMENT
PROGRAMMES

The EFSE allows earmarking grant funding
for investments in specific countries and/or
for specific activities of the EFSE Develop-
ment Facility. Furthermore, the Fund is
also open to incorporating existing donor
or government programmes that serve the
ultimate target groups.
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ORGANISATIONAL STRUCTURE
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Seasoned bankers with a strong develop-
ment finance background are members of
the Fund’s Investment Committee, which
decides on each investment.

Representatives from the main donors
providing grants to the EFSE Development
Facility are members of an independent
Committee, which oversees all activities
of the Development Facility.

FEATURES

COMPLEMENTARITY

Combination of financial and non-financial
services

The EFSE and the EFSE Development
Facility work jointly in support of the
target group.

Coordination of donors and development
finance institutions

The Board of Directors serves as a coor-
dination platform for different donors and
development finance institutions active

in the region. The Fund aims at comple-
menting existing initiatives of local govern-
ments, donors and development finance
institutions, and strives to harmonise
efforts.

The Advisory Group to the Board of

Directors comprises representatives from

Central Banks in the region. It meets twice

a year. The role of the Advisory Group is to

« Provide the Fund with better linkages to
local realities, concerns and needs,

« Share local experiences, and

« Make recommendations to the Fund
Manager and/or Board of Directors in
terms of Fund policies and operations.

EFFICIENCY

Professional management

Professional service providers are in charge
of fund management and administration.

Performance incentives

Service fees are tied to the fulfilment of
performance targets regarding financial
and development performance.

REGIONAL ENTRENCHMENT
Physical presence in the region

In most countries of operations, local
offices facilitate day-to-day contact with
partner lending institutions and local
stakeholders.

Local participation

Through the Advisory Group, local govern-
ments, as future shareholders, can famil-
iarise themselves with the Fund and
prepare for their future role.
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FUNDING MECHANISM

&eeeveeeeto . INCOME WATERFALL

Investor and donor funds used for develop-
ment finance initiatives in the target region
are generally scarce in view of actual needs.
The advantage of the EFSE’s funding strate-
gy is to use these donor funds to leverage
additional funds at large scale for develop-
ment purposes. This is achieved by issuing
different share tranches as well as notes
bearing different risks:

1. Public investors and donors invest in
the junior C tranche (first loss piece),

2. Development finance institutions
and international financial institutions
invest in the mezzanine B tranche,

3. Private investors purchase the senior A
tranche or notes.

SENIOR A TRANCHE / NOTES

MEZZANINE B TRANCHE

JUNIOR C TRANCHE

SUBORDINATION WATERFALL -+

Whilst mezzanine and senior investors
invest at the regional level, junior tranches
can either be earmarked to a specific
country or the region as a whole. Country-
specific junior tranches are exclusively used
for investments in one particular country.
Regionally earmarked junior tranches allow
for a flexible use of funds and can therefore
best accommodate changing development
finance needs in the target region.

In order to undertake investments, different
sources of funds representing different risk
tranches are pooled. They then constitute
one single source of financing for the Fund.
Consequently, the Fund uses these pooled
funds flexibly within each country based on
the Fund’s overall investment policy. This
approach creates efficiency gains and also
effectively addresses the risks associated
with each investment.

Mobilising private capital is only possible
due to the subordination mechanism in
place for each country in which the Fund
invests. In the unlikely event of losses, for
example, due to a defaulting partner lend-
ing institutions, the C tranche is affected
first. Only when these are fully depleted

is the mezzanine B tranche affected, then
follow by holders of senior A tranches, and,
finally, notes.

Income is first distributed to noteholders,
while holders of A, B and C tranches follow.
Holders of A, B and C tranches receive
income based on the success of the invest-
ments made by the funds, noteholders
receive a fixed interest rate.
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DONOR FUNDS

Grant funds provided by donors are essen-
tial to the Fund’s operating mechanism.
They constitute the risk cushion (C Shares)
for private investors that otherwise would
be reluctant to invest in countries that are
generally perceived as high risk. This way,
private capital can be mobilised, substan-
tially enlarging the total amount of funds
available for development purposes.

Grant funds in the form of risk capital are

particularly relevant to:

« Start Fund operations in new
countries, and

« Introduce new financial instruments
and higher-risk products.

Furthermore, grants can be provided to
the EFSE Development Facility to offer
complementary non-financial services to
maximise investment impact.

INVESTOR FUNDS

The EFSE attracts a highly reputable group
of investors. These include the European
Commission as well as the governments
of Germany, Austria, Switzerland and
Denmark, through the German Federal
Ministry for Economic Cooperation and
Development (BMZ), Swiss Agency for
Development and Cooperation (SDC),
Austrian Development Agency (ADA), and
the Danish International Development
Agency (DANIDA).

In addition, the first governments from the
EFSE’s target regions in Southeast Europe
and the European Eastern Neighbourhood
region, the governments of the Republic of
Albania and the Republic of Armenia, have
also become investors in the Fund.

These public investors have been joined
by international financial institutions and
development finance institutions, includ-
ing KAW Development Bank, International
Finance Corporation (IFC), Netherlands
Development Finance Company (FMO),
European Bank for Reconstruction and
Development (EBRD), European Invest-
ment Bank (EIB), and the Oesterreichische
Entwicklungsbank (Austrian Development
Bank, OeEB).

Finally, private investors, both with a com-
mercial orientation and social responsibili-
ty, also represent a significant share of the
funding base.
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TARGET REGION

BELARUS

UKRAINE

BOSNIA AND
HERZEGOVINA _
MOLDOVA AZERBAIJAN

ROMANIA
GEORGIA

SERBIA _ BULGARIA
MONTENEGRO ARMENIA

ALBANIA FYR\MACER

KOSOVO TURKEY

@ Target Region @ Regional EFSE contact points
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PARTNER LENDING INSTITUTIONS

TARGET FINANCIAL

INTERMEDIARIES

« Local commercial banks,

« Specialised microfinance banks,

« Microcredit organisations,

« Other non-bank financial institutions
(e.g. leasing companies), and

« Investment companies or funds with
a regional orientation.

The target partner lending institutions have

to either currently finance or be committed
to finance the target group and fulfil a set
of financial performance criteria.

FINANCIAL INSTRUMENTS FOR
PARTNER LENDING INSTITUTIONS
The Fund provides long-term funding to
partner lending institutions through a mix
of different instruments. These include:

+ Medium to long-term senior loans,

« Subordinated loans,

« Term deposits,

- Subscriptions to bond issues,

« Co-investments (syndicated loans),

« Stand-by letters of credit,

« Guarantees, and

« Equity and quasi-equity participations.

The Fund is able and willing to participate
in loan syndications of a broader investors
group if this adds value to the respective
partner lending institution.

“Established as a non-bank microfinance
institution in 1997, Alter Modus began its
microcredit program for small entrepre-

EFSE funding in particular has enabled us
to reach out to the smallest and poorest
business clientele in Montenegro, and
provide loans totalling EUR 9.3 million to
over 4,200 clients. They in turn have put
our microloans to good use in improving
and developing their micro businesses

neurs in Montenegro in 1999. This client
group had traditionally been considered
high-risk, with difficult and limited access
to financial resources. As of mid of 2013,
we have approved close to 69,000 loans throughout Montenegro. Approximately
with an aggregate value of over EUR 131 45% of our clients are women. The EFSE
funds were also instrumental in our efforts
to diversify our product range by providing

additional tailored loans to our clients in

million.

areas such as agriculture, for instance.”

Luka Burovi¢, Co-Director,
Alter Modus Ltd., Montenegro

n
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SUCCESS STORIES

“As a farmer, even with a larger business
like mine and with modern technologies, |
still have to adapt to nature’s rhythms, not
the other way round. I’'m glad to work with
Agricover because they understand that
fundamental truth.”

Maria Barbu, farmer,
Agricover Credit IFN, Romania

“We were about to start harvesting when
the old combine gave up the ghost,”
Maria continued. “The repair costs would
have been astronomical, and the combine
would never have been ready in time.

So we risked losing the whole crop. And
renting was no option, either: that would
have eaten up almost all the revenue and
still left us without a combine for the next
harvest.” When Maria met with a repre-
sentative of Agricover Credit IFN, a bank

Just over sixty years ago, in the small
town of Ada in northern Serbia, Kornel
Boldizar‘s grandparents had a dream.

What started with the idea of spinning
yarn from recycled textiles eventually grew
into a knitwear business, strong enough
to sustain one generation and inspire the
next, and the one after. In 2006, Kornel,
then 29, took over the business, commit-
ted to turning one shop and two obsolete
knitting machines into a fresh, modern

12
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specialised in agricultural lending, Maria
quickly saw that their expertise wasn’t
just advertising, and that they understood
farming.

Whilst a loan over RON 150,000 (ca. EUR
27,000) made the investment in a new
combine possible, Maria and the Agrico-
ver advisor negotiated a working capital
credit line to cover inputs, like diesel fuel
and fertiliser, for the next cycle.

streetwear brand. It would soon grow
faster than its ability to finance its own
growth. The 2011/2012 collection would
be the turning point, firmly establishing
KOOI-KNIT on the domestic market, but
also creating export opportunities. To keep
up the momentum meant boosting pro-
duction capacity, hence investing in new
equipment. Banca Intesa Beograd in Ser-
bia, an EFSE partner lending institution,
Kornel had already been working with for
many years, arranged a EUR 25,000 loan

NT

“| started out ten years ago with 8o
hectares,” said Maria, looking out over
the golden fields. “Today we have much
more land and we have a strong farming
operation. And the right financial partner
to stay in business and keep growing.

A great harvest doesn’t wait for all the
approvals from a banker’s office, especial-
ly not from one where ‘promptly’ means
a few months, not days. We work with
nature, so we follow her rhythm.”

“Banca Intesa came through for us to
secure the jobs we’d created, whilst
helping us to gain momentum, grow the
business, and prepare it for the future.
It's not just about the speed and flexibility
they support us with; it’s their ability to
understand the reality behind making a
dream come true.”

Kornel BoldiZar,
knitwear manufacturer,
Banca Intesa ad Beograd, Serbia

to purchase two state-of-the art knitting
machines from ltaly.

Today, KOOI-KNIT has two manufacturing
facilities to keep up with demand. Not to
mention three stores in Serbia’s largest
cities as well as distributors in Austria,
Germany, and Bosnia and Herzegovina. At
the time of the loan Kornel employed 50
people; he now expects to create around
20 more jobs. (www.kooi-knit.com)
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“I learned the ins and outs of baking dur-
ing the Soviet era. Even if | knew | had the
skills and the drive, to say that | was a bit
apprehensive about going to business on
my own is to put it mildly,” Patvakan
Khachatryan admitted.

That was in 2000, and nobody could have
imagined then, least of all Patvakan and
his son Armen, that the Vahan Khacha-
tryan and Friends bakery would become
the successful business it is today. At

the time, Patvakan had started out with
three old electric ovens, which were quite

“When you see an opportunity for starting
a business, it is even better when you
have a partner whom you can trust and
who trusts you to make it come true.
Working with ProCredit Bank has opened
my eyes to more possibilities, and togeth-
er we are taking the business a big step
further.”

Givi Shekiladze,
convenience store owner,
ProCredit Bank, Georgia

“I looked at the space and imagined the
convenience store that was still missing in
the neighbourhood,” Givi Shekiladze says,
flashing a grin at the memory.

In early 2010, Givi Shekiladze, went to see
the Lilo branch of ProCredit Bank Georgia —
in the Samgori district just to the southwest
of downtown Tbilisi — about financing his
expansion plans. At the time, he owned a
bakery that also came with parking spaces.
The latter was a definite plus with his

ACCESS-TOCREDIT?
ICING ON THE CAKE!

—

inefficient and costly to operate, eroding
his margins. But he just focused on what
he did best: bake. The fact customers not
only kept coming back, but were also tell-
ing others to stop by Vahan Khachatryan
and Friends for the finest bread and
pastries, was motivation enough for him
to work harder. Today, his son Armen has
a team of 11 bakers and 4 deliverymen to
keep the business humming along.

“I couldn’t have done it without Ararat-
bank. | was working with obsolete ovens
that made working conditions more

prs
4

/ADDING VALUE TO THE
NEIGHBOURHOOD

customers. It was already obvious that he
had an ideal location, as was the fact that
to sell only bread and biscuits was to not
realise the full business opportunity. What
the neighbourhood needed was a store
that also sold groceries and other everyday
necessities.

A simple loan request soon developed into

a partnership: Givi described his vision and
ProCredit Bank helped him to develop the
business plan to achieve it. The first step was

“Getting up long before the crack of dawn
isn't always easy. But when you are as lucky
as | am to see how years and years of hard
work pay off, you quickly forget the tough
times. Especially when you have a partner
like Araratbank at your side to steer clear
of obstacles and help keep you on course.”

Armen Khachatryan,
baker, Araratbank, Armenia

difficult than they had to be, and | dreaded
my electricity bill every month,” Armen
recalls. As a first step, Araratbank’s credit
officer went over the issues that plagued
the bakery and mapped out an investment
plan to modernise his production setup.
Two loans, totalling USD 57,000, went
towards the acquisition of gas-fired ovens,
which are much more energy-efficient.
“And the difference comes through in the
quality, too!”

to renovate the space, which meant scaling
down the bakery side of the business. Then
came investments in refrigerators for meat
and dairy products. Finally, Givi had to stock
up in goods — and open up for business.

The convenience store opened in November
2011 and is already proving a winner — and

a nearby property has just became available
that would be ideal for enlarging the parking
area.

13
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EFSE DEVELOPMENT FACILITY

The EFSE Development Facility (EFSE DF)
aims to strengthen the internal capaci-

ties of the European Fund for Southeast
Europe’s partner lending institutions to
increase the outreach to the final target
group, i.e. micro and small enterprises and
low-income private households.

INSTRUMENTS

Individual Technical Assistance

The EFSE DF supports PLIs in enhancing
their ability to efficiently and effectively
serve micro and small enterprises (MSEs)
and low-income households in a
sustainable manner.

Sector Technical Assistance

The EFSE DF works with sector bodies

in supporting transformational processes
within the financial sector to improve the
financial infrastructure. Sector bodies
include central banks, microfinance and
banking associations, and debt advice
centres.

Applied Research

The EFSE DF sponsors applied research to
identify and address institutional as well as
sector needs and challenges.

14

THE EFSE DF'S APPROACH

In addition to responding to partner
lending institution demand, the European
Fund for Southeast Europe proactively
identifies the technical assistance or ca-
pacity building needs of its partner lending
institutions. In this way, the EFSE and the
EFSE DF seek to establish long-term part-
nerships with partner lending institutions.

Focused, high-impact support

Technical assistance focuses on key areas
or processes in the partner lending insti-
tutions. To ensure impact, a combination
of dedicated consulting services, training
and on-the job coaching is provided. To
allow institutions to absorb and implement
training and consulting input, technical
assistance is structured in short-term,
intensive intervals.

Consultant selection

Consultants or trainers for implementation
are carefully selected jointly by the EFSE
DF and the partner lending institutions.
The EFSE DF also draws on local expertise,
supporting the development of local know-
how.

Cost sharing

Technical assistance is provided on a cost
sharing basis, strengthening a sense of
ownership on the part of partner lending
institutions.
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FUNDING MECHANISM

The EFSE DF relies on two funding sources

to sponsor its activities:

1. Direct grant contributions from public
and private donors, which are either
earmarked for specific activities or
provided to the EFSE DF as a whole.

2. An annual share of the Fund’s income
as decided by the EFSE Board of
Directors.

Contributions are held in a separate trust,
ensuring independence between invest-
ment activities and technical assistance.
For private donors, the EFSE DF will facili-
tate the issuance of donation receipts.
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PROMOTING RESPONSIBLE FINANCE

The EFSE is committed to promoting
responsible financing in a very practical,
hands-on-manner. This commitment stems
from the Fund’s social mission to improve
access to credit for less privileged popula-
tion groups. Furthermore, stable and trans-
parent financial markets are the foundation
to the EFSE business model and crucial to
the Fund‘s long-term investment horizon.
The key dimensions of Responsible Finance
as fostered by the EFSE:

END-BORROWERS

Promoting financial literacy

The EFSE aims to enhance the level of
understanding of financial terms and
concepts among its end-borrowers. The
objective is to help clients make well-
informed decisions regarding the financial
services they need and the obligations they
undertake.

Preventing over-indebtedness

The Fund aims to raise awareness of the
consequences of over-indebtedness among
end-borrowers through public campaigns,
by working on industry codes of conduct

to limit the debt burden to single client
households and by supporting the set-up of
debt advice centers.

PARTNER LENDING INSTITUTIONS
Responsible Finance assessment of partner
lending institutions

In addition to assessing the financial
strength of every partner lending institu-
tion, the EFSE also examines the scope and
quality of corporate values and business
practices employed by its partners. The
Responsible Finance assessment covers
the following areas: environmental, social
and governance aspects, responsible
business model and impact for develop-
ment (ESGRID).

Promoting sound social and environmental
management systems

The EFSE promotes the implementation of
sound social and environmental policies
and management systems in partner
lending institutions. For instance, as a
minimum standard, the Fund requires each
partner lending institution to refrain from
financing activities listed in a social and
environmental exclusion list.

FINANCIAL SECTOR

Promoting responsible financial
instruments

The EFSE aims to provide long-term
funding in a manner that is conducive to
developing local financial markets. The
Fund, for example, provides local currency
financing wherever possible.

Raising awareness of Responsible Finance
With the aim to sensitise the public in the
target regions to the issues of Responsible
Finance, the EFSE organises joint seminars
and conferences with KfW and central
banks in the regions.

Active support of the SMART Campaign
and other industry initiatives

The Fund was among the first signatories
of the SMART Campaign (www.smart-
campaign.com), a joint initiative of CGAP
and ACCION International, to promote
consumer protection in the microfinance
industry.

FUND AND INVESTORS

Transparency of information

The Fund is committed to maximum
transparency of its operations. In addition,
to the official reports submitted to the
Luxembourg Supervisory Agency for the
Investment Fund Industry (CSSF), the Fund
publishes quarterly data on its investment
portfolio, financial and development
performance (available on the Fund’s own
website (www.efse.lu) as well as on microfi-
nance information platforms).

Regular social performance monitoring
On a quarterly basis, the EFSE monitors
the proper use of the funds by the Fund’s
partner lending institutions to the end-
borrowers, i.e. through the collection and
analysis of a comprehensive set of subloan
data.

15
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Disclaimer

The Fund is a specialised investment fund governed by Luxembourg law and is reserved for institutional, professional or other well-informed investors as defined by
Luxembourg law. The adequacy or accuracy of the issue document or the assets held in the Fund have however not been approved or disapproved by any authority. The
information given herein constitutes neither an offer nor a solicitation of any action based on it, not does it constitute a commitment of the Fund to offer its shares to
any investor. No guarantee is given or intended 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, which is obtainable free of charge from Oppenheim Asset Management Services S.a r.l., 2, Boulevard Konrad
Adenauer, 1115 Luxembourg.

Shares or Notes of the Fund are not for distribution 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 would be prohibited by applicable law. All forward-looking statements have been compiled on a best efforts basis, taking into account multiple
variables, which may be subject to change, including, without limitation, exchange rates, general developments in banking markets and regulations, interest rate bench-
marks, and others. Actual developments could differ from the expectations expressed in forward-looking statements. Past performance is not a reliable indicator of future
results. Prices of shares and the income from them may fall or rise, and investors may not get back the amount originally invested. The Fund is under no obligation to
update or alter its forward-looking statements whether as a result of new information, future events, or otherwise.

© European Fund for Southeast Europe (EFSE) 2016. 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 and must acknowledge the source.

Investors must not rely on LuxFLAG or the LuxFLAG Label with regard to investor protection issues, and LuxFLAG cannot incur any liability related to financial performance
or default of the Fund. The LuxFlag label is now valid until 31 March 2017.
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