Finance for Development
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THE WORLD ECONOMIC PYRAMID

Population Crowth Purchasing power

(min) parity (US §)
800 low 515,000
EMO [ MoDie 1,500 medium  1500-15,000
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BOTTOM OF PYRAMID 4,000 high <1,500
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O Global
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e Credit Risk e Legal Risk
— defaults — potential transfer of
— payment liability from
rescheduling borrower to lender
e Systemic Risk * Funding Risk
— sector-wide — access to capital
practices (e.g. FMO)
— market devaluation — cost of funds
* Security Risk « Reputational Risk
— defunct / devalued — national
collateral

— international
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Do not comply with national legislation: ‘

Are eco-inefficient:

Do not comply with emerging
customer demands

Can be a target of NGO campaigns

-
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FMO

problems with licences

relatively high costs

decrease of market share

Impact on reputation
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Financial Institutions start evaluating their
(large industrial) clients against environmental

and soclal benchmarks

For instance: banks voluntary apply IFC

Performance Standards — Equator Principles

... or become an UNEP FlI signatory!
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Direct Investments in
Companies / Projects

* Policy & Management System

e Capacity

« Compliance with international
benchmarks

IFC Performance Standards +
Sectoral Guidelines

FMO

 Financial Institution Clients

Policies
FI portfolio management

Different approaches for Fls,
Funds and MFIs

Training + follow-up
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It all starts with: awareness raising




ldentify the risks (all 5)



Sector table with main risks per sector
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.. when the Client s ... Al | A2 |A3 |S1 [S2 |S3 |S4 |S5 |S6 |P1 [P2 [P3 |P4 |P5 |P6 |P7 |P8 |P9 (P10 |P11 [P12 |P13 |P14 |P15
... Using (a) machine(s) E] [HeS] X X X X1 X X X[ X [X
.. using chemicals/paint/solvents/
lubricants/pesticides/fertilizers [H&S] X X X X XXX |X .
... employing children 0] XIX I XX [X |X X X X X X
... working in bad conditions Hes] (U X XIX|X[X |X |X XIX [ XX [X |X
... disposing of organic / production /
chemical waste [E] [H&S] X | X X X X XXX X
... causing emissions to air E] [Hes] X X| X [X X X
... polluting water E] [HeS] XTI X[X|X[X XX X
... processing food [H&S] X | X X
.. Clearing forest for land cultivation ] X | X X X
.. extracting clay or minerals E X X X
... catching fish
... keeping animals [H&S] X
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Recovery &
onitorige
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