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Helping People Help The

In countries across the globe, people
spend hours waiting to access water
from communal taps. USAID/India is
using two bond guarantees to mobill
lize over $29 million for water
infrastructure improvements in the
states of Karnataka and Tamil Nadu.
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Pak Ichsan is a merchant in Banda
Aceh, Indonesia. Ten Days after the
tsunami, Mr. Ichsan reopened his
women’s clothing store in the
Lambaro market, outside of Banda
Aceh. He replenished his inventory
with a USAID-guaranteed loan.

An advertisement for a new student
loan product states, “Now, | don’t
have an excuse to fill this space.” By
partnering with a private bank and
international universities, USAID/
Panama is making $5 million available
for tuition financing.

Victor Hugo Reyes Navas of
Ecuador received his most recent
loan of $5,000 to purchase a
generator. This is significantly higher
than his first loan in 2003 for
$1,000. With the new generator,
Navas produces 125 more liters of
milk per day.
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One of the owners of Atsede and
Negash Agro Industry, a cattle com[]
pany in Ethiopia, stands next to his
cattle pen. The enterprise received a
three year loan for 700,000 Birr
($84,391) to make new capital in[]
vestments and alleviate some of their
working capital needs.

In Odessa Natalia Berezhna of

USAID/Ukraine discusses Vitaly

Bilan’s first loan experience. Bilan bor[]
rowed 75,000 UAH ($14,205) to

increase production volume by 30

percent, create new seasonal jobs,

and establish a credit history. Bilan

plans to apply for a second loan to

expand cereal and vegetable producl]
tion.

Benefits of a Guarantee

USAID’S Development Credit
Authority (DCA) utilizes partial
credit guarantees as a powerful
catalyst to mobilize private sector
capital for sectors otherwise
underserved by financial markets.

Credit guarantees can have a signifill

cant development impact when a

specific institution or group of borl[]

rowers is unable to obtain a loan
from a bank. This may be for many
reasons, such as perceived risk of
the borrower sector or inadequate
collateral. Guarantees have several
benefits, including:

Promote private sector invest-
ment - Banks in developing
countries accept deposits then in[]
vest that money in government
securities instead of lending it to the
public for productive purposes.
USAID offers partial credit guaran[]
tees to encourage financial
institutions to lend that capital
where financing is unavailable or in[]
accessible. The reduced credit risk
provided by a guarantee can motill
vate lenders to improve existing
loan terms, create new loans or lend
to new markets or areas.

Build lending capacities - Since
guaranteed lenders bear 50% or
more of the risk on each loan, they
have a financial incentive to screen
borrowers, evaluate the risk and
monitor each loan. These actions

build a bank’s capacity to lend into
new markets, making credit available
to under-served, but creditworthy
borrowers.

Encourage sustainability - The
combination of USAID training,
technical assistance,and partial guar[]
antees has introduced private
financial institutions to new and
profitable lending opportunities. As
lenders gain experience investing in
traditionally underrepresented sec[]
tors, they become comfortable,
continuing to provide their services
without further need for a guaran[]
tee.

Foster Competition - As bor[]
rowers supported with the
guarantee repay loans, the lender
makes a profit and demonstrates to
its competitors that lending to the
target sector is profitable. As com[]
petitors witness the profitability of
the sector, it is more likely that they
will also enter the market without
the guarantee, thus fostering com[]
petition within the sector and
improving loan terms for borrow[l
ers.

Maximize US Government
funding - By using credit from pril]
vate sources to finance local
development, credit guarantees le[]
verage on average $25 in loans for

every $| expended by USAID.
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Types of DCA Credit Guarantees

USAID offers four core types of

credit guarantees. While each struc[]
ture achieves slightly different

objectives, all the guarantees share

similar fundamentals:

DCA guarantees are legally binding
commitments backed by the full
faith of the United States Govern[l]
ment to share in up to 50% percent
of a private lender’s realized losses.

USAID’s guarantee cannot crowd
out the private sector and must
demonstrate additionality or add
value to available credit products.

DCA guarantees can be extended
in either local currency or hard
currency.

The borrower cannot be a sover-
eign entity but can be a
sub-sovereign entity.

The structure of the guarantee can
be adjusted in a variety of ways to
best fit the developmental purpose
and local environment in the foll]
lowing ways:

Term of the Guarantee
Guarantee Percentage
Term of the Sub-Loans
Currency of the loan/bond
Repayment Schedule
Disbursement

USAID’s guarantees cover all risks
of repayment associated with the
credit. vately owned.
DCA guarantees help mitigate a mar[]

ket imperfection. ceiling.

The lender must be majority pril]

Risk Sharing Basis
Level of Fees
Condition Precedents

USAID guarantees have a US dollar

USAID 50% Loan
Portfolio Guarantee
Identified
Lender

All
borrowers
within
identified
sector

A Loan portfolio guarantees (LPG) involves one
lending institution and multiple borrowers that are part
of a borrower group specified by USAID. The purpose
of an LPG is to encourage a lender to extend credit to
areas that are underserved by financial institutions.

USAID 50% Bond
Guarantee
Bonds .
—_— = —— Institution
Investors .
» Issuing Bonds
Funds

A Bond guarantee (BG) insures investors in corpo-
rate and/or sub-sovereign bonds of both recovery and
repayment. The guarantee often enables the issuer to
obtain a higher credit rating, and thus, access less ex-
pensive and longer term financing.

USAID 50% Loan
Guarantee
Repayment
Identified ¢ === =====<= Identified
Lender Borrower
Loan

A loan guarantee (LG) involves one transaction be[]
tween an identified lender and borrower. The lender is
unwilling to extend the loan without the risk-sharing
guarantee. USAID supports the borrower because the
credit is for an activity that has a developmental impact.

USAID 50% Loan
Guarantee
Repayment
Identified === === ==== Unidentified
Borrower |« Lender
Loan

A portable guarantee (PG) is similar to a loan guar-
antee except the lender is not identified. USAID
provides a commitment letter to the borrower, which
allows the borrower to shop around for the best loan
terms. Once the lender is identified and agrees to the
terms of the guarantee, the letter becomes a loan
guarantee.

USAID Portable
Commitment
Letter
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DCA and Microfinance in 2006

The value of microfinance as a tool
for poverty reduction caught the
world’s attention when Muhammad
Yunus’ won the 2006 Nobel Peace
Prize for founding Grammeen Bank.
USAID has been and continues to
be a champion for the development
and commercialization of
microfinance services. One way
USAID supports microfinance is by
tailoring DCA guarantees to specific

needs.

For example, USAID can provide a
partial guarantee on the new por-
tion of a microfinance institution’s
(MFI) portfolio to encourage new
product development and/or ex[]
pansion under-served
segments of the market. The DCA
enables the MFI to take measured
risks in innovation that otherwise

into

would not have been pursued.
DCAs can also facilitate the com[l
mercialization of MFIs by helping
them gain access to capital through
a private loan or bond issuance. By
supporting MFls as a borrower un[l

der the DCA, USAID increases the
capital available to microenterprises,
reduces the potential for donor de[]
pendence, and demonstrates the
investment worthiness of MFls.

Deutsche Bank and USAID worked

together to structure a 20% bond

guarantee to raise $25 million in

mezzanine financing for the creation

of the Global Commercial

Microfinance Consortium. The

Consortium will raise $75 million in

total and leverage an additional $25

million from local banks. The Conl]
sortium will partner with local

financial institutions to make loans

to MFIs by financing 30% - 80% of

the loan. By collaborating with local

banks, the Consortium will demon[]
strate the profitability of

microfinance as a borrowing class

to commercial, corporate, and insti[]
tutional investors and develop

indigenous financial systems that

support the poor.

In Georgia, USAID provided

In Africa female entrepreneurs, the ultimate beneficiaries of a credit guarantee, meet on a
regular basis at their local microfinance institution to discuss their success and new potential.

Constanta Foundation, an MFI

with $18milion in assets in June

2006, a portable 50% guarantee.

The seven-year DCA for $1.5

million enables Constanta Founl]
dation to shop around for longer

term funding at an attractive rate.

Constant Foundation will pass the

benefits of more favorable financl]
ing terms to its clients. Services

to micro and small enterprises will

include group loans without coll]
lateral requirements, individual

loans with collateral requirements,

and micro-insurance products.

More than 1,200 Georgian micro

entrepreneurs will obtain formal

financing at affordable rates to

start new enterprises or expand

their current businesses.

As the field of microfinance deepl]
ens, USAID continues to be a
champion for the innovation and
sustainability of MFls. USAID’s use
of DCA reflects these evolving
needs.
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Regional Highlights

AFRICA

Two Ways to Housing

USAID/Zambia promoted housing
construction by providing a $12.0
million guarantee for the Lilayi Hous[]
ing and Community Economic
Development Project. This $65 mil[]
lion project will build over 5,000
units of housing and community in[]
frastructure in Lusaka.

USAID coupled the DCA guaran-
tee with technical assistance to help
local authorities provide deeds and
title registration to eligible house-
holds. The guaranteed mortgages
partially finance the first phase of
construction. Other donors and

development finance agencies are
also supporting the low-cost hous[]
ing construction project.

In Nigeria, housing construction is

already well underway. Therefore,

USAID/Nigeria signed a $10 million

loan portfolio guarantee with Zel[l
nith Bank to provide long-term

mortgages (~10 years). With ac[l
cess to longer-term financing more

Nigerians can afford to become first

time homeowners. The guarantee

targets primary residences in the

cities of Abuja, Lagos, Port Harcourt,

and Kano.

The US Ambassador to Nigeria and Zenith Bank partners at the launch of Zenith Bank’s new

mortgage finance product (above).

I A model home for the Lilayi Housing Project in Zambia is pictured above.
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I Rwandan coffee processors access credit
for the purchase of new machinery.

Then and Now

DCA guarantees demonstrate the

financial viability of targeted busil]
nesses by risk sharing with private

lenders. In Rwanda, USAID dell
signed a $2 million guarantee for

lending to export-oriented

agribusinesses. The bank partner

disbursed all $2 million in less than

two years and immediately rel]
quested a follow-on guarantee.

Responding to this request, USAID
designed a follow-on guarantee of
$5.1 million for two banks. The
bank that utilized the first guarantee
received a reduced coverage of 30%,
and the new bank partner received
a 40% guarantee. By incrementally
increasing the amount of risk the
bank assumes, USAID/Rwanda en[]
courages sustainable lending
practices.
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From Beginning to End

In the 1990s, the Government of

South Africa racially integrated its

municipalities through consolidation

of wealthy white municipalities and

lower income black communities.

The newly formed municipalities

had a diminished credit rating, leav[]
ing institutional investors with

below investment grade bonds.

In 1999, USAID/South Africa and
the Infrastructure Finance Corpoll
ration of South Africa (INCA)
designed a portable guarantee to
establish a new subsidiary, NEWCO.
Two years later, INCA received a
$10 million loan from Investec at
favorable terms, backed by a USAID
50% guarantee. With the $10 mill]

lion in capital, NEWCO purchased
below investment-grade municipal
securities at a discount and rehabilil]
tated the municipalities with the aid
of private and public organizations.
After the targeted municipalities are
stronger credit risks, NEWCO sells
the upgraded municipal security
above NEWCO’s purchase price.

NEWCO'’s innovative approach

helped numerous poor municipalil]
ties obtain greater access to

financing for vital infrastructure in[]
vestment. The DCA guarantee

expired in September 2006 with[]
out any defaults.

In South Africa, more people have access to potable water due to increased investment
in infrastructure spurred by USAID partial credit guarantees.
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Regional Highlights

ASIA AND
NEAR EAST

In the Wake of the Tsunami

In the aftermath of disaster, hope
and perseverance motivate people
to have faith in a new beginning, but
this does not give them the financial
resources to start over. ~ ANt
money provides initial relief for ball
sic necessities; however, it is an
unsustainable funding source for
rebuilding the future. Credit guar[]
antees leverage local private capital,
thus encouraging local institutions
to invest in their own country’s
post-disaster reconstruction. Pri[]
vate financing not only provides
people with working capital and
capital investment to rebuild, it is
also a sustainable source of financ[]

ing.

The Indian Ocean Tsunami of 2004
was one of the worst natural disas[]
ters of our time, devastating millions

of lives. USAID/Indonesia reld

divsn -ooyd

sponded to it quickly by mobilizing
$16.4 million through a DCA guarl]
antee in local currency microcredit.
Within one year, over $8 million in
private financing was invested in tsu[]
nami reconstruction.

USAID/Sri Lanka supported the

creation of a lease portfolio DCA

guarantee with a financial leasing

company, Lank Orix Leasing Com[]
pany (LOLC). The guarantee

mobilizes $3 million in local curd
rency for approximately 150 leases

for equipment, such as tractors and

transportation vehicles. USAID/Sri

Lanka’s innovative use of DCA to

mobilize leases enables LOLC to

reach down market to those in

need of financing who may not be

able to afford LOLC’s standard

down payment requirements and

to offer longer-term leases.

Photo: USA D/Jennifer Dostert
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Some of the hundreds of
vehicles that are available to
Sri Lankans under longer
term leases.

Six PGs, $15 Million Raised

Between 2002 and 2003, USAID/
Morocco signed portable guaran[l]
tees with six microfinance
institutions (MFIs), enabling them to
access $15 million in local currency
financing from private banks. The
MFls obtained loans at five-year
terms from four different banks,
which they used to develop new
micro-credit products. The entre[l

preneur pictured accessed a micro-
credit to expand his business.

USAID demonstrated the
bankability of microfinance as an in[]
dustry in Morocco. One of the MFls
continues to access credit from the
bank without another DCA
guarantee.
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Egyptian Water

Water is essential to life, yet mill]
lions of people all over the world

lack access to potable water. InDJ

creasing access to water is a

complicated development goal be[]
cause it is a multi-sectoral issue

that brings together stakeholders

with competing priorities. USAID/

Egypt utilized a $40 million DCA

guarantee to facilitate credit to wall
ter utilities’ private service

contractors for expansion and

provision of water services.

In July 2006, the bank extended

its first loan under the USAID

guarantee for $1.3 million to a pril]
vate enterprise contracted by a

water utility.

Commercial
International Bank

USAID 1 Egyptian W ater
Loan‘ wensne] LOANS] & W astewater
Portfolio 1 Utilities
A

Guarantee

Private Service | Contrat |

Contractors O -
Utility identifies
type of service or
areathat the utility
can not efficiently
serve

SQupplies
service

Households in
Utility’s District

This loan refinances the construc[l
tion of a potable water plant in
Nabq Bay in Sharm EL Shiekh, pro[]
viding better loan terms and

making water service more afford[]

able for households. A second loan

is in the pipeline to finance equip[]

ment upgrades to the water
USAID/Egypt’s
guarantee not only provides water

treatment plant.

access to underserved households,

but also helps to ensure the finan[]

cial sustainability of the utility.

Photo: USA D

Increasing Indian Innovation

Unplanned urbanization in India is
one of the greatest development
challenges. In cities with populall
tions of one million or more,
roughly 30% of residents live in
slum settlements. In the largest cit[]
ies such as Mumbai, New Delhi, and
Kolkata, an estimated 60% of the

population are slum dwellers.

The Government of India is ad[]
dressing this housing shortfall
exacerbated by continued urban[l]
ization through “priority sector”
lending rules. However, directed
“priority sector” lending has not
adequately improved shelter opl]
tions for the urban poor. USAID/
India supports slum dwellers im[]
prove their living conditions by
reducing the barriers to shelter fill
nance through technical assistance

and a DCA guarantee.

In 2006, USAID/India worked with
ICICI Bank and the Society for the
Promotion of Area Resource Cenl]
(SPARC)
redevelopment project. As a result
of this collaboration, USAID/India
provided a $5.5 million local curl]

ters on a slum

rency loan guarantee. This enabled
ICICI Bank to provide a three-year
bridge loan to SPARC, an Indian
NGO working on housing and in[]
frastructure development for the
SPARC is using the
bridge financing to complete the

urban poor.

Ohiswara Il slum redevelopment
project in Mumbai. The financing
behind Oshiwara Il contains several
credit enhancements such as an es[]
crow account, bridge funds,
deposits, and a USAID credit guarl]
antee. The entire project will
generate 2,470 residential units and
provide housing for more than

10,000 slum dwellers.

This Indian couple proudly display
their new home water connection and
their first water bill, one result of
USAID/India’s bond guarantee.
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Regional Highlights

EUROPE AND
EURASIA

USAID/Kosovo’s Synergy: TA and DCA

Kosovo’s first DCA guarantee is a
classic example of using technical
assistance and a DCA guarantee to
support US foreign assistance goals.

USAID/Kosovo provided technical
assistance to suppliers, processors,
producers, and distributors in dairy,
livestock, poultry, lamb, fruits, and
animal feed clusters. It focused on
assisting unregistered farmers, who
have supply agreements with proll
cessors, obtain ﬁnancing.

With support from technical assis[]
tance providers, farmers negotiate
contracts with processors and then
apply for a loan using the contract
as collateral. Because the bank has a

DCA guarantee, it is willing to lend
against the purchase contract to
farmers, who have no credit history.
In addition to lending against a purl]
chase contract, the bank is also
willing to extend loan terms. This is
important for farmers because most
banks were unwilling to lend for
longer than 24-months. In Kosovo
80% of all loans mature within two
years.

In coupling technical assistance pro[l
grams and credit guarantees, USAID
maximizes synergies by reinforcing
the importance of new business
development skills with the prom[]
ise and delivery of improved access
to financing.

Under a DCA guarantee, Mera Glass Ltd. received a five-year loan for 900,000
Euros to purchase a state-of-the-art production machine. Four of their 250
employees in Sliven, Bulgaria are pictured refurbishing a glass making oven.
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GE Buys a
USAID Success

Romanian-American Enterprise

Fund (RAEF) approached

USAID/Romania to assist

Domenia in attracting long-term

commercial investment to build

its capital base. With a DCA guar

antee, an Austrian bank extended

a $7 million ten-year loan to

Domenia through RAEF in June

2003. Domenia used the loan

proceeds to extend 290 mort[]
gages, many to first time home

buyers. In doing so, Domenia es[]
tablished itself as a premier

mortgage specialist.

In May, 2006, GE Money, the glo[]
bal consumer lending unit of
General Electric Company (GE),
formally announced its plans to
acquire RAEF’s majority stakes in
four of its financial services com[]
panies including Domenia. GE
Money’s senior management saw
this as an opportunity to expand
its operations in a rapidly grow[]
ing consumer finance market and
establish a “platform for growth
in Romania” The buyout by GE
Money is a landmark transaction
for RAEF, whose mission is to
catalyze local and foreign invest[]
ment in Romania.




Ramcopharm, a supplement and
vitamin processor, is one of many
small enterprises benefiting from
USAID/Bulgaria’s loan portfolio
guarantees. In 2006,
Ramcopharm borrowed to purl]
chase new machinery, resulting
in expanded production capac[]
ity and employment generation.

Bosnia’s Bounty

The 2005 World Economic Foll
rum: Growth Competitiveness
Report cited access to financing
as one of the top five constraints
to doing business in Bosnia and
Herzegovina. With nascent finan[J
cial and capital markets, domestic
lending is the most important for-
mal source of financing for small
and medium enterprises (SME).

USAID/Bosnia and Herzegovina
responded to the limited availabil (]
ity of financing by designing a $16
million local currency DCA guar[]
antee for SMEs. This guarantee is
one of the largest USAID guaran[]
tees extended in the past five
years in the region. It encourages
longer loan terms and assumes an
average maturity of five years.

Photo: USAID/Sandra Goshgarian

Largest Georgian Bond Issued

A recent survey of commercial
banks in Georgia revealed that there
is a $100 - $200 million deficit for
SME financing. This deficit is a result
of banks’ misperception about the
SME risk, limited availability of capill
tal, and a mismatch between desired
loan maturities and banks’ short-
term capital from deposits. To
address these barriers, USAID/
Caucasus provided a bond guaran[l
tee to TBC Bank to access cheaper,
longer-term funding.

Unlike most DCA guarantees, this
was a 20% guarantee rather than
50%, resulting in a greater leverage

of USAID/Caucasus’ funds, 33:1.
The bond will raise $13 million
through an international placement
and will enable TBC Bank to match
long-term lending to its long-term
bond proceeds. TBC Bank will make
over 260 loans to SMEs.

Before this bond issuance, Georgian
Banks had access to long-term funds
only through equity investments
and donor grants. The DCA guarl]
antee is TBC Bank'’s first step toward
having sustainable access to long-
term financing through the capital
markets.

Cascading Credit through the Capital Market

Cheers! Garegin Gevorkian, Jonathan
Stark, Anthony Godfrey, Tigran
Sarkisyan, and Donald Hart at the
Issuance of Cascade Credit’s USAID
guaranteed notes.

USAID CREDIT GUARANTEES - YEAR IN REVIEVV 2006
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Cascade Credit CJSC, a newly
formed Armenian non-bank finan[]
cial institution, issued the initial
tranche of discounted notes valued
at the Armenian Dram equivalent of
about $387,597. This issue was
made possible through a bond guar[]
antee provided by USAID/Armenia.
The DCA guarantee covers the is[]
suance by Cascade Credit of $12
million in commercial paper over
three years.

The bond proceeds will be lent to
Armenian businesses engaged in the
production of exports. These busill
nesses have difficulty accessing
working capital financing due to lo[]
cal banks’ restrictive lending
practices. The bond, which is the
first issuance of commercial paper
in Armenia, will also spur the devel[]
opment of a local capital market.




Regional Highlights

LATIN AMERICA AND
THE CARIBBEAN

Multi-Muni Development

Number of Guarantees

The Growth of Competitive

Guarantees

1999-2003 2004 - 2005 2006
Fiscal Year(s)

In 2006, USAID/Honduras used a
loan portfolio guarantee to mobilize
commercial financing for small mul]
nicipalities to fund their
infrastructure needs. This guaran[l]
tee utilizes a  multi-bank
arrangement to work with two lo[]
cal banks, BAMER and BANHCAFE.
The guarantee will cover 50% of a
$4 million portfolio. Initially, BAMER
will disburse up to $2 million to sel]
lected municipalities, while
BANHCAFE will disburse $1 millJ
lion. The banks will utilize the
remaining $1 million as needed. The
facility guarantees local currency
lending and has a 7-year term.

Currently, Honduran banks do not
provide municipal loans that are
larger than the national government
tax transfers to the municipalities.
The guarantee’s design will promote

Yuscaran, Honduras is a pol]
tential borrower under the

2006 DCA guarantee. The

municipality of Yuscaran, with

technical assistance funded

by USAID/Honduras, identil]
fied community priorities that

they would undertake if they

could access financing.

Priority projects include the

construction of a vocational

school and improved

infrastructure to attract

more tourists.

loans that are larger than these trans-
fers so that municipalities can better
leverage their resources and have
access to long-term credit. It will
also help them establish long-term
relationships with commercial
banks.

In addition to enabling small munici-
palities to access long-term loans in
the future, the guarantee will lever-
age current USAID-funded
technical assistance to small munici-
palities. This assistance focuses on
strengthening municipal administra-
tion and improving revenue
collection. Assistance also includes
addressing municipal service man-
agement to increase coverage and
working with civil society in pro-
moting a more democratic
participation in local government
decision-making processes.

USAID CREDIT GUARANTEES - YEAR IN REVIEW 2006
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Financing Private Health

Technical assistance augmented with
a DCA guarantee is a powerful com[]
bination. USAID/Nicaragua
supported improved health care
services for the 12% of the populall
tion that rely on government Social
Security by coupling a DCA guaran[]
tee and targeted technical assistance.
The $5 million local currency guar-
antee mobilizes longer term
financing for equipment and tech-
nology upgrades for private health
clinics that service Social Security
beneficiaries.

USAID/Nicaragua provided technill
cal assistance to the:

m  Private health care providers in
accounting, business planning, and
financial management;

m  Financial institutions in the busi-
ness fundamentals of private health
clinics; and

m  Social Security Institute to im-
prove its ability to evaluate the

Alternative
Development

The Governments of Peru and the
United States collaborate to elimil]
nate the cultivation and trafficking
of illegal coca. One way in which to
reduce production is to encourage
viable alternative livelihoods.
USAID/Peru employed a guarantee
to mobilize up to $10 million in prill
vate financing for agribusinesses in
closed value chains. The guarantee
encourages private financial institul]
tions to increase lending in regions
that have historically been domill
nated by illegal coca production.

Photo: USA D/Chris Ray

quality of commercial health care
providers.

The technical assistance bridged the

knowledge gap between the three

parties. This combined with the

DCA guarantee resulted in a sus[]
tainable source of private financing

for health care providers and ulti-

mately improved service quality for

patients.

In addition to targeted technical as-
sistance, USAID mobilized credit in
the health sector by structuring an
innovative guarantee, where two
private financial institutions com[]
pete for usage of the facility. This
structure provides an incentive for
participating financial institutions to
utilize the guarantee rapidly.

In less than 24 months, one bank
has already lent $2.6 million to
health clinics under the DCA guarl]
antee and an additional $1.1 million
in the health sector without the
guarantee. The bank will continue

One beneficiary of USAID/Peru’s
guarantee and technical assistance
is Barrenzuela Heredia Jose Santos.
Santos is a farmer, who obtained his
first loan with support from the

Photo: USAID

A patient at the Profamilia Health Center in
Nicaragua. Profamilia is a beneficiary of
USAID/Nicaragua’s DCA guarantee and
technical assistance.

expanding credit in the sector as
health clinics demonstrate their
creditworthiness. USAID anticill
pates that other financial institutions
will follow once the profitability of
the sector is demonstrated, result[]
ing in a sustainable source of
financing for health clinics, improved
services for patients, and ultimately
greater competition and better loan
terms.

guarantee. By establishing his cred[]
itworthiness, Santos continues to

secure working capital loans for

corn and lime cultivation without

the guarantee.
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DCA Portfolio to Date:

Whether the country is rebuilding
or transforming, USAID’s DCA
guarantee is a valuable tool to un[J
lock private capital in developing
countries worldwide. Since late
1998, USAID has employed the
DCA partial credit guarantee to en[]
gage private financial institutions to
invest in productive activities, rather
than take their liquidity offshore or
place it in government securities. To
date over $1 billion in financing has

been made available in a myriad of

underserved sectors in over 40

nations.

DCA guarantees address market
imperfections, and thus, do not
compete or crowd out private fill
USAID

guarantees to demonstrate the ecol]

nancing. structures
nomic and financial viability of
targeted under-served sectors and/
or to introduce new market instrul]

ments and terms.

1999 - 2006

Loans vary in size and length, rang-
ing from short-term working capital
to microenterprises to long-term fi[]
nancing for capital investments by
municipalities. USAID also supports
bond issuances and other types of
structured finance with DCA guar-
antees. While the types and
purposes of DCA guarantees are
varied, all the guarantees share one
common goal: to facilitate access to
credit for people to have more pro-

ductive and healthy lives.

DCA Portfolio to Date (1999 - 2006) *

Amount Guaranteed
Cost to USAID

Number of Guarantees
Total Credit Made Available

159
$1,004,242,305
$426,205,553
$39,930,287

Africa

Global

Total Credit Made Available by Region:

Asia and the Near East
Europe and Eurasia

Latin America and the Caribbean

$225,580,558
$211,574,260
$281,922,487
$200,165,000

$85,000,000

1 Portfolio is composed of expired and active guarantees.
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DCA Cumulative Credit Made Available

$

$

Amount of Credit Made
Available (USD Millions)
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DCA Guarantee Activity in 2006

Guaranteed
Amount

$8,000,000

Country

Bosnia
Georgia
Georgia
Global
Guatemala
Honduras
India
Kenya
Kenya
Kosovo
Mozambique
Nigeria
Nigeria
Rwanda
Rwanda

Sri Lanka
Zambia

Zambia

Sector

SME
Microfinance
SME
Microfinance
SME
Infrastructure
Infrastructure
SME

SME
Agriculture
Agriculture
SME

Housing
Agriculture
Agriculture
SME

Housing

SME

Type

LPG

PG

BG

BG

LPG

LPG

LG

LPG

LPG

LPG

LPG

LPG

LPG

LPG

LPG

LPG

LG

LPG

TOTALS:

750,000
2,600,000
5,000,000

10,050,000
2,000,000
1,500,000
3,950,000
2,500,000
5,000,000
2,000,000
2,500,000
5,000,000

720,000
1,080,000
1,500,000
2,500,000

6,000,000

$62,650,000

USAID CREDIT GUARANTEES - YEAR IN REVIEW 2006

Credit Made
Available

$16,000,000
1,500,000
13,000,000
25,000,000
20,100,000
4,000,000
5,750,000
7,900,000
5,000,000
10,000,000
4,000,000
5,000,000
10,000,000
2,400,000
2,700,000
3,000,000
11,900,000

12,000,000

$159,250,000




Countries with DCA Credit Guarantees:
1999 -2006

U.S. Agency for International Development
Office of Development Credit
1300 Pennsylvania Avenue, NW

Washington, DC 20523
Tel: (202) 712-1380
Fax: (202) 216-3593
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