


CONTENTS

Foreword A Key Impact Results
‘ 2022

Introduction SIFEM’s Theory of Portfolio Overview
Change

Development Interview with
Impacts SIFEM’s ESG and
Impact Team

29

Alignment with Appendix
Industry Initiatives

31

2 SIFEM - Investing in Sustainable Development, 2023 Impact Report



LIST OF ABBREVIATIONS

BSM Business Services Manager

CEE & CIS Central and Eastern Europe and the Commonwealth of Independent States
DFI Development Finance Institution

E&S Environmental and Social

EDFI European Development Finance Institutions
ESAP Environmental and Social Action Plan

ESG Environmental, Social, and Governance

ESGI Environmental, Social, Governance, and Impact
ESMS Environmental and Social Management System
GHG Greenhouse Gas

GIIN Global Impact Investing Network

GNI Gross National Income

GWh Gigawatt hours

HIPSO Harmonized Indicators for Private Sector Operations
IFC International Finance Corporation

ILO International Labour Organization

LAC Latin America and the Caribbean

Ji Joint Impact Indicators

LATAM Latin America

LDC Least Developed Country

LPAC Limited Partner Advisory Committee

MFI Microfinance Institution

MSME Micro, Small, and Medium-sized Enterprise
NDC Nationally Determined Contribution

PM Portfolio Manager

SDC Swiss Agency for Development and Cooperation
SDG Sustainable Development Goal

SECO State Secretariat for Economic Affairs

SIFEM Swiss Investment Fund for Emerging Markets
SME Small and Medium-sized Enterprise

SO Strategic Objectives

TSF Technical Support Facility

SIFEM - Investing in Sustainable Development, 2023 Impact Report 3



FOREWORD

Dear reader,

The Swiss Investment Fund for Emerging Markets’ (SIFEM) commitment to sustainable impact underpins our
approach. We believe that creating and strengthening enterprises, while simultaneously achieving positive
financial results, is the key to lasting change. This approach acknowledges that sustainable impacts may not
yield immediate results but ensures that the change we initiate is enduring.

Impact demands time, patience, and the right blend of expertise. SIFEM is not driven by the pursuit of quick
gains but rather by the transformation of capacities, technologies, governance, and social inclusion that will
yield improved results over the medium to long term. We acknowledge that some of our investments may be
in transition, exposing shortcomings that we must address to create more sustainable outcomes.

SIFEM’s development impacts are also intricately tied to environmental sustainability and climate resilience.
To this end, we align our new investments with the Paris Agreement, supporting both climate mitigation and
adaptation efforts. Our work in promoting sustainable economic development focuses on fostering inclusive,
low-carbon growth in emerging markets, with an emphasis on generating economic opportunities and decent
jobs while facilitating a Just Transition.

In response to the crisis in Ukraine, the Swiss Confederation has initiated a strategy to provide support.
Through SIFEM, the Confederation invested in a Ukrainian fund, Horizon Capital, recognising the urgent
need for affordable capital in a market where interest rates are prohibitively high, and access to capital is
scarce. This strategic investment not only aligns with our commitment to lasting impact (notably through
job creation) but also showcases the power of partnership in times of adversity. We therefore reaffirm our
responsibility to embrace calculated risks in a complex global landscape, transformed by the war in Ukraine
and the fragmentation of multilateral governance.

We’ve reached a juncture in our journey in supporting sustainable development in emerging markets.
This year marked a significant transition for SIFEM, with transformative changes in our governance and
operational structure, as well as our continued commitment to forging a lasting impact.

SIFEM’s Board decided to separate operational and monitoring functions by mandating a Portfolio Manager,
responsAbility Investments AG (succeeding Obviam), and a Business Services Manager, Tameo Impact Fund
Solutions SA. This strategic decision reflects our commitment to maintaining the highest standards of impact
accountability.

This report captures SIFEM’s journey through a year of transition, highlighting our continuous dedication to
sustainable impacts, patient investments, calculated risk-taking, and our role in fostering economic growth
and fighting climate change. We express our heartfelt gratitude to our past partners while looking forward to
the next chapter.

Sincerely,

Jorg Frieden
Chairman of the Board of SIFEM
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KEY IMPACT RESULTS 2022

Portfolio Overview

[$ )

USD 451 million
Investment Portfolio*

z: i

Development Impacts®

SDGs Impact Description

Creating more jobs with decent working conditions

SIFEM helps small- and medium-sized enterprises

o

(SMEs) and other fast-growing companies to support

and create formal, sustainable jobs

Creating economic opportunities for women

5 GENDER
EQUALITY

SIFEM promotes gender equality and equal

@

opportunities, including through jobs

Providing access to financial services & products
SIFEM facilitates access to finance for SMEs and fosters

&3

13 o

financial inclusion

Accelerating the energy transition
SIFEM fosters access to clean energy and more
efficient energy & resources management solutions

Broadening the local tax base
SIFEM’s Investees and their Underlying Investees
comply with tax regulations and pay taxes where they

() g
FORTHE GOALS

conduct business.

&

Reducing the financing gap
SIFEM leverages further private

investment for development

* Investment portfolio valuation as of December 2022.

83 funds
in Investment Portfolio

595 Underlying Investees
in fund portfolios

5
17 Financial Institutions
in Investment Portfolio

2022 KPI Vs 2021

483,253 jobs supported in 20223
87% of jobs have permanent contracts

51% of Investees and Underlying Investees provided

training to their employees
35% of employees are women

8.1 million microloans

153,665 SME loans outstanding at the level of SIFEM

Investees and Underlying Investees
5,159 GWh clean energy produced

4.9 million tonnes greenhouse gas (GHG) emissions
avoided by Underlying Investees*

100% of new investments aligned with the objectives

of the Paris Agreement

USD 1,839 million in taxes paid by Investees and
Underlying Investees

For each dollar invested by SIFEM (fund investments),

there were USD 4.5 coming from private investors®

? | atest available data as of 31 December 2022. All impact data in this report is self-reported by Investees and Underlying Investees and, unless stated otherwise, has

not been attributed based on the size of SIFEM’s investment.

® This includes both direct jobs supported at the level of SIFEM’s Investees and Underlying Investees, as well as indirect jobs supported through loans to MSMEs. See the

Appendix for more details on the methodology.

*The GHG emissions avoided data is self-reported by Investees and Underlying Investees, each Investee/Underlying Investee hence chooses its own methodology to
compute GHG emissions reduction. GHG emission reduction is not attributed to SIFEM.

5 As of end 2022, calculated without pro-rata attribution. This number simply reflects the proportion between SIFEM’s commitments and private investors’ commitments
in fund investments. It is computed following the OECD Development Assistance Committee (DAC) methodologies for measuring the amounts mobilised from the private

sector by official development finance interventions.
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SIFEM’s portfolio has performed well in terms of
environmental, social, and economic impact. As of December
2022, SIFEM is directly and indirectly supporting 483,253
jobs with its active portfolio, compared to 436,791 at the
end of 2021. This 11% increase is mainly linked to the
growing number of jobs among Investees and Underlying
Investees, while a lesser influence can be attributed to new
investments added to the portfolio in 2022.

In terms of sector, 48% of jobs are concentrated in the
financial intermediation sector; in terms of geography, 44%
are concentrated in Asia. Out of the direct jobs supported
by SIFEM, 87% were permanent contracts, both full-time
and part-time, a slight increase compared to 2021. Finally,
in terms of gender, 35% of total jobs are held by women, a
minor increase from 2021.

Investees and Underlying Investees in SIFEM’s portfolio

paid a total of USD 1.8 billion in corporate taxes and other
government fees, a 12% increase compared to 2021. Taxes
contributed by these investees constitute a resource pool for
domestic governments to fund local investments and social
programs. Moreover, there were 8.1 million microloans and
153,665 SME loans outstanding at Financial Institutions
financed by SIFEM. The number of loans increased by 7% and
15%, respectively, compared to 2021. The micro- and SME
loans in portfolios of Financial Institutions amounted to a
total volume of USD 22.2 billion.

¢ FDFA. (2020). Energy - Facts and Figures. Retrieved from https://www.eda.admin.ch/aboutswitzerland/en/home/wirtschaft/energie/energie---fakten-und-zahlen.

html

Underlying Investees in SIFEM’s portfolio produced a total
of 5,159 gigawatt hours (GWh) of clean energy in 2022, a
14% decrease compared to 2021. This decrease is due to one
Underlying Investee exiting the portfolio, which accounted
for 782 GWh of clean energy production in 2021, as well

as some others not having reported in 2022, for a value

of over 1,000 GWh. When excluding those that have not
reported, the clean energy production follows a positive
trend. The clean energy produced in 2022 is equivalent to
the electricity consumption of 800,000 Swiss inhabitants

in one year.t The production of clean energy and other
projects in the portfolio led to avoiding the emissions of
almost 4.9 million tonnes of GHG in 2022. This is equivalent
to the yearly emissions of over 400,000 Swiss inhabitants.”
However, the recorded GHG emissions reduction decreased
by 35% compared to 2021 due to the exit of some
Underlying Investees, representing over 2.3 million tonnes
of GHG emissions reduction, as well as others that have not
reported in 2022, representing over one million tonnes of
GHG emissions reduction. This is usually due to the fact that
SIFEM has already exited a fund at the time of reporting, i.e.,
in early 2023, hence preventing the collection of impact data
for these Underlying Investees as of 31 December 2022.

7 Our World in Data. (2020). Per capita consumption-based CO2 emissions. Retrieved from https://ourworldindata.org/grapher/consumption-co2-per-

capita?tab=chart&country=~CHE
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INTRODUCTION

The 2023 SIFEM Impact Report
provides an overview of the social
and environmental impact of the
SIFEM portfolio in 2022 through its
investments in emerging markets.

SIFEM is the Development Finance Institution (DFI) of

the Swiss Confederation and acts as an integral part of
Switzerland’s International Cooperation Strategy. SIFEM
specialises in providing long-term financing to SMEs and
other fast-growing companies in developing and emerging
countries, focusing on the priority countries of Switzerland’s
development cooperation. SIFEM uses three channels of
investment. The first two channels are indirect, providing
capital to Private Equity and Current Income Funds, which
then finance enterprises and Financial Institutions in
emerging markets. With its third channel, SIFEM provides
long-term debt financing directly to Financial Institutions in
emerging markets (see Appendix ‘How does SIFEM work?’ for
more details). Through its investments, SIFEM contributes to
creating decent jobs and promoting sustainable economic
growth in emerging markets. In addition, SIFEM is committed
to aligning its investments with international environmental
goals to address the global climate crisis and support
emerging markets in achieving low-carbon economic growth.

As of December 2022, SIFEM had a portfolio valuation of
USD 451 million (the Investment Portfolio).2 SIFEM was
invested in 17 Financial Institutions and 83 funds, with 595
Underlying Investees in the funds’ portfolios. This report
demonstrates the development impact of these investments
along the different dimensions of SIFEM’s Theory of Change,
focusing on economic opportunities and decent jobs, social
inclusion, and climate change mitigation and adaptation. A
chart describing the investment and impact value chain is
presented in the Appendix (p. 35).

This is the first SIFEM Impact Report that is independently
prepared by SIFEM’s new Business Services Manager,
Tameo Impact Fund Solutions. In its first iteration following
the transition to SIFEM’s new organisational structure,

the objective of this report is to ensure the continuity of
reporting and provide an overview of any significant changes
in the impact performance of the fund compared to 2021.
In the future, the new managers of SIFEM will engage with
the Board of Directors to identify areas for improvement in
SIFEM’s impact processes and reporting to bring additional
transparency and accountability.

8 The total active commitment of SIFEM is of USD 914 million as of 31 December 2022. This represents the current active commitments (total commitments since
inception less terminated commitments) by SIFEM to funds and Financial Institutions. However, the commitment does not represent the active portfolio, which

is why it is not used in this report. Instead, the Investment Portfolio is used to present portfolio exposure in this report. As of December 2022, the fair market
value of the Investment Portfolio was USD 451 million. In order to avoid variations in impact figures due to fluctuations in the market value of investments,

the calculations presented in this report are based on investment at cost. For more details on SIFEM’s financials, please refer to SIFEM’s Business and Financial

Report 2022.
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SIFEM’S THEORY OF CHANGE

SIFEM is dedicated to optimising the developmental impact
associated with its investment decisions across the entire
investment life cycle. This commitment spans from initial
investment analysis and decision-making, continues through
monitoring, and extends to the exit strategy phase, all while
mindful of the financial profitability constraints it must
adhere to. SIFEM analyses and monitors the contribution

of its investments to four broad development outcomes,
which reflect the Strategic Objectives (SO) set for SIFEM by
the Swiss Confederation (See Appendix ‘How does SIFEM
work?).?

SIFEM’s Theory of Change underpins all SIFEM’s investments
with the logic that financial intermediation plays a pivotal
role in private sector growth in emerging markets. SIFEM
focuses on strengthening local intermediaries in their
capacity to deliver long-term capital to local SMEs and fast-
growing companies. SIFEM’s role is therefore both financial
(provision of long-term finance) and non-financial (hands-on
advice to financial intermediaries), and the combination of
these two roles contributes to the sustainability of SIFEM’s

outcomes. All SIFEM investments contribute to long-term
development impact, albeit in different ways, as captured by
the different outcomes depicted in Figure 1 below.

Every SIFEM investment contributes to the first two
outcomes (economic viability & resilience, and economic
opportunities & decent jobs). Some SIFEM investments may
also contribute to additional development effects captured
by outcomes 3 (social inclusion) and 4 (climate change
mitigation & adaptation), depending on the characteristics
of each investment. The SIFEM outcomes are linked to
specific Sustainable Development Goals (SDGs), as shown
in Figure 1. The first outcome is transversal as it pertains
to SIFEM’s engagement with intermediaries to improve
their environmental, social and governance (ESG) risk
management processes, irrespective of their sectors of
investment.

Since the first outcome is more process-oriented, this report
focuses more on the three latter outcomes.

Fig. 1
SIFEM's

Theory of
Change

SIFEM’s Development Outcomes and their links to the SDGs

LONG-TERM DEVELOPMENT IMPACT

Resilient economies, inclusive & low-carbon growth, poverty reduction & reduction in inequalities

CORE OUTCOMES

1. Economic Viability &
Resilience

Financial intermediaries
supported by SIFEM’s
investments are expected
to be financially viable,
to comply with ESG
standards—including
compliance with all local
laws and regulations—and
be “Paris-aligned”.

2. Economic Opportunities
& Decent Jobs

SMEs and other fast-
growing private companies
are provided with increased
access to long-term capital
and financing through the
financial intermediaries
supported by SIFEM.
Increased access to finance
unleashes business growth
opportunities and supports
the maintenance and
creation of decent jobs.

9 Strategic Objectives 2021-2024: h

ttps://sifem.ch/about-us/strategic-objectives

A

=
s lo
A

OUTCOMES

3. Social Inclusion

Underserved individuals
(especially women),
entrepreneurs and
businesses are provided
with increased access to
essential goods & services
and to financial services
(financial inclusion),
including through
innovative approaches
and business models,
thereby contributing to
the long-term reduction
of inequalities and access

gaps.

Al o fals

4. Climate Change
Mitigation & Adaption
The provision of
long-term capital to
businesses contributes

to transformative climate
outcomes (e.g. acceleration
of the energy transition,
decarbonisation of
production processes,
adaptation/resilience
projects), in line with the
Paris Agreement on climate
change.

= 5
Slo
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Fig.2
Share of
SIFEM
Investment
Portfolio by
geography

PORTFOLIO OVERVIEW

CEE & CIS
10%
\Q 7
" £
Portfolio Countries 2 A’«ﬂ
@ Priority countries
@ Least Developed Countries (LDCs)
Countries that are both Priority & LDCs LATAM
@ Other countries 16%

As of 31 December 2022, SIFEM’s Investment Portfolio was
invested in 17 Financial Institutions and 83 funds, with 595
Underlying Investees in the funds’ portfolios. This represents
an Investment Portfolio of USD 451 million.

The Investment Portfolio consists primarily of Private
Equity Funds investing in growth companies and SMEs
(60%), infrastructure funds (3%) and Current Income Funds
(15%). Investments in microfinance comprise 8% and other
financial intermediaries 14% of the portfolio. In 2022, SIFEM
closed seven new investments with commitments of USD
95 million. They include four investments in Private Equity
Funds and three loans to Financial Institutions.

Region exposure

73% of the Investment Portfolio was concentrated in

two regions: Asia (41%) and Africa (32%; Figure 2). Latin
America (LATAM) represents 16% and Central & Eastern
Europe & the Commonwealth of Independent States (CEE

& CIS) is 10%.2° The remaining 1% comprises Investees

and Underlying Investees present globally, with no single
designated country of operation, such as holding companies.

% The Commonwealth of Independent States is an intergovernmental organisation in Eurasia, which was formed after the dissolution of the Soviet Union in 1991.

Other 1%

Country exposure

SIFEM was invested in 80 countries (See Appendix ‘SIFEM
Portfolio Countries’ for the full list). Over half of the
Investment Portfolio was concentrated in 10 countries
(Figure 3). The largest exposure was in India with 9%,
followed by Kenya, Vietnam, and Cambodia with 7% each.
India, Kenya, and Cambodia were already among the top four
countries in 2021, whereas Vietnam rose from 3% in 2021

to 7% in 2022, following a loan granted to EVN Finance, a
Vietnamese Financial Institution.

8%

6

4

o {11
eﬁ‘: e«\a 6@05 o0 oe‘v\ \2:: &x\‘ ::\‘ QQ\oz\omc‘*

W Percentage of Investment Portfolio
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As part of its International Cooperation Strategy 2021 -24, Income level
Switzerland has defined regions in which it focuses its
development cooperation efforts.!* It consists of a list of
41 priority countries as defined by the State Secretariat
for Economic Affairs (SECO) and the Swiss Agency for
Development and Cooperation (SDC).2 As an instrument
of economic development cooperation of the Swiss
Confederation, SIFEM has an objective to concentrate its
investments in priority countries.

The Investment Portfolio was almost entirely allocated to
middle-income economies, as determined by a country’s
gross national income (GNI) per capita.*® More specifically,
62% was invested in lower-middle-income economies and
34% in upper-middle-income economies, as of December
2022.% Low-income economies (e.g., Ethiopia, Malawi)
represented 3% of the Investment Portfolio, while high-
income countries (e.g., Panama, Poland) accounted for only

17
As of December 2022, SIFEM was invested in 28 priority 1%.

countries (Figure 2), which represented 42% of the
Investment Portfolio.'®> Moreover, the fund targets Least
Developed Countries (LDCs), 18 of which are included in the
list of priority countries.** SIFEM was invested in 23 LDCs,
which represented 15% of the Investment Portfolio. Of the
23 LDCs SIFEM invests in, three countries (Cambodia, Nepal,
and Myanmar) are reached through direct investments

in Financial Institutions, whereas the remaining 20 are
reached through investments in funds whose managers are
not domiciled in LDCs. This indirect investment approach

is anchored in SIFEM’s business model and is particularly
effective in channeling capital to LDCs by partnering with
fund managers who are experts in identifying and sourcing
investments in these more complex markets.

1%

@ Lower-middle-income @® Low-income

@ Upper-middle-income @ High-income

1 The priority countries of SDC and SECO are revised in every four-year strategy cycle.

12 Priority regions for Swiss international cooperation can be found here (p. 46): Swiss Federal Department of Foreign Affairs FDFA. (2020). Switzerland’s
International Cooperation Strategy 2021-24. Retrieved from https://www.eda.admin.ch/content/dam/deza/en/documents/publikationen/Diverses/Broschuere.
Strategie_IZA_Web_EN.pdf

13 86% of investments closed in 2021 and 2022 (current strategy cycle) were made in priority countries.

* The United Nations defines LDCs as countries that have low levels of income and face severe structural impediments to sustainable development (See https://
www.un.org/ohrlls/content/ldc-category)

5 The World Bank classifies country income level according to its GNI per capita (2022): low-income economies are have a GNI per capita below USD 1,135; lower
middle-income economies are between USD 1,136 and USD 4,465; upper middle-income economies are between USD 4,466 and USD 13,845; high-income
economies are above USD 13,846

6 Investments made in emerging markets through Underlying Investees based in high-income countries are excluded.

17 Despite having higher per capita income, the International Monetary Fund’s World Economic Outlook classifies Panama and Poland as emerging and developing
economies’.
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GNI per capita Fig. 5

Average GNI

The average GNI per capita in SIFEM portfolio countries USD 12,000 FERTY! per capita

(USD 4,414) is considerably lower than the 2022 world
average of USD 12,804 and lower than the average in low-
and middle-income economies of USD 5,669 (Figure 5).

By investing in middle-income markets, SIFEM tackles the
issue of the “missing middle”. According to the World Bank,
the missing middle portrays a situation where SMEs in
emerging markets are significantly underserved by financial 3,000
institutions, by being too small for the formal banking

sector and too big for microfinance institutions, although 0
they have an important role to play for social and economic World SIFEM Low- & Middle-
development. Among other benefits, SMEs contribute over (weighted avg) income Economies
35% of gross domestic product in many emerging markets,

they account for over 50% of jobs, and they create most new [H Average GNI per capita (USD)

jobs.t8

9,000

6,000

4414

Sector exposure Fig.6

Investment
Portfolio
per sector

As of December 2022, SIFEM’s largest sector exposure

was financial intermediation with 44% of the Investment
Portfolio. This reflects the fact that SIFEM invests directly
only in financial intermediation, whereas all other sectors
are reached indirectly through investments in funds. Of
the 44% invested in the financial intermediation sector,
29% were through direct investments, while the remaining
15% were through investments in funds. The second most
prominent sector was consumer goods & services (15%

of the Investment Portfolio), which includes companies
providing food and beverage, travel, and leisure products,
among others. The third and fourth most prominent sectors
were energy and water supply (10%), and healthcare (8%).
Other sectors depicted in Figure 6 individually represent 5%
or less of the Investment Portfolio. The sectoral exposure
distribution in 2022 was similar to that in 2021.

@ Financial intermediation

@® Consumer goods & services

@ Energy and water supply

@ Healthcare

@ Agriculture, fishing and forestry
Industrial services
Technology
Education

Others

8 The World Bank. (2017). What's Happening in the Missing Middle?: Lessons from Financing SMEs. Retrieved from https://www.worldbank.org/en/topic/
financialsector/publication/whats-happening-in-the-missing-middle-lessons-from-financing-smes
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DEVELOPMENT IMPACTS

The following section provides an overview of the
development impacts of the Investment Portfolio, presented
by the outcomes targeted by SIFEM’s Theory of Change (See
‘SIFEM’s Theory of Change’ [p. 9]) and illustrated by four case
studies.

Economic Opportunities
& Decent Jobs

The main goal of SIFEM’s mission is to provide SMEs and
other fast-growing private companies with increased
access to long-term capital and financing through
financial intermediaries. Increased access to finance
accelerates business growth opportunities and supports
the maintenance and creation of decent jobs. This section
provides an overview of how SIFEM supports economic
growth and job creation through its investments.

Post-Covid job context

Since the publication of SIFEM’s 2021/2022 Impact Report,
the COVID-19 pandemic has ended and supply chains

have recovered to their pre-pandemic levels.'® However,
economies in emerging markets have not yet fully recovered,
and additional pressure is brought by greater geopolitical
uncertainty, the conflict in Ukraine, and an uneven post-
pandemic economic rebound. These factors have converged
to create stagflation in many economies. This is the first
instance of both elevated inflation and slow growth
occurring simultaneously since the 1970s. Decision-makers
are confronted with a difficult balancing act as they address
high inflation within the context of an incomplete rebound
in employment. Most countries have not yet reached the
employment and work hour benchmarks observed at the
close of 2019, before the COVID-19 pandemic.? In the
current global context, job creation is even more critical for
emerging markets not only in quantitative terms but also in
qualitative terms, to offer “better” jobs. Hundreds of millions
of individuals remain without opportunities for gainful
employment.2* Even for those who are employed, social
protection and essential workplace rights are frequently
absent. This issue is pronounced among informal workers or
those without channels to voice their concerns.

As part of its Strategic Objectives (SO) 2021-24, SIFEM had
the objective in 2021 to support Investees and Underlying
Investees in their efforts to maintain or create new jobs
during the pandemic. More concretely, the fund aimed at
supporting at least as many jobs in 2021 as in 2020. It
succeeded in doing so as the number of jobs supported grew
by 11% when only considering Investees and Underlying
Investees that were in the Investment Portfolio throughout
the COVID-19 crisis (from 2020 to 2021). This upward trend
was confirmed in 2022, as the same sample of investees
have seen their total number of jobs increase from 2021 to
2022.

As the world was recovering from the crisis of the COVID-19
pandemic, a new crisis unfolded as a result of the Russian
military attack in Ukraine that started in February 2022.

The Swiss Confederation has expressed its solidarity with
the people of Ukraine and its commitment to support

them through an emergency aid package.?? In addition

to the provision of aid by the Swiss Confederation, SIFEM

is supporting the people of Ukraine by investing in the
country’s private sector. The following case study exemplifies
how a fund coped with a crisis and provided support not
only to Underlying Investees but to an entire community.
The Ukrainian investment manager, Horizon Capital,
demonstrated incredible resilience after the outbreak of
war and proved its ability to support the communities in
which Underlying Investees were operating. Through the
investment in Horizon Capital Growth Fund IV (Horizon 1V),
SIFEM supports Ukrainian SMEs and their communities.

9 Gourinchas, P. (2023). Global Economy on Track but Not Yet Out of the Woods. Retrieved from https://www.imf.org/en/Blogs/Articles/2023/07/25/global-

economy-on-track-but-not-yet-out-of-the-woods

20 |LO (2023). World Employment and Social Outlook Trends 2023. Retrieved from https://www.ilo.org/wcmsp5/groups/public/---dgreports/---inst/documents/

publication/wcms_865332.pdf
2 |bid.

22 War against Ukraine - measures taken by the Confederation since 24 February 2022. Retrieved from: https://www.eda.admin.ch/eda/en/fdfa/fdfa/aktuell/dos-

siers/krieg-gegen-ukraine.html
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Case study
Horizon Capital Growth Fund IV

Economic Opportunities & Decent Jobs

Horizon Capital team with Ralph Keitel, CIO of SIFEM.

SIFEM Investment USD 15 million

Investment Year 2022

Country/Region Ukraine

Sector SME Development

Financial Instruments Private Equity Fund

Fund Manager Horizon Capital

About Horizon Capital Growth Fund IV

Horizon Capital is a private equity firm with
headquarters in Ukraine, launched in 2006 and with
over USD 1.5 billion assets under management.
Horizon IV is Horizon Capital’s sixth fund and focuses
on investing in export and tech-oriented companies in
Ukraine and Moldova.

Since the beginning of the of war in February 2022, up
to 8 million people have fled Ukraine and 17 million
have been displaced. In this context, the impact
strategy of the Fund has become more hands-on.
Horizon Capital formed a five-person humanitarian
logistics group, which collaborates with Underlying
Investees to identify what support they can provide
to their communities. Each Underlying Investee has
developed a more compassionate approach and has
shifted its strategy, with community needs becoming
as important as business outcomes. For example, an

Underlying Investee has started providing medicine at
half price, or for free, to communities in need.

How does Horizon Capital contribute to economic
opportunities and decent jobs?

Horizon IV has developed an investment strategy that
aims to support economic growth and job creation

in the region. It consists of investing mainly in the
information technology sector, the only sector that has
been growing since the beginning of the conflict in
Ukraine. In addition, more than a year after the start of
the war, the fund pipeline is comprised of 80% “export
champions”, which are companies generating most of
their revenues from abroad. Horizon Capital provides
capital to visionary entrepreneurs and accompanies
them in growing their businesses while diversifying
their revenue base away from domestic sources. The
sector is creating high-quality and high-paying jobs
that allow employees to support their communities,
directly through financial help, and indirectly through
the economic activity it generates. So far, the fund
manager has invested in 172 companies and has
supported 80,000 jobs with all its funds.

(14

Investments in Ukraine are now essential
because with the war, there is no capital.

— Lenna Koszarny, CEO, Horizon Capital

Information technology is also a fast-growing sector

for women in Ukraine as the largely male-dominated
sector has seen the share of women workers triple

over the last decade.?* With many of the country’s

men now serving the armed forces, women have had

to support their families alone and, in some cases,

flee their houses to rebuild a life elsewhere. The

Fund therefore promotes remote learning and remote
working to adjust to any difficult situation faced by
Ukrainian families. Horizon IV is also a 2X flagship fund,
as it is committed to promoting gender equality both
internally and among its Underlying Investees, with the
aim to have over 30% of its companies achieve the 2X
criteria (See ‘What is Gender lens investing: 2X?’ [p. 23]).

SIFEM’s investment in Horizon Capital

Despite the war, the Ukrainian economy has not come
to a standstill and is showing remarkable resilience.

23 Kravchenko, K. (2023). Ctrl + Alt + Empower: Celebrating Ukrainian Women in IT. Retrieved from https://euneighbourseast.eu/young-european-ambassadors/
blog/ctrl-alt-empower-celebrating-ukrainian-women-in-it,
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Banks have remained operational, the population
retains access to essential services, albeit severely
disrupted, and are trying their best to continue with
business as usual. Nevertheless, in the current context,
it is extremely difficult for Ukrainian companies to find
capital. Investors do not want to risk investing in a
country at war and debt is prohibitively expensive.

Jobs supported by SIFEM

Job creation has always been one of SIFEM’s most
important priorities in terms of development objectives.
Creating and supporting more and better jobs has positive
consequences on a range of interconnected impact goals.
Jobs are considered the principal route for socioeconomic
mobility out of poverty and contribute to a country’s social
development.Jobs can boost living standards by reducing
food insecurity, improving health and wellbeing, and helping
to build social cohesion.

The total jobs supported fall into two categories: The first is
direct jobs supported through investments made by SIFEM
and Investee funds (e.g., employees of Underlying Investee
companies, fund managers, and Financial Institutions).

The second is an estimate of indirect jobs supported

through micro, small and medium-sized enterprises (MSME)
loans granted by Financial Institutions in the Investment
Portfolio.?* Direct jobs represent 85% of total jobs supported,
whereas indirect jobs represent 15%.

As of December 2022, SIFEM directly and indirectly
supported 483,253 jobs with its Investment Portfolio,
compared to 436,791 at the end of 2021. This 11% increase
is mainly due to the growth in the number of jobs among
Investees and Underlying Investees, while a smaller share
can be explained by new investments made in 2022. Over
47,000 jobs were created by Investees and Underlying
Investees in the Investment Portfolio between 2021 and
2022.

Sector concentration

48% of total jobs supported are concentrated in the financial
intermediation sector (Figure 7). This high share can be
explained by the concentration of the Investment Portfolio
in this sector. The three following sectors with the most jobs
are consumer goods & services (18%), industrial goods &
services (11%), and education (5%).

Horizon Capital can leverage capital provided by
investors, such as SIFEM, to support the growth of local
companies. This growth brings along much-needed
income for communities where each Underlying
Investee is based. According to Horizon Capital’s CEO,
the best way to support Underlying Investees and local
communities since the outbreak of the war is through
promoting economic opportunities and job creation.

The distribution of jobs in both the financial intermediation
and consumer goods & services sectors was aligned with
the financial exposure of the portfolio to these sectors. The
industrial goods & services sector supports 11% of jobs
while it only represents 5% of the Investment Portfolio. This
sector appears to support disproportionately more jobs than
other sectors. On the contrary, the energy & water supply
sector supports less jobs, as it only accounted for 4% of
jobs supported while it represents 10% of the Investment
Portfolio. Due to the capital-intensive nature of the energy
sector, it is not surprising that it supports fewer jobs than
other sectors. This means that energy projects require many
workers during the construction phase, but very few are
necessary once energy plants are operational. Nevertheless,
the energy sector contributes to other development
objectives such as climate change mitigation and clean
energy production.

Fig.7
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24 Direct jobs reported represent the sum of full-time equivalent workers employed by all the companies in the Investment Portfolio and do not consider the
size of SIFEM’s investment in each company. On the other hand, indirect jobs reported are estimated based on the assumption that each microloan granted by a
Financial Institution in the Investment Portfolio supports one job, whereas each SME loan supports 10 jobs. The total number of indirect jobs is weighted by the

share of SIFEM’s investment in a Financial Institution.
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Geographical concentration

In 2022, jobs supported by the Investment Portfolio were
concentrated in two regions representing 79% of total
jobs (Figure 8). The first was Asia, with 44% and the second
was Africa with 35%. The remaining 21% were distributed
throughout LATAM (12%), CEE & CIS (5%), and “globally”
(4%).

Asia’s share of 44% of total jobs supported is slightly higher
than the portfolio exposure in the region (41%), similar to
Africa’s share of jobs of 35% and a financial exposure of
32%. Compared to 2021, SIFEM witnessed a slight increase
in the share of jobs supported in Africa (34% in 2021, 35% in
2022), while the share of jobs in Asia decreased from 49% in
2021 to 43% this year.

The top three countries represent 32% of total jobs, with
18% in India, 7% in Kenya, and 7% in Egypt. 43% of jobs
supported in the Investment Portfolio were in the priority
countries of Switzerland’s development cooperation, and
14% were in LDCs.

Job type

Of the direct jobs supported (Figure 9), 87% were permanent
contracts, both full-time and part-time. Permanent contracts
are beneficial as they bring stability to employees. According
to the International Labour Organization (ILO), workers

who do not have a permanent contract tend to have

lower incomes, experience reduced social security, and

often alternate between temporary work and periods of
unemployment.?® The remainder were short-term contracts
(5%) and contracting/outsourced jobs (8%).

Fig.8
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25 |LO. (2016). Non-standard employment around the world: Understanding challenges, shaping prospects. Retrieved from https://www.ilo.org/wcmsp5/groups/

ublic/---dgreports/---dcomm/---publ/documents/publication/wcms_534326.pdf
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Case stud

iProcure Novastar Ventures Africa Fund Il

Economic Opportunities & Decent Jobs

Employees of iProcure.

Novastar Ventures Africa

Fund Fund Il

Fund Investment USD 3 million
Investment Year 2021
Country/Region Kenya

Sector Agriculture

About iProcure

iProcure is an agricultural inputs distribution company
based in Kenya and is the largest agricultural supply
chain platform in rural Africa. It was created by two
founders in Haiti after the 2010 earthquake to assist

in the reconstruction of the country. They developed a
technology to manage the supply chain of construction
materials, ensuring that workers on the ground were
provided with sufficient materials to rebuild the cities.
Following this experience, they saw an opportunity to
apply this technology to the agricultural inputs supply
chain in Kenya. They used the same technology in

the agricultural sector, initially establishing a supply
chain infrastructure. They reached out to retail outlets
and cooperatives, started building the infrastructure
network, and implemented a business intelligence
platform to support the activities. The company became
operational as soon as it had warehouses and vehicles
to store and transport grains and other foods.

How does iProcure contribute to economic
opportunities & decent jobs?

In Kenya, the agricultural sector accounts for a
substantial portion of informal employment (60%), and
of exports (60%), with the most significant contribution
originating from crop production.?s Agriculture is
essential to creating jobs in rural communities and
achieving food security, with farmers being highly
dependent on agricultural inputs to produce their
crops. By offering well-defined supply chain services,
iProcure enables smallholder farmers to acquire cost-
effective and high-quality agricultural inputs. With a
reliable supply of inputs, farmers can enhance farm
yields and increase their incomes.

(14

With two planting seasons of only 4-6
weeks each, reliable distribution of seeds
is vital for farmers.

— Niraj Varia, CEO, iProcure

The business intelligence platform empowers
manufacturers of agricultural inputs to track the
geographical locations of the distributors and

monitor real-time product performance. Leveraging

an extensive network of distributors and retailers
facilitates the engagement of farmers even in the most
remote regions and allows them to monitor product
pricing in the entire country. The market reach aspect
further provides manufacturers with insights into
consumer purchasing trends, delivering comprehensive
information rapidly. One of the big challenges facing
iProcure is stock shortages—farmers all need the same
product at the same time of the year. By ensuring the
timely provision of fertilisers and seeds during crucial
planting seasons, iProcure substantially improves the
chances of an abundant and profitable harvest for
farmers. By 2024, iProcure wants to serve more than 4.5
million smallholder farmers in Kenya, Uganda, Tanzania,
and Nigeria through a network of more than 5,000
distributors and farm depots.

26 Ministry of Agriculture, Kenya. (n.d.). Agricultural Sector Transformation and Growth Strategy, 2019-2029. Retrieved from: https://kilimo.go.ke/wp-content/
uploads/2022/03/ASTGS-Abridged-version.pdf
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SIFEM’s investment in iProcure

Through its investment in the fund Novastar Ventures
Africa Fund Il, SIFEM indirectly provides capital to
Underlying Investees such as iProcure. The company
used this capital to grow and expand its impact on the
various stakeholders described above. Thanks to its

Better jobs - Qualitative aspects

In 2022, 2 billion workers were employed in the informal
sector globally, which has been the main source of
employment recovery following the COVID-19 crisis.?” The
informal sector lacks many benefits inherent to formal
employment, which play a crucial role in promoting social
equity. For instance, informal jobs are significantly less likely
to allow employees to access social protection mechanisms
compared to formal jobs. On a global scale, only 47% of the
global population is adequately covered by at least one form
of social protection benefit, highlighting that over 4 billion
individuals have no social safeguards.?®

To support the creation of better jobs, SIFEM’s funds and
Financial Institutions contractually commit to operating in
line with national labour and occupational health and safety
regulations. They also commit to complying with the ILO
Core Labour Standards, the IFC’s Performance Standards on
Environmental and Social Sustainability, and basic terms
and conditions of employment when national legislation
falls short of these standards (see ‘ESG Standards’ [p. 27] for
more details). However, SIFEM invests in countries where
national regulations may be weak and/or not enforced, as
well as countries where laws are rigid and require the use
of flexible contractual arrangements. Consequently, SIFEM
ensures that the Investees develop Environmental and
Social Management Systems (ESMS) and engage qualified
personnel to manage these systems. The reason for this is
that they are equipped to identify risks related to labour and
working conditions and actively work together with their
respective portfolio companies and clients over defined time
frames to meet SIFEM’s requirements.

27|LO. (2023). World Employment and Social Outlook Trends 2023. Retrieved from https://www.ilo.org/wcmsp5

publication/wcms_865332.pdf
28 |bid.

indirect investment strategy, SIFEM can contribute to
job creation and economic growth in Kenya and other
countries where iProcure operates. This is only one
example of the almost 600 Underlying Investees that
SIFEM reaches as a result of this strategy (See ‘Interview
with SIFEM’s ESG & Impact Team’ [pp. 29-31] for more
details).

Domestic resource mobilisation

Mobilisation of domestic resources is essential to achieving
sustainable development. Domestic resources play a crucial
role in funding local investments and social programs, which
foster economic growth and contribute to poverty alleviation.
These resources serve as a means to reduce dependency on
foreign aid. Therefore, the taxes contributed by Investees and
Underlying Investees in the Inv