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2021 FINANCIAL HIGHLIGHTS

OPERATIONAL HIGHLIGHTS
in USDm

Commitments and cash flows

Total commitments made to date

2021] 2020

Total active commitments

Uncalled commitments

Cumulative paid-in capital to date

USD

Cumulative reflows received to date

Cumulative net cash flow to date

New investment commitments

Reflows from investments

Investment portfolio valuation
Residual value

Internal rate of return (%)

Total value over paid-in (%)

Private finance mobilised

Total private investor commitments advised
by Obviam

New co-investments from private investors

FINANCIAL STATEMENT HIGHLIGHTS
in CHFm

Annual results
Investment profit/-loss

Operating result

Total comprehensive income

Balance sheet
Balance sheet total

Cash and cash equivalents

Uncommitted capital

Financial assets

Shareholder's equity

Equity ratio (%)

35.9m

NEW INVESTMENT
COMMITMENTS

CHF
410.4m

FINANCIAL ASSETS

Note: Operational highlights are presented in USD, the functional (base) currency in which SIFEM’s accounts are
held. The Financial Statements are translated into the presentation currency CHF for reporting purposes. Annual
result and balance sheet figures per IFRS account; investment portfolio valuation based on rolled-forward data

as of 30 September 2021.
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FOREWORD BY
JORG FRIEDEN

Dear reader,

The second year of the COVID-19 pandemic defied
most scenarios. On the one hand, vaccination -
especially in industrialised countries - has fuelled
resilience and has contributed to the resumption of
economic growth. On the other hand, the recovery
of demand in the context of new pandemic waves,
value chain disruptions and fiscal stimuli led to the
resurgence of inflation and to new challenges.

In 2021, the recovery of emerging markets and
developing countries was only partial and uneven
across regions. The impact on employment continues
to be a concern in all regions, although imperfectly
reflected in national statistics. While the formal
sector of the economy has proved rather resilient, the
main adjustments have taken place in the informal
sector, with long-term structural consequences that
are still difficult to predict. SMEs have struggled to
survive, notably in the sectors most affected by the
restrictions imposed by local governments, such as
tourism and catering, as well as certain industrial
sectors linked to globalised value chains. Other
sectors, instead , have benefited from the recovery
and the opportunities arising from the new economic

conditions, resulting in extremely contrasting realities.

SIFEM's financial results for the year 2021 reflect
this complex reality and are marked by a sizable
recovery compared to 2020. Indeed, following a
loss of CHF 28.6 million in 2020, SIFEM’s operating
result rebounded in 2021 to reach CHF 40.3 million.
This positive result is due to the rebound of market
valuations and also reflects a number of successful
exits from investments that took place in 2021
instead of 2020.

These results do not denote the end of the crisis

in emerging markets and developing countries,
however. In most of the markets in which SIFEM is
active, employment has not returned to pre-pandemic
levels, and economic conditions remain fragile. Sharp
increases in prices have forced many central banks

to tighten their monetary policies, which poses
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some challenges for the sustainability of large debts
accumulated by both the public and the private
sectors. Financial conditions in developing countries
are likely to become more difficult and this will affect
the ability of local businesses to access financial
resources in the near future. All this means that the
positive yet uneven recovery observed in 2021 will be
put to test in the years to come.

In this context, the counter-cyclical role of SIFEM

as Switzerland’s development finance institution
has been significant. In 2021, SIFEM committed

USD 84 million in new investments. One of the

new commitments is SIFEM’s first transaction in
Nepal and is aimed at supporting local SMEs. This
investment is also a pilot project for a new type of
cooperation between SIFEM and the Swiss Agency
for Development and Cooperation (SDC), whereby
the latter is able to cover up to a maximum of 50% of
potentially incurred losses resulting from impactful
but particularly risky transactions. The guarantee
provided by SDC will enable SIFEM to invest more in
Least Developed Countries (LDCs) such as Nepal, in
line with the new strategic objectives defined by the
Federal Council for the period 2021-24.

The SIFEM Board is grateful to the Swiss Parliament
and to the Federal Council, represented by SECO,

for their constant support, and looks forward to
continuing these constructive relationships in the
context of this new strategic cycle. It also is thankful
to Obviam, SIFEM's Manager, for the efficient and
successful implementation of SIFEM’s strategy and
investment projects.

Yours faithfully,

Jorg Frieden
Chairman of the Board of SIFEM



FOREWORD BY
CLAUDE BARRAS

Dear reader,

It is impressive to see that the different fund
managers and financial institutions supported by
SIFEM in developing countries and emerging markets
have shown remarkable strength in 2021. They have
been able to support their investees and clients during
this period of crisis, and although some individual
investments have been hit hard by the decline in
economic activities in 2020, underlying companies
have performed better than originally expected.

This recovery is reflected in SIFEM’s positive operating
result in 2021 of CHF 40.3 million. This positive

result is closely linked to the composition of the
portfolio. Indeed, the majority of SIFEM’s underlying
investee companies are in economic sectors which
have been less exposed to the crisis, such as financial
services, health, energy and water services. In these
sectors, company valuations rebounded in 2021,
which accounts for a sizable portion of the recovery.
Another important factor comes from the successful
exits from portfolio companies. Lastly, the full exit
from one historical SIFEM investment in China was
accounted for in 2021, which also contributed to the
positive operating profit. These last two factors are
also reflected in the high level of investment reflows
recorded in 2021, i.e. USD 125 million which compares
to USD 51.7 million in 2020. Given the level of current
uncertainties at the global level and the vulnerability
of some developing countries to the tightening of

financial conditions, SIFEM’s financial performance may

remain volatile in the future, however.

In terms of new investments approved in 2021, SIFEM
committed a total of USD 84 million in seven new
investments. The new commitments include three
investments in private equity funds, one investment
in @ mezzanine fund, one investment in a debt fund,
and two loans to financial institutions. In terms of
geography, the private equity funds will undertake
investments in India, Africa, and Southeast Asia, the

mezzanine fund will invest in Africa, and the debt fund

around fifty-fifty across Africa and Asia. A loan was

extended to a microfinance institution in Tajikistan and

another loan to a commercial bank in Nepal.

| would like to express my gratitude to the Swiss
Government, and SECO in particular, for the continuous
support we receive in order to fulfil our mandate.

| also thank the SIFEM Board for its constructive
contributions and meaningful guidance throughout

the year.

Sincerely yours,

Claude Barras
CEO of Obviam, the Manager of SIFEM
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1. STRATEGY

1.1 SIFEM'S MISSION AND OBJECTIVES

SIFEM's investment philosophy is guided by the belief that investing in commercially viable SMEs in developing
and emerging countries can generate sustainable, long-term development effects in local communities, as well
as provide investors with positive financial returns over time.

SIFEM invests in local or regional risk capital funds and provides credit lines to local banks and other financial
institutions, often in collaboration with other DFls and private investors. SIFEM works with fund managers and
financial institutions not only to deliver relevant financing solutions, but also to add value to local businesses. In
this sense, SIFEM’s role goes beyond the provision of long-term finance and seeks to strengthen the capacity of
local fund managers and financial institutions to manage environmental, social, and governance risks at the level
of their underlying portfolios.

» SIFEM takes measures to limit the negative impact of the COVID-19 crisis on the financial ratios and
impact results or to strive to preserve the value of the portfolio;

» SIFEM contributes to growth in developing countries and emerging markets by encouraging the
flourishing of the local private sector, in addition to other economic development cooperation measures;

« SIFEM focuses on the preservation and creation of decent jobs, the observance of proper working
conditions and the strengthening of professional competence. In this way, SIFEM helps combat the
causes of irregular migration and contributes to Parliament's mandate to strategically link international
cooperation with the issue of migration;

« SIFEM supports the establishment of sustainable and responsible companies in developing and emerging
countries, on the basis of internationally recognised environmental, social and governance criteria;

» SIFEM strengthens the resilience of these countries and companies with regard to global risks such as
pandemics and the effects of climate change;

» SIFEM contributes to the achievement of international environmental goals and in particular to the
mitigation of climate change and its associated negative consequences;

« SIFEM promotes gender equality through the economic empowerment of women.

In reaching these strategic objectives, SIFEM observes the following broad guiding principles:

In its investment activity, SIFEM observes the basic principles of financial, economic, social
and environmental sustainability as well as responsible corporate governance.

SIFEM provides finance that cannot be obtained from private capital markets (local
or international) at reasonable terms or quantities and for similar developmental purposes without official
support.

In addition to investments, SIFEM provides or mobilises non-financial support to
financial intermediaries and enterprises, which is intended to strengthen development effects and is
provided on a subsidiary basis to the private sector, e.g. in the form of know-how transfer, the promotion
of social and environmental standards, the improvement of corporate governance or professional skills.

In this way, it should contribute its expertise, address sustainability risks and opportunities, as well as
contributing to the achievements of Switzerland’s development cooperation priorities.
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SIFEM aims to mobilise additional funds directly from private and institutional
investors who would otherwise not invest. In this way, it contributes additional resources to sustainable
development. These co-investment resources complement the investment capital of the Swiss
Confederation.

1.2 DEVELOPMENT IMPACT - HOW DOES SIFEM MAKE A DIFFERENCE?

SIFEM is an impact investor, as all SIFEM investments are made with the intent to generate a measurable
development impact, based on specific indicators and corresponding targets, including job creation, skills
development, tax payments, financial sector deepening and diversification, and implementation of international
best practice with regard to environmental, social, and governance standards. SIFEM aims at maximising the
development impact of its investments. While all investments must be economically viable and contribute to
economic development, some investments will also specifically foster economic and social inclusion and/or
actively contribute to climate change adaptation and mitigation.

SIFEM relies on a result measurement system in line with the practice of other DFls, allowing for the monitoring
and aggregation of results at the portfolio level. This framework is in line with the 2030 Agenda for Sustainable
Development adopted by the United Nations in 2015 featuring 17 specific goals (Sustainable Development
Goals - SDGs).

The result measurement framework used by SIFEM is composed of three different levels: First, an internal rating
tool (SIFEM GPR), originally developed by the German DFI (DEG), is used to appraise investments and track their
development performance over time. In order to do this, a benchmark is established prior to investment to
reflect the expected development effects. Second, a number of quantitative indicators are collected for each
investment to measure development effects, which can be aggregated at the portfolio level and reported to
Parliament. Third, case studies are conducted on an annual basis to take a closer look at the effects and value-
add of SIFEM’s investments in specific contexts.!

The main development highlights as well as a specific thematic analysis are published annually in a separate
report, based on data from the previous year. The latest available analysis focuses on the social cost of the
economic crisis induced by the COVID-19 pandemic, building on research and data collected in 2020-21. It
appears that job losses have been more limited than originally expected in 2020 in the companies of the SIFEM
portfolio. This is mainly due to the fact that SIFEM’s exposure to those economic sectors most affected by
lockdowns and business closures was relatively limited.

SIFEM’s current practice of impact management is broadly aligned with the Operating Principles for Impact
Management, which were developed by the International Finance Corporation (IFC) and launched in 2019.

The Principles provide a common market standard for what constitutes an impact investment. They describe

the essential features of managing investments into companies or organisations with the intent to contribute

to measurable positive social, economic, or environmental impact, alongside financial returns. Impact
considerations have to be integrated into all phases of the investment lifecycle: strategy, origination and
structuring, portfolio management, exit, and independent verification. Critically, the Principles call for annual
disclosure as to how signatories implement the principles, including independent verification, which will provide
credibility to the adoption of the Principles.

SIFEM was among the first adopters of these Principles, committing to manage its impact assets in accordance
with the Principles. At the end of 2021, more than 150 investors and other stakeholders had become signatories
of these Principles covering more than USD 428 billion of assets under management. SIFEM’s alignment with the
Principles has been confirmed through an independent verification process carried out in November 2020.?

1 http://sifem.ch/impact/case-studies/
2 https://sifem.ch/fileadmin/user_upload/sifem/pdf/en/Verification_Letter_IFC_OPIM_SIFEM.pdf
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1.3 PERFORMANCE AGAINST OPERATIONALISED OBJECTIVES 2021-24

SIFEM’s financial performance and development impact are defined by a catalogue of strategic objectives, which
is split into four thematic groups: (1) programme-related objectives with a particular focus on compliance with
SIFEM’s investment guiding principles; (2) company-related objectives and tasks based on SIFEM’s ability to
balance financial sustainability and development impact within its portfolio; (3) financial objectives related to
SIFEM’s long-term financial sustainability; and (4) objectives related to SIFEM’s efforts to develop and sustain
cooperation agreements with other DFIs.

The year 2021 marks the first year of implementation of the new strategic objectives assigned to SIFEM for

the period 2021-24. These objectives were set by the Swiss Government in the spirit of continuity - given the
long-term nature of SIFEM's investments — but they also highlight new challenges and priorities such as gender
equality, the need to contribute to economic recovery in the midst of the COVID-19 pandemic, and the need to
actively contribute to the objectives of the Paris Agreement on Climate, in line with the expected contribution of
SIFEM to the 2030 Agenda for Sustainable development and its associated SDGs.

After one year of implementation, SIFEM appears to be “on track” to deliver on its ambitious strategic framework
by 2024. To date, apart from the different requirements assigned to SIFEM, 18 of the 27 targets and measures
defined in the strategic objectives are on track to be met for the entire strategic period, while it is still too early
to tell on the status of the other targets, noting that the measurement of some of these targets will only start in
2022.

It is encouraging to see that on the development effects side, the number of jobs supported and created has
continued to grow at the level of the portfolio in spite of the negative economic impact of the COVID-19 crisis.
On the financial side, the positive results recorded in 2021 constitute a good start for meeting the expectations
of the Federal Council at the end of the strategic period, although caution is needed, given the current
macroeconomic and geopolitical context.

The performance results against the operationalised objectives for the 2021-24 period are shown in Annex 1 of
this report.

1.4 SIFEM’S COOPERATION WITH OTHER DEVELOPMENT FINANCE INSTITUTIONS

On behalf of SIFEM, Obviam engages actively with other DFIs and international financial institutions (IFls). SIFEM
therefore seeks to strengthen cooperation and synergies with these institutions informally, and participates
actively in joint working groups in a more formal way.

EDFI is a European association of 15 bilateral institutions operating in emerging markets and developing
economies and mandated by their governments to:

» Foster growth in sustainable businesses;

* Help reduce poverty and improve people's lives;

« Contribute to achieving the Sustainable Development Goals (SDGs).

This is done by promoting economically, environmentally and socially sustainable development through
financing and investing in profitable private sector enterprises. EDFI strives to strengthen the exchange of
information and cooperation among its members and other bilateral, multilateral, and regional DFls.

Obviam represents SIFEM at the EDFI General Assembly and contributes actively to four EDFI working groups
(Environmental and Social Matters, Development Effectiveness, Technical Assistance, Communication), two
EDFI task forces (Taxation, EDFI Harmonisation Agenda), and two broader DFI working groups (Corporate
Governance, International Finance Institutions Working Group on Harmonisation of Indicators).
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In 2021, SIFEM also contributed to the Responsible Financing and Impact Measurement Task Force set up at the
level of EDFI as well as the EDFI Legal Working Group. SIFEM, through Obviam’s CEO, was also represented in
the EDFI Board until May 2021. It took an active role in the different working groups under the lead of the EDFI
CIO Task Force and helped shape the collective response of the EDFls.

SIFEM co-chaired the EDFI harmonisation task force together with FMO (the Dutch DFI), and has taken the lead
on the environmental and social standards for fund investments. In 2021, the harmonisation efforts focused
on the implementation of the EDFI Climate & Energy Statement endorsed by all members in November 2020,
in particular with respect to the assessment of the “Paris alignment” at the project level, the measurement

of greenhouse gases and the development of a benchmark for climate related financial disclosures.> Other
important harmonisation workstreams included job quality assessments, the review of the general exclusion
list, and the development of a practical guidance on addressing human rights risks in the context of
investments.

The harmonisation of standards and practices among member institutions is central to EDFI’s work. By aligning
the ways in which EDFI members measure the development impact of their operations and setting standards
for responsible financing, they can operate more efficiently, clients are better served, and institutions are able
to achieve their development missions more effectively. Harmonisation enables all EDFI member institutions
to deliver high-quality development impact reporting to their stakeholders and facilitates EDFI consolidated
reporting on impact. Improved reporting makes EDFI members more accountable to their shareholders,

to providers of blending capital, and to private co-investors. In addition, because EDFI members engage in
significant co-financing, harmonisation relieves many EDFI clients of multiple reporting obligations.

> https://www.edfi.eu/news/edfi-adopts-harmonised-paris-alignment-approach/
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2. CORPORATE GOVERNANCE

2.1 SIFEM’S LEGAL FRAMEWORK

SIFEM’s role as the Swiss DFl is legally anchored in the following two Federal Ordinances:
» Ordinance on international development co-operation and humanitarian aid of 12 December 19774
» Ordinance on co-operation with Eastern European countries of 6 May 1992.°

As an Aktiengesellschaft (AG) formed under the Swiss Code of Obligations (SCO), SIFEM is subject to

Swiss commercial law. One exception was made with respect to taxation. Due to its public ownership and
developmental mandate, SIFEM is exempt from regular communal, cantonal and federal company taxes. This
was confirmed by the tax administration of the Canton of Bern in their ruling dated 16 March 2010. However,
since 1 July 2012 SIFEM is subject to stamp duties despite its developmental mandate.

2.2 CORPORATE STRUCTURE

The Board of SIFEM is responsible for investment decisions and other executive management tasks. In
accordance with its Organisational Regulations, the Board structure includes two committees: the Investment
Committee and the Audit Committee. Investment and divestment decisions are delegated to the Investment
Committee. The Audit Committee validates the valuations of SIFEM investments, reviews SIFEM’s financial
accounts and related matters, and liaises with the auditor. SIFEM’s sole employee is a part-time Board Secretary.

The management of SIFEM’s investment portfolio and its day-to-day operations have been delegated to Obviam,
an independent company specialised in impact investments in developing and emerging countries, through

a public tender process carried out in 2015. This facilitates the raising of third-party capital by Obviam, thus
fulfilling SIFEM’s objective of mobilising private investments for target countries, while shielding SIFEM and

the Swiss Confederation from Lliability risks. The contractual framework between SIFEM and Obviam is in line
with international best practice for private equity fund managers and respects the standards of the Swiss
Confederation.

The corporate structure of SIFEM ensures consistency with the principles of the corporate governance report of
the Federal Administration and constitutes a suitable vehicle for safeguarding, complementing, and capitalising
on the know-how and quality networks acquired over the past years in the area of risk capital for emerging
markets and developing economies.

4 Verordnung vom 12. Dezember 1977 Uber die internationale Entwicklungszusammenarbeit und humanitére Hilfe , SR 974.01
> Verordnung vom 6. Mai 1992 liber die Zusammenarbeit mit den Staaten Osteuropas, SR 974.11
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FIGURE 1: SIFEM CORPORATE STRUCTURE AND GOVERNANCE
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2.3 GOVERNANCE AND POLICY ACTIONS

In 2021, SIFEM's Board of Directors focused its attention on the implementation of the new set of strategic
objectives assigned to SIFEM by the Federal Council for the period 2021-24. In particular, the Board discussed the
operationalisation of the climate target assigned to SIFEM, including how to ensure the alignment of investments
with the objectives of the Paris Agreement, as well as the operationalisation of SIFEM's strategic objectives
related to social and economic inclusion. It also elaborated a list of operational definitions for the measurement
of strategic objectives, with a view to facilitate the monitoring and the verification of SIFEM’s achievements
against these objectives. The Board also reviewed and endorsed the new “Theory of Change” framework applying
to the 2021-24, which underpins all of SIFEM’s investments with the logic that financial intermediation plays a
pivotal role for private sector growth in developing countries and emerging markets.

Following up on the fruitful discussions held in 2020, SIFEM also signed a formal framework agreement with

the Swiss Development Cooperation (SDC) of the Ministry of Foreign Affairs regarding the creation of a partial
first-loss guarantee scheme financed by SDC and applicable to selected SIFEM high-risk investments, notably in
least developed countries (LDCs). This new “blended finance” instrument was first used in 2021 in the context of a
SIFEM loan to NMB Bank, a leading commercial bank in Nepal which provides financing to local small and medium
sized enterprises (SMEs).

The SIFEM Board also reviewed its different internal policies and procedures in 2021, including its specific conflict
of interest policy. The latter was carefully reviewed by the Board in June 2021, including the scope of conflict of
interests, disclosure requirements and related procedures. The Board of Directors takes the potential for conflicts
of interest very seriously. Before launching the public procurement process for the management of SIFEM, all
members signed a declaration indicating their rights and duties. Subsequently, two members declared conflicts

of interest and were not involved in the decision process. Regarding the latter procurement process, the deadline
for interested parties to submit tenders was set at 29 December 2021. The award decision will be made in the first
quarter of 2022, opening up a new chapter in the governance structure of SIFEM.
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In 2021, SIFEM’s Investment Committee held ten formal meetings to review investment proposals presented by
Obviam. Concept approval was granted for ten new proposals, allowing Obviam to conduct due diligence on these
deals and submit most of them to the Investment Committee for final approval. One new proposal was not granted
concept approval. Eight proposals were submitted following due diligence and all of them received final approval
from the Investment Committee. Compared to 2020, no specific “COVID-19 response” transaction was submitted

to the Investment Committee, reflecting the resilience of most existing partners in the face of the economic shock
following the COVID-19 related restrictions. However, as part of the proposals formally approved by the Investment
Committee, one of them came from a long-standing and trusted partner which was raising a new fund. Seven
transactions closed before year-end for a total of USD 84 million. For further details on the transactions closed during
the year, see Section 3.1.

The Audit Committee held five meetings in 2021 and examined a wide range of topics, from portfolio
performance and valuations to financial accounts, management accounts and budget, risk management, and
performance of the accountants, auditors and custodians. The Audit Committee recommended that the Board
approve SIFEM’s 2021 financial accounts. Ensuring that the portfolio is valued at fair market value was the
overarching topic and absorbed much time. Given the extraordinary circumstances of the COVID-19 crisis, the
Audit Committee paid particular attention to the impact of the crisis and of the recovery on the valuations.

2.4 SHORT BIOGRAPHIC PROFILES OF SIFEM BOARD MEMBERS

Jorg Frieden’s career at the Federal Department of Foreign Affairs, from 1986 to 2018, covered a broad range of
posts and responsibilities. He worked as coordinator in Mozambique, advisor for the World Bank in Washington,
and as Head of the Eastern and Southern Africa Section in Bern. Between 1999 and 2003, his professional career
took a sidestep to the Federal Office for Refugees where he held the position of Deputy Director. In 2003, he
returned to the Swiss Agency for Development and Cooperation (SDC) where he took up the position of Resident
Director of Development Programmes in Nepal. From 2008 to 2010, he was Deputy Director of the SDC and
headed the Global Cooperation Department. He was also an advisor to and representative of Federal Councillor
Micheline Calmy-Rey in the UN Commission on Sustainable Development. From 2011 to 2016, J6rg Frieden was
Executive Director of Switzerland at the World Bank Group, specifically at the International Finance Corporation
(IFC) and then Swiss Ambassador to Nepal until 2018. Jorg Frieden is also a board member of Helvetas, an NGO
working in the field of development cooperation based in Zurich, and member of the development commission
of the Canton of Fribourg. He has also recently been appointed to serve in an expert panel to assess the internal
evaluation function of the World Bank.

Susanne Grossmann has been active in private sector finance in emerging markets and developing economies
since 1999. From 2007-2014 she was Managing Partner at BTS Investment Advisors, a private equity fund advisor
for investments in non-Llisted Indian small- and mid-sized companies. Today, Ms. Grossmann manages the Dalyan
Foundation, a charitable foundation supporting women and children in India and Turkey. Since 2014, she has
also been a Managing Director at FinanceContact GmbH in charge of administering the SECO Start-Up Fund. She
serves as a member of the investment committee of Dreilinden GmbH in Hamburg, a company supporting social
acceptance of gender and sexual diversity.

Julia Balandina Jaquier has over 25 years of investment and strategic consulting experience, the last 16 of which
have been focused on impact investing. She has facilitated development of a broad range of mission-driven
investment programs and funds, acting in a principal capacity as well as a trusted adviser to major private,
institutional and sovereign investors. Julia Balandina Jaquier is the founder of KATALYST, the capacity-building
platform for families of wealth. She lectures/d on impact investment at IMD, St. Gallen University, Harvard,

Yale and CEIBS. She is an author of 2 books on impact investment and serves on (advisory) boards of Unilever,

14 Business & Financial Report SIFEM 2021



FORE Partnership and toniic 100. She is also a member of the Sustainability and Impact Steering Committee
of Kieger Asset Management in Zurich. Julia Balandina Jaquier started her career at McKinsey and subsequently
held senior positions at ABB Financial Services and AIG Global Investment Group, where she managed the AlG’s
European direct private equity business.

Geoff Burns has over 30 years of experience in private equity. He has his own private equity advisory business to
address specifically the challenges facing DFls in this sector. He has provided advice on all aspects of investing
to a number of bi- and multilateral DFls, including the Asian Development Bank, FMO, CDC and Norfund. He is a
board member of the Ascent Rift Valley private equity fund in Mauritius, of the SDG Frontier Fund in Brussels and
of Gebana AG in Zurich. He sits on the investment committee of various funds or investment structures active in
emerging markets (responsAbility, Africinvest, Ascent Rift Valley).

Kathryn Imboden is a Policy Advisor for the Consultative Group to Assist the Poor (CGAP), a research and

policy platform on financial inclusion housed at the World Bank. In this position, she focuses currently on the
engagement of global standard-setting bodies in financial inclusion. Following nearly twenty years with the
Swiss Agency for Development and Cooperation (SDC), where she led SDC’s macroeconomic and financial sector
work, she held financial sector policy related positions at Women’s World Banking, United Nations Capital
Development Fund, and the Aga Khan Foundation, before joining CGAP in 2007.

Angela de Wolff has been active in the financial sector for more than 20 years, with a focus on responsible
investment since 2001. She began her career as a consultant with Andersen Consulting and then held various
positions in private banks. Among other positions, she has led the sustainability team at Lombard Odier bank.
In 2007, she capitalised on her experience to create Conser, an independent firm specialised in responsible
investment. She is the co-founder of Sustainable Finance Geneva, a non-profit association which aims to
promote responsibility and sustainability in finance. She also sits on the Board of Directors of Société Générale
Private Banking (Suisse) SA, and of the Audemars-Watkins Foundation in Geneva. Angela de Wolff obtained a
Master’s in economics from Lausanne University in 1989. She became a Certified European Financial Analyst
(CEFA) in 2000.

Since 2012, Dr Dominique Biedermann has been a member of the Board of Directors of the Federation of Migros
Cooperatives and its Audit Committee, as well as Chairman of the Committee of Ethics and Deontology of the
University of Geneva. Also, he is member of the Board of Directors of the investment fund “Phitrust Active
Investors France” and of the Board of the relief and social organisation Caritas-Geneéve. He is a lecturer at the
University of Neuchatel and provides consulting mandates for different institutions. After receiving his PhD in
economics from the University of Geneva in 1989, he joined the Pension Fund of the Canton of Geneva (CPEG)

as deputy director and from 1994 to 1998 as CEO. In that function, he was co-founder of the Ethos Foundation
in 1997 and of the company Ethos Services in 2000, two institutions fully dedicated to the promotion of
sustainable investments. CEO of both organisations until 2015, he was subsequently Chairman of their Boards of
Directors from 2015 until June 2018.

* Regine Aeppli, who was a Member of the Board since 2017, stepped down at the SIFEM Annual General Meeting on 11 May 2021.
Dr Dominique Biedermann replaced Regine Aeppli.
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2.5 COMPENSATION REPORT

In 2021, the annual compensation for the entire SIFEM Board amounted to CHF 328,859, excluding social security
contributions.

The Chairman of the Board received a total gross compensation of CHF 54,000 in 2021. This consists of a base
compensation of CHF 30,000 for his role as Chairman of the Board and CHF 24,000 for his role as Chairman of
the Investment Committee.

Excluding the Chairman, the other six SIFEM Board Members received on average CHF 45,809 gross
compensation, including compensation for work in Board sub-committees.

The compensation of Obviam is determined by the terms of the Management Agreement.® Under this Agreement,
Obviam is compensated within a budget that is approved annually in advance by the Board. Obviam has
complied with the salary restrictions stated in the Management Agreement.’

The Board of SIFEM agreed to the annual budget proposed by Obviam for 2021 under the aforementioned
Management Agreement. For the year 2021, the budget for Obviam was CHF 8.4 million, excluding VAT
and accruals for variable compensation. The costs incurred under this budget amounted to CHF 8.3 million,
corresponding to 1.02 per cent of total active commitments. This is smaller than the previous year's ratio
(1.07 per cent) since the Swiss franc value of the total active commitments has actually increased in 2021.

¢ The wording of Clause 4.6 and 4.7 of the Management Agreement is as follows:

4.6.  SIFEM will pay the Manager an annual management fee (the “Management Fee”) equal to an amount agreed before the
end of the previous year by the Board and the Manager.

4.7  The amount of the Management Fee shall be calculated using an annual budget to be approved by the Board, consisting
of the expected human resource and other portfolio management expenditure directly attributable to the services
provided under this Agreement, and a pro-rata share of the general expenses (not directly attributable to any mandate)
of the Obviam Group. For the avoidance of doubt, the share of general expenses to be borne by SIFEM shall be calculated
in accordance with the pro-rata share of SIFEM’s active commitments against the total active commitments on all
mandates of the Obviam Group [...].In preparing the annual budget, the Manager shall take into account the fees to
be generated by engagements and mandates assigned to the Manager by any third party as well as the allocation of
costs to a plurality of engagements and mandates. SIFEM will pay the Portfolio Manager an annual management fee (the
“Management Fee”) equal to an amount agreed before the end of the previous year by the Board and the Portfolio
Manager.

7 The wording of Clause 4.17 of the Management Agreement is as follows:
4.17 The Manager undertakes to ensure that in the Obviam Group the proportion of the highest individual fixed salary which
results from this Agreement does not exceed salary class 32 of the Swiss Confederation. For the avoidance of doubt, this
shall include any residence allowance and pension treatment that an employee of the Swiss Confederation earning salary

class 32 would be entitled to.
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As per the Management Agreement, the Board may decide to allocate a variable compensation element

to Obviam based on performance against pre-defined objectives.® The Board fixed the annual, short-term
component of the incentive scheme for 2021 at 5.5 per cent of the overall fixed salary cost.’ As regards the long-
term component of the incentive scheme covering the period 2018-20, which is tied to performance against the
SIFEM strategic objectives, it was disbursed in April 2021 following an external verification of the achievements
against the strategic objectives. The total management costs, including VAT, bonus payments and accruals for
the financial year 2021 amounted to CHF 9.7 million (2020: CHF 9.9 million)

SIFEM’s administrative and management-related operating costs include the compensation of the Board, the
compensation of Obviam, and the expenses for administration, custodian, and other administrative expenses. In
2021, these costs amounted to CHF 11.0 million (2020: CHF 11.2 million). This corresponds to 1.35 per cent of
the total active commitments of SIFEM, which is below the cap of 1.5 per cent defined by the Federal Council.
The corresponding 2020 figure was 1.44 per cent. When other operative costs — not related to the management
of SIFEM - are added?, SIFEM’s total operative costs reached CHF 11.4 million in 2021, or 1.40% of total active
commitments (2020: CHF 11.4 million).

8 The wording of Clauses 4.9 to 4.11 of the Management Agreement is as follows:

49  The Board will allocate a performance bonus (the “Performance Bonus”) equal to an amount up to twenty (20) Percent
of the annual fixed salary costs indicated in the annual budget prepared in accordance with Clause 4.7 of this Agreement
for the year in question. The objectives to be attained by the Manager shall be specified yearly by the Board and agreed
with the Manager in the framework of the yearly budget process.

4.10 One third of such Performance Bonus shall be disbursed annually to the Manager at the beginning of the year following
the year in question (the “Immediate Bonus”) depending on the progress made in a given year in attaining objectives
specified annually in advance by the Board according to the operational objectives set out in the Supervision and
Controlling Concept agreed between SIFEM and the Swiss Confederation.

4.11  Two thirds of such Performance Bonus shall be disbursed to a blocked account at the beginning of the year following
the year in question (the “Retained Bonus”). Such Retained Bonus payments shall be retained on the blocked account,
with the total amount on the blocked account to be disbursed to the Manager at the beginning of the year following the
expiry of the strategic objectives, depending on the progress made in attaining the objectives specified in advance by
the Board in line with the strategic objectives. For the avoidance of doubt, any undisbursed amount remaining on the
blocked account after such period due to non- or partial fulfilment of the agreed objectives shall be returned to SIFEM.

 This corresponds to the achievement of 90% of the annual targets set by the SIFEM Board.

0 As can be seen from the presentation of SIFEM’s financial statements, another item (“other operating result”) is added to the
operating costs. This specific item includes costs which are not administrative or management-related per se, but are linked to
SIFEM’s investment operations: they cover fees and interest costs charged to SIFEM when joining funds at subsequent closings.
Since such fees are charged outside the commitment contribution, they are treated as other operating expenses in SIFEM’s
accounting system.
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3. PERFORMANCE OF THE INVESTMENT
PORTFOLIO"

3.1 NEW INVESTMENTS

In 2021, SIFEM made seven new investments totalling USD 84 million. The new commitments include three
investments in private equity funds, one investment in a mezzanine fund, one investment in a debt fund, and
two loans to financial institutions. In terms of geography, the private equity funds will undertake investments
in India, Africa, and Southeast Asia, the mezzanine fund will invest in Africa, and the debt fund around fifty-fifty
across Africa and Asia. A loan was extended to a microfinance institution in Tajikistan and another loan to a
commercial bank in Nepal. The latter marks the beginning of a new type of cooperation between SIFEM and the
Swiss Agency for Development and Cooperation (SDC). The two partners have jointly elaborated a cooperation
framework which allows for a first loss guarantee that would be borne by the SDC. The second year in a row,
SIFEM has been able to fully play its counter-cyclical role in the face of the global COVID-19 crisis and has
continued to invest with a long-term view despite the short-term uncertainties associated with crisis.

The new portfolio positions are as follows:

The Aavishkaar India Fund (AIF) VI is a private equity fund that invests in small to mid-cap companies across
India, primarily in the financial inclusion, sustainable agriculture, and essential services sectors. The Fund will
largely follow a similar strategy as its five predecessor funds by investing in around ten to twelve companies,
with the objective to provide growth capital to support businesses that target low- and middle-income
consumers and households. The Fund is managed by Aavishkaar Capital, a leading fund manager with a strong
track record of investments targeting the poorest populations in India. SIFEM’s investment is expected to
contribute to long-term private sector growth but also to provide much needed risk capital to help businesses
weather the difficult economic environment resulting from the COVID-19 pandemic.

IMON International is Tajikistan’s largest deposit-taking microfinance institution (MFI) and the country’s fourth
largest financial institution in terms of borrowers, total assets, and gross loan portfolio. This transaction is an
opportunity for SIFEM to support access to credit for micro and small businesses in Tajikistan, a SIFEM priority
country. Also, this is SIFEM’s third direct debt investment in local currency. As such, SIFEM’s loan will protect
IMON International as well as end-borrowers from foreign exchange exposures. In addition, the loan will provide
IMON with more flexibility to offer longer-term loans to its customers.

LMFCF is a closed-ended debt fund, dedicated to providing debt facilities to early and mid-stage fintech
companies across Africa (50%) and Asia (50%). LMFCF will focus on fintech companies that supply credit, working
capital, remittances, and payment solutions to MSMEs and, to a lesser extent, to consumers, filling a market

gap left by traditional debt providers. It is expected that 95% of the Fund will be allocated to SIFEM eligible
countries. The COVID-19 pandemic and its ensuing economic uncertainty has negatively affected investments

in the fintech sector. Access to funding has become more difficult for early to mid-stage fintech companies in
frontier and emerging markets. SIFEM’s investment in LMFCF addresses this financing gap and can help drive
financial innovation in this sector as well as promote access to finance for MSMEs as well as for unbanked and
underbanked populations.

1 Note: ALl numbers related to the investment portfolio are declared in SIFEM’s functional currency USD
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Metier Sustainable Capital Fund Il (MSCF Il) is focused on climate mitigation through investments in grid-tied
and distributed renewable energy generation and resource efficiency. The Fund’s geographic focus is on Africa
and at least 60% of commitments are expected in SIFEM priority countries. The Fund will report on renewable
energy output, Green House Gas (GHG) emissions reductions, and other environmental and social metrics. The
Fund has already made three investments, including a rooftop solar energy company in Southern Africa, a grid-
tied river hydroelectric project development in Kenya, and a resource efficiency company focused on hybrid
power systems, servicing telecom towers in Gabon and Nigeria.

The Navis VIl Cambodia Laos Myanmar Vietnam (CLMV) Sub-Fund will co-invest in well-established, mid-market
companies across its designated target countries. Whilst the larger Parent Fund (Navis Fund VIII) primarily
focuses on geographies across Southeast Asia and Oceania, the Sub-Fund will primarily invest in the SIFEM
priority countries Cambodia, Laos and Vietnam. Over 50% of the capital is expected to be invested in Vietnam,
and the remaining capital allocated to Cambodia and Laos (investments in Myanmar are on hold due to the
current political context). The investments will focus on generalist yet competitive sectors, including education,
healthcare, consumer goods and retail, as well as financial services.

NMB Bank Limited is one of the leading commercial banks in Nepal. The bank operates in all of the country’s
provinces through 163 branches and serves around 30,000 borrowers and one million depositors. NMB offers

a wide range of financial services, including corporate banking, retail banking, cash management, remittances,
trade finance and wealth management. Over the past years, NMB Bank Limited has had steady portfolio growth
and shown resilience amid a challenging operating environment. SIFEM’s loan to NMB Bank Limited will give the
Bank greater flexibility to provide long-term financing to micro, small and medium-sized enterprises (MSMEs).
This investment is also a pilot project for a new type of cooperation between SIFEM and the Swiss Agency for
Development and Cooperation (SDC). The two partners have jointly elaborated a cooperation framework which
allows for a first loss guarantee of up to 30% provided to SIFEM by SDC.

Vantage Mezzanine Fund IV is a Pan-African generalist mezzanine fund targeting USD 350 million in
commitments. Managed by Vantage Capital, the Fund aims to provide tailored financing solutions to companies
via its mezzanine instrument, a product combining characteristics of both debt and equity. A mezzanine
financing solution is attractive to entrepreneurs that are facing liquidity issues or are looking for patient
capital to finance their growth. The Fund will have potential exposure to healthcare, manufacturing, and
telecommunications. SIFEM committed ZAR 70 million to be invested in Southern Africa and USD 10.5 million
to be invested in the rest of Africa. Vantage Capital is a repeat SIFEM partner as SIFEM committed in the past to
Vantage Mezzanine Fund | and Vantage Mezzanine Fund Il
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3.2 PORTFOLIO CONSTRUCTION

SIFEM’s portfolio has developed over a period of two decades, with the first investments by SECO dating back to
1997.22 Since its inception, SIFEM has committed USD 1,217.3 million to 155 projects across Africa, Asia, Eastern
Europe and Latin America.

During 2021, capital commitments to Africa and Global projects have increased compared to 2020, while the

relative share of projects in Asia and Latin America have decreased.

SIFEM CAPITAL COMMITMENTS BY GEOGRAPHY AND FOCUS AS OF 31 DECEMBER 2021**

Figure 2 Figure 3
B Africa 35% ‘ Growth Capital Funds 60 %
Asia 33% Other Financial Intermediaries 13%
B LATAM 16% Current Income Funds 16%
B Global 10% B Microfinance 8%

CEE & CIS7% B Infrastructure Funds 3 %

The portfolio consists primarily of private equity funds investing in growth companies and SMEs (60 per cent),
infrastructure (3 per cent) and current income funds (16 per cent). Investments in microfinance comprise 8 per
cent and other financial intermediaries 13 per cent of the portfolio, which represents a slight increase compared
to the previous year.

Across these different instruments, 36.7 per cent of the total portfolio consists of current income earning assets,
while the remaining 63.3 per cent consists of equity and quasi-equity instruments.

As of 30 June 2021, SIFEM had invested directly and indirectly in over 550 companies in over 80 countries. The
ten countries with the largest financial exposures account for 53 per cent of the total invested capital.

2 |Investments made between 1997 and 2005 were transferred to SIFEM.
3 The CEE & CIS region includes Southern & Eastern European countries as well as the Ukraine.
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SIFEM UNDERLYING PORTFOLIO ALLOCATION AS OF 30 JUNE 2021

LARGEST COUNTRY LARGEST COUNTRY
EXPOSURES BY INVESTED EXPOSURES BY NUMBER
CAPITAL OF COMPANIES
Figure 4 Figure 5
B India 9% B India, 76
Kenya 8% B Kenya, 44
B indonesia 5% South Africa, 22
' B Peru5% ) & B indonesia, 15
M Nigeria 4% M Colombia, 15
Colombia 4% Cambodia, 14
South Africa 4% Peru, 12
Mongolia 3% B Vietnam, 10
M Vietnam 3% B Mongolia, 6
B Other47% B Other, 310

LARGEST INVESTED CAPITAL EXPOSURE PER SECTOR

Figure 6
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Financial intermediation 42%
Energy and water supply 11%
Healthcare 8%

Consumer goods 8%
Industrial services 7%
Consumer services 6%

Agriculture, fishing and forestry 4%
Education 4%

Technology 3%

Communications 2%

Industrial goods 2%

Basic materials, 1%

Construction 1%

LARGEST EXPOSURE PER SECTOR BY NUMBER OF
COMPANIES

Figure 7
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SIFEM had invested directly and indirectly in 158 entities in the financial sector as of 30 June 2021;
approximately 80 of these companies are active in the microfinance sector.

Industrial services, 35
Technology, 34
Education, 20
Industrial goods, 11
Communications, 10
Construction, 9

Basic materials, 6

Financial intermediation, 158
Energy and water supply, 91
Healthcare, 54

Consumer goods, 42

Consumer services, 41

Agriculture, fishing and forestry, 37

3.3 VALUATION

SIFEM’s 2021 financial statements were independently audited by early March 2022, in accordance with the re-
quirements of the shareholder, so that they could be consolidated in the Swiss Confederation’s accounts. However,
this timeline did not allow sufficient time to obtain and integrate the audited accounts of all portfolio companies.
Hence, SIFEM has used the latest available valuations (as of September 2021) and rolled them forward to the
year-end. This methodology was accepted by the auditors and any differences are not expected to be material.
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Millions USD

Millions USD

3.4 EVOLUTION OF KEY PERFORMANCE INDICATORS

As of 31 December 2021, SIFEM’s total active commitments amounted to USD 894.5 million. The residual value
of SIFEM’s investment portfolio amounted to USD 432.2 million, a net increase of USD 12.2 million or 2.9 per
cent compared to 31 December 2020. Changes in the portfolio value are driven by (i) fluctuations in the value of
the underlying investments, which continued to be impacted by the COVID-19 pandemic in 2021, (ii) the inflows
and outflows of cash generated by new investments, and (iii) realisations of investments.

FIGURE 8: SIFEM PORTFOLIO RESIDUAL VALUE SINCE INCEPTION*
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Since inception, USD 971.8 million has been paid into the SIFEM investment portfolio, and the portfolio has gen-
erated reflows totalling USD 772.7 million. During the same period, the cumulative net cash outflow amounts to
USD 199.1 million, which can be explained by a combination of an expanding portfolio, the long-term nature of
patient capital investments, and the continued slow exit environment in emerging markets.

FIGURE 9: SIFEM CUMULATIVE CASH FLOWS

CUMULATIVE CASH FLOWS IN USDm
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* Historical performance values are reported as of the period end date and do not represent a year-over-year view due
to the valuation policy.
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As of 31 December 2021, the Internal Rate of Return (IRR) of the SIFEM portfolio was 5.77 per cent. The IRR is a
measure to show the historical profitability of assets. On the one hand, it refers to the current fair value of the
portfolio and, on the other hand, it includes all historical cash flows in its calculation. In a growing portfolio, i.e.
where new investments tend to exceed divestments, the so-called “J-curve-effect” plays an important role: typ-
ically, the upfront costs incurred with new investments added to the portfolio will only be offset by the growth
valuation of these investments after several years. The increase observed in 2021 compared to 2020, however,
can be largely explained to some degree by a reversal of the consequence of the COVID-19 pandemic, which
impacted the value of the investment portfolio significantly in 2020.

FIGURE 10: SIFEM TOTAL PORTFOLIO IRR & MULTIPLE SINCE INCEPTION

20% 2.0
1.8
15% 1.6
1.4
10% 2 12
= 1.0
5% ; 0.8
0.6 .
0% . . . . . . 04 Multiple
02 M IRR
5% ... . . . . e 0.0
o~ M < A O ~ o] ()] o ~ o~ sl < Cal O ~ (o] (o) o ~—
9 @ < 92 9 << v ¢+ T T T T q
¢ 2 & © 8 % & €& ¥ © © ¥ ®© © ¥ B © © °
a ()] () [a) o (=] () [a) [a] [a)] a ()] o [a)] o o [a] ()] a a

3.5 CURRENCY EFFECTS

Fluctuations in foreign currency continue to affect the performance of the SIFEM portfolio in two ways: first, the
investee companies of the private equity funds operate in local currency environments that affect their performance,
since the funds themselves are mostly denominated in USD and to a certain degree in Euro, South African Rand or
Chinese Yuan; and second, the non-USD fund denomination currencies - namely Euro, Rand and Yuan - affect the
portfolio performance once they are converted into USD, SIFEM’s operational currency. Exchange rate effects of these

fund investments are not reported separately in SIFEM’s financial statements, since they are incurred directly at the
level of the investee funds’ valuations.

In order to reduce this impact, the SIFEM Board decided to optimise currency management by (i) reducing cash
holdings in the main fund denomination currencies other than USD (i.e. Euro, Rand, Yuan), and (ii) hedging SIFEM’s
Euro exposure by entering into currency forward contracts to the amount of SIFEM'’s total Euro exposure (consisting

of Euro debt investments, treasury cash holdings, and estimated cash holdings in the underlying Euro-denominated
private equity funds).
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4. RISK MANAGEMENT

As per December 2021, the breakdown of the SIFEM portfolio in terms of investments per risk category is as

follows:

FIGURE 11: NUMBER OF SIFEM INVESTMENTS PER RISK CATEGORY AS OF DECEMBER 2020

21

Very low risk 16 16%

Low risk 10 10% : 11
High risk 10 10% : 17
Very high risk 29 29% 2%

Note: The percentages in the table have been rounded and therefore may not add up to 100 per cent.

The largest concentration of investments remains in the moderate risk category. These are mainly investments
that perform according to expectations or are too recent to exhibit a significant deviation from their initial risk

score (which is typically “moderate risk”).

For the most part, projects in the high or very high risk categories either do not meet the expected performance

or their risk score is affected by a higher macroeconomic and market risk, as an inherent result of SIFEM’s

development mandate. Investments in the low risk or very low risk categories are primarily projects that exceed

their expected performance.

Over the past year, the proportion of the high risk as well as the very low risk projects has increased. The number
of projects with low risk has remained relatively stable, while the concentration of very high and moderate risk

projects decreased.

A more comprehensive review of SIFEM’s Portfolio Risk can be found in Annex 2 of this report.
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5. FINANCIAL RESULTS

5.1 SIFEM RESULT FOR 2021

The global economic downturn triggered by the COVID-19 pandemic in 2020 reversed in most countries during
2021, supported by massive stimulus measures by central banks and fiscal measures by governments. SIFEM’s
results were again affected by these global economic fluctuations, but this time in the positive sense. Due to a
broad-based increase in asset prices, the value of SIFEM’s residual investment portfolio could be written up by
CHF 13.7 million. At the same time, the loss allowances for distressed debt investments was reduced by CHF 0.5
million, reflecting a slight improvement of the credit quality of SIFEM’s debt portfolio. Overall, SIFEM booked a
net gain from investment activities of CHF 51.7 million (see figure 12 below), or a return on total assets of 12.6
per cent for the year 2021. This compares to a loss from investment activities of CHF 17.2 million in the previous
year.

Interest income from SIFEM’s debt investments slightly increased (from CHF 7.6 million in 2020 to CHF 7.8
million in 2021), but did not yet reach its pre-pandemic level since various forbearance measures applied by
Obviam were still in place during 2020 which allowed SIFEM’s creditors to defer interest payments for a certain
time until economic recovery takes hold.

With CHF 27.9 million, income from realised equity investments is significantly higher compared to the previous
years (up from CHF 8.5 million in 2020 and CHF 14.5 million in 2019).

Total operating costs and other operating expenses'> amounted to CHF 11.4 million, the same amount as in the
previous year despite a growing portfolio. This results in a net operating gain of CHF 40.3 million compared to a
net operating loss of CHF 28.6 million in 2020, all translated from SIFEM’s operating currency USD to CHF.

The financial income and expenses remain an insignificant part of SIFEM’s results since the company has no
corporate debt to serve and is not exposed to currency effects on its balance sheet (outside its investment
portfolio). Hence, the gain of the year is only marginally different from the operating gain of CHF 40.3 million,
once translated from USD to CHF.

When factoring in these translation effects from SIFEM’s functional currency USD to the presentation currency
CHF (CHF 17.9 million), the total comprehensive gain in 2021 amounts to CHF 58.1 million. It should be noted,
however, that this is a pure translation effect, which does neither reflect the actual operational nor the actual
financial performance of SIFEM.

SIFEM still holds substantial amounts of cash for covering its unfunded commitments of CHF 235.5 million.
These unfunded commitments do not exceed cash holdings of CHF 272.9 million, however. Hence, SIFEM is not
over-committed at year-end (currently, the allowed maximum over-commitment ratio is at 6 per cent.)

5.2 NOTES ON SIFEM RESULTS UNDER IFRS ACCOUNTING

Since more than 75 per cent of SIFEM investments are denominated in USD, the US Dollar plays a prominent
role in measuring SIFEM’s investment performance and in preparing its accounts. In compliance with the
requirements of IFRS, the US Dollar was therefore determined to be SIFEM’s functional currency for both its
accounting and its performance measurement. All CHF figures provided in this report and in the accounts are
translated from the underlying US Dollar accounts.

15 Predominantly composed of fees and interest costs linked to investments (subsequent closings) and stamp duties.
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FIGURE 12: BREAKDOWN OF TOTAL COMPREHENSIVE PROFIT AND LOSS 2021
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26 Business & Financial Report SIFEM 2021

o

|




IFRS specifies the use of fair market valuation of the investment portfolio. Thereby, IFRS mirrors the movements
in the unrealised value of SIFEM’s portfolio investments more transparently than the reporting under the

Swiss Code of Obligations (SCO), and the operating result reflects well the performance of SIFEM’s investment
activities.

No significant changes in accounting standards occurred since the last reporting period.

5.3 NOTES ON SIFEM RESULTS UNDER SCO ACCOUNTING

Although SIFEM has adopted IFRS, reporting under SCO accounting standards continues in parallel, primarily
for compliance and statutory purposes. Indeed as a public company operating under Swiss private law, SIFEM
is required to report under SCO accounting standards. Under SCO accounting rules, SIFEM recorded net profit
before translation of CHF 24.5 million in 2021.

The SCO accounting standards require SIFEM to hold the investment portfolio at values considerably below fair
market valuations, which is more conservative but also less accurate. Since the appreciation of investments

is recognised only at the time of realisation, a temporary understatement of the performance of SIFEM’s
investment assets typically is reflected in the SCO statements.

5.4 FINAL REMARKS

The economies around the world have strongly rebounded over 2021 but at an uneven pace. In countries, where
vaccination rates are still low, the return to pre-pandemic business operations may be delayed. Also, when

the various monetary and fiscal stimulus measures are rolled back in 2022, the markets may experience some
downward adjustments to valuations, which are currently being considered as exuberant. Such adjustments may
also negatively affect SIFEM’s portfolio valuations in 2022 since many of those valuations are based on market
comparables. Whether the rebound of the global real economy can off-set such potential losses remains to be
seen.
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AUDITOR'S REPORT
To the Board of Directors of

SIFEM AG, Bern
Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of SIFEM AG, which comprise the statement of financial
position as at 31 December 2021 and the statement of comprehensive income, statement of changes
in equity and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion the accompanying financial statements give a true and fair view of the financial posi-
tion of the Company as at 31 December 2021 and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with the International Standards on Auditing (ISAs) and Swiss
Auditing Standards. Our responsibilities under those provisions and standards are further described
in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.

We are independent of SIFEM AG in accordance with the provisions of Swiss law and the require-
ments of the Swiss audit profession, as well as the IESBA Code of Ethics for Professional Account-
ants, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Other Information in the Annual Report

The Board of Directors is responsible for the other information in the annual report. The other infor-
mation comprises all information included in the annual report, but does not include the financial
statements and our auditor’s reports thereon.

Our opinion on the financial statements does not cover the other information in the annual report
and we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other in-
formation in the annual report and, in doing so, consider whether the other information is materi-
ally inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

Responsibility of the Board of Directors for the Financial Statements

The Board of Directors is responsible for the preparation of the financial statements that give a true
and fair view in accordance with IFRS, and for such internal control as the Board of Directors deter-
mines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the Com-
pany’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Board of Directors either intends
to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

BDO Ltd, a limited company under Swiss law, incorporated in Zurich, forms part of the international BDO Network of independent member firms.
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IBDO

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs and Swiss Auditing Standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influ-
ence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located at
the website of EXPERTsuisse: http://expertsuisse.ch/en/audit-report-for-public-companies. This
description forms part of our auditor’s report.

Zurich, 4 March 2022

BDO Ltd

Franco A. Straub Noél Brandle

Auditor in Charge
Licensed Audit Expert Licensed Audit Expert
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STATEMENT OF FINANCIAL POSITION

NOTE 31.12.2021 31.12.2020

in ‘000 CHF

ASSETS

Cash and cash equivalents 6 272,939 ¢ 209,921
Derivative financial assets held for risk management 7 12,405 13,550
Other receivables, prepayments and accrued income 8 4,484 6,518
Total current assets 289,828 229,989
Equity instruments 9 289,430 266,442
Debt instruments 9 104,391 104,592
Derivative financial assets held for risk management 7 16,532 15,911
Total non-current assets 410,353 386,945
Total assets 700,181 616,934

LIABILITIES AND EQUITY

Derivative financial liabilities held for risk management 7 12,672 13,499
Other liabilities and accrued expenses 1,324 2,686
Total current liabilities 13,996 16,185
Derivative financial liabilities held for risk management 7 14,251 16,666
Total non-current liabilities 14,251 16,666
Total liabilities 28,247 32,851
Share capital : 654,444 : 624,444
Capital reserve (additionally paid in capital) 84,701 84,701
Legal reserve 1,096 : 1,096

Translation reserve 3 -29,942 -47.820
Retained earnings / accumulated losses -38,365 -78,338
Total equity 10 671,934 584,083
Total liabilities and equity 700,181 616,934
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STATEMENT OF PROFIT OR LOSS

NOTE

2021

2020

in ‘000 CHF
Interest income 11 7774 7,608
Dividend income : 162 394
Income from realised gains on investments 19 27,858 8,454
Revenue from advisory services : 12 21
Net income from derivative financial instruments
held for risk management 14 2,342 -2,371
Net foreign exchange gain/-loss on cash and cash
equivalents and direct debt investments 15 -664 878
Net changes in fair value of investments at fair ' :
value through profit or loss 16 13,695 -27958
Loss allowance on financial instruments 18 539 -4,272
Net operating income/-loss 51,718 -17,246
Investment management costs 12 -9,720 -9,928
Administration and custodian fees 13 -380 -429
Personnel expenses - -420 -399
Administration expenses -403 -393
Advertising expenses -88 -91
Other operating result -434 : -133
Operating result 40,273 -28,619
Financial income 17 1 5
Financial expense 17 -1 -2
Profit/-loss for the period 40,273 -28,616
Other comprehensive income:
Currency translation effect from translation to
presentation currency 3 17,878 -55,682
Total comprehensive income 58151 -84,298
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STATEMENT OF CHANGES IN EQUITY
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in '000 CHF
Balance at 31 December 2019 584444 84701 1096 7862 -49322 628,781
Total comprehensive income for the period
Loss for the year 28616 -28616
Currency translation effect from :
translation to presentation currency ; -55,682 g -55,682
Total comprehensive income for the period 0 0 0 -55,682 -28,616 -84,297
Transactions with owners of the Company,
recognised directly in equity
Issue of ordinary shares 40,000 40,000
Transaction costs in connection with
transactions with owners of the Company -400 -400
Other capital contributions
Total transactions with owners of the Company 40,000 0 0 0 -400 39,600
Balance at 31 December 2020 624,444 . 84,701 1,096 : -47820: -78,338 | 584,083
Total comprehensive income for the period
Profit for the year 40,273 40,273
Currency translation effect from translation to :
presentation currency 17,878 : 17,878
Total comprehensive income for the period 17,878 | 40,273 58,151
Transactions with owners of the Company,
recognised directly in equity
Issue of ordinary shares 30,000 30,000
Transaction costs in connection with transac-
tions with owners of the Company -300 -300
Other capital contributions
Total transactions with owners of the Company 30,000 0 0 0 -300 29,700
Balance at 31 December 2021 654,444 : 84,701 1,096 i -29942 i -38,365: 671,934
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STATEMENT OF CASH FLOWS

NOTE

in'000 CHF

CASH FLOW FROM OPERATING ACTIVITIES

2021

2020

Profit/-loss for the period 40,273 -28616
Adjustments for: .
Interest income 11 -7,774 -7,608
Dividend : -162 -394
Income from realised gains on investments -27,858 -8,454
Net foreign exchange gain/-loss 664 -881
Net income from derivative financial
instruments held for risk management 426 1,608
Changes in fair value of investments at fair
value through profit or loss -14,234 32,230
Changes in:
Derivative financial instruments held for risk
management -2,768 825
Other receivables, prepayments and accrued income 3,764 ; -1,248
Other liabilities and accrued expenses -1,459 1,347
Purchase of investments -70,617 -65,048
Proceeds from sale of investments 72,566 34,323
Interest received 4,700 7,121
Dividend / other investment income received 162 : 394
Income from realised gains on Investments received 27,858 8,454
Proceeds from sale of derivative financial instruments 1,142 -1,121
Net cash flow from operating activities 26,683 -27,068
Net cash flow from investing activities 0 0
Proceeds from issue of share capital 29,700 39,600
Net cash from financing activities 29,700 39,600
Net increase /-decrease in cash and cash equivalents 56,383 12,532
Cash and cash equivalents at 1 January 6 209,921 217,211
Effect of movements in exchange rates on
cash and cash equivalents 6,635 -19,822
Cash and cash equivalents at 31 December 6 272,939 . 209,921
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NOTES TO THE FINANCIAL STATEMENTS

1 REPORTINGENTITY

SIFEM AG - Swiss Investment Fund for Emerging Markets (“SIFEM” or the “Company”) is a company domiciled in
Switzerland. The address of the entity’s registered office is at c/o Obviam AG, Helvetiastrasse 17, 3005 Bern. The
Company’s shares are fully owned by the Swiss Government.

SIFEM is the Development Finance Institution (DFI) of Switzerland. It provides financing to small- and medi-
um-sized enterprises (SMEs), primarily through private equity or mezzanine funds, but also direct debt invest-
ments in financial intermediaries and loans to pooled investment vehicles, with the objective of generating
development impact in line with best practise environmental, social and governance principles.

Both, the investment activities and the daily business administration of the Company are delegated to Obviam
AG (“Obviam” or the “Manager”), a specialised emerging market investment management company incorporated
in Switzerland, acting as Portfolio Manager and Business Manager.

2 BASIS OF PREPARATION

Statement of compliance

These financial statements have been prepared for the year ended 31 December 2021 in accordance with
International Financial Reporting Standards (IFRS) - in addition to the statutory financial statements which are
prepared in accordance with the Swiss Code of Obligation (CO).

These financial statements were authorised for issue by the Board of Directors on 4" of March 2022.

Basis of measurement

These financial statements have been prepared on the basis of historical cost except for financial instruments
(equity- and debt instruments as well as derivative financial assets and liabilities held for risk management),
which are measured at fair value.

Functional and presentation currency
These financial statements are presented in Swiss Francs (CHF). The functional currency of the Company is US
Dollar (USD). All amounts presented in Swiss Francs were rounded to the nearest thousand.

3 SIGNIFICANT ACCOUNTING POLICIES

SIFEM has consistently applied the accounting policies as set out below in periods presented in these financial
statements.

Foreign currency

Transactions in foreign currencies are translated into USD at the exchange rate at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies are translated into USD at the exchange rate
at the reporting date. Non-monetary assets and liabilities in foreign currencies that are measured at fair value
are translated into USD at the exchange rate at the date when the fair value was determined.

Foreign currency differences arising on translation are recognised in profit or loss as net foreign exchange gain /
loss, except for those arising on financial instruments at fair value through profit or loss, which are recognised as
a component of net changes in fair value of investments at fair value through profit or loss.

For the translation to the presentation currency all assets and liabilities are translated at the exchange rate at
the balance sheet date. All equity items other than the profit or loss for the year are translated to the presenta-

tion currency at the historical exchange rate. Income, expenses and cash flows are translated using the average
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exchange rate of the respective reporting period. The exchange differences on translating balance sheets and
income statements are recognised as a separate line item in the Statement of profit or loss. Exchange differenc-
es on translating cash, cash equivalents and related cash flows are separately disclosed in the cash flow state-
ment as exchange effect on cash and cash equivalents.

The following exchange rates were applied:

2021 | 2020

Balance sheet rate Average rate Balance sheet rate Average rate
USD/CHF ) 1.097514 ) 1.086575 ) 1.131286 ) 1.044576
USD/CNY ) 0.156903 ) 0.154612 ) 0.152910 ) 0.143968
CHF/USD 0.911150 0.920323 0.883950 0.957326

Note: The rise of the USD, as the functional currency of the Company, against the CHF, as the presentation cur-
rency of the Company, has resulted in the positive comprehensive income for the year.

Cash and cash equivalents

Cash and cash equivalents comprise non-restricted cash deposits with maturities of three months or less from
the acquisition date. Cash and cash equivalents are subject to an insignificant risk of changes in the fair value,
and are used to cover the Company’s short-term commitments.

Derivative financial instruments held for risk management

Derivative financial instruments held for risk management comprise foreign exchange forward contracts and are
initially recognised at fair value, with any directly attributable transaction costs recognised directly in profit or
loss. Subsequent to initial recognition, derivative financial instruments held for risk management are measured
at fair value, with changes in fair value generally recognised in profit or loss.

SIFEM uses derivative financial instruments solely to economically hedge its exposure to foreign exchange rate
risks arising from operating activities. SIFEM does not hold or issue derivative financial instruments for trading
purposes.

Financial instruments
On initial recognition, a financial asset is classified as measured at either “fair value through profit or loss” (FVT-
PL), “fair value through other comprehensive income” (FVOCI) or at “amortised cost”.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated

as at FVTPL:

- the asset is held within a business model whose objective is to hold assets to collect contractual cash flows;
and

- the contractual terms of the financial asset give rise on specified dates to cash flows that are Solely Payment
of Principal and Interest (SPPI).

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated

as at FVTPL:

- the asset is held within a business model whose objective is achieved by both collecting contractual cash flows
and selling financial assets; and

- the contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI.

On initial recognition of an equity instrument that is not held for trading, the Company may irrevocably elect to
present subsequent changes in fair value in OCI. This election is made on an investment-by-investment basis.

All other financial assets are classified as measured at FVTPL.
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The Manager determines the classification of financial assets at the time of acquisition. Trade date accounting is
applied for routine purchases and sales of financial assets. Financial assets at FVTPL are recognised initially at
fair value plus transaction costs that are directly attributable to their acquisition. The Company and its subsidiary
meet the cr