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Emprende
Chile

At the service of
Mmicroentrepreneurs

Emprende \vas the first Chilean
microfinance institution focusing
exclusively on supporting productive
and commercial activities on the

part of low-income segments. It is
committed to financial education and
micro-insurance policies for small

businesspeople.

Emprende Microfinanzas S.A. (Emprende)
is an organization that specializes in finan-
cing Chile’s vulnerable entrepreneurs, with
the aim of promoting their economic and
social development by providing products
and services that are tailored to the particu-
lar needs of this segment of the population.
The institution is over 30 years old, initially
existing as a savings and loan cooperative,
and since 2009 as a member of the BBVA
Microfinance Foundation.

Emprende was a microcredit pioneer in
Chile. It was the first Chilean microfinance
institution focusing exclusively on supporting
productive and commercial activities on the
part of low-income segments. It is a non-
profit, social responsibility institution. Its aim

is to contribute to sustainable progress for the
country’s vulnerable entrepreneurs through
Responsible Productive Finance.

In 2016, Emprende signed agreements with
the municipalities of Lo Prado, Pudahuel,
Cerro Navia and Estacion Central, through
its productive development corporations.

In November 2016, it agreed to take part in
the Financial Services in Business Develop-
ment Centers Program, Sercotec. This net-
work of centers operates as part of Chile’s
Ministry of Economy, Development & Tour-
ism and was set up as part of the arrange-
ment between the governments of Chile and
the United States to promote enterprise and
growth on the part of SMEs. The Business
Development Centers have the purpose
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of contributing towards increased private
sector productivity and sustainability.

The program also includes financial edu-
cation and microinsurance policies designed
for small businesspeople.

Emprende was a
microcredit pioneer

in Chile, and exists to
support the economic
and social development
of vulnerable
entrepreneurs.

Emp Ciile . ’

In 2016, it granted loans to over 11,000
entrepreneurs, of whom more than 58%
are women. With a loan portfolio of nearly
USD 15 million, it has a presence in six of
the country’s regions (Valparaiso, Metro-
politana de Santiago, O’Higgins, Maule, Bio
Bio and Araucania), employing 163 people
in 21 offices.m

3761377
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Summary
of activity

Data as of 12.31.2016.

Gross loan portfolio (USD)

15,213,664

15500474

11690

Average dishursementin2016 (USD)

1,331

Source: Emprende. BBVAMF calculations.
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Management team
and board

Pablo Coloma
General Manager

Rosa Gonzilez
Business Development
Manager

Diego Solar
Finance Manager

Rodrigo Urra
Risk & Collections Manager

Luis Conejeros
HR & Communications
Manager

Alejandro Vidal
Infrastructure
& IT Resources Manager

Ramén Feijoo
President

Jorge Cruz
Member

Javier M. Flores
Member

Emprende Chile
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Emprende
Chile

Vieasuring

Chile has one of the lowest rates of poverty in
Latin America. Emprende continues to serve

the population with the least access to financial
services and seeks to create long-term relationships
with them in rural areas. The drive to serve these
segments has had positive outcomes, with their
businesses growing in size and increasing in
efficiency. Monthly business sales figures have
risen by 10%. Moreover, 8% of the microenterprises
financed have increased the number of their
employees after three years.

Totalclients (1) According to the (2) Proportion of all Total credit clients as of Dec 31, 2016

Social Development credit clients who have

Ministry’s poverty line, completed primary
traditional methodology. education, at best. o o o
Clients whose net income

’ per capita (estimated as o o o

the business net income

divided by the size of the Vulnerable? Prilgnaré)education Women Rural Under 30 years old
household) is below the at best
New creditclients threshold calculated by
multiplying the poverty
7 line figure by three, are e e
classified as vulnerable. New creditclients 2016
Vulnerable® Primary education Women Rural Under 30 years old
at best®
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Ourclients
and our scale

During 2016 Emprende gave financial
access to a larger number of clients,
most of them women entrepreneurs.

(1) According to the
Social Development
Ministry’s poverty line,
traditional methodology.
Clients whose net income
per capita (estimated as
the business net income
divided by the size of the
household) is above the
poverty line, but below
the threshold calculated
by multiplying the poverty
line figure by three are
classified as vulnerable.

Clients’ economic vulnerability ()

40% 42%
USD &1o"
52% 51%
LsD e
6%
UsD gi*
2% 6%
UsD 53* 1%
New 2016 Total 12.31.2016

L] Extremely poor B Foor B vuinerable Others

*Monthly net income per capita.
Source: Emorende, BEVAMF caloulations

(2) New clients (without
previous loans) signed up
over the year.

60% of new
vuinerable clients
liveon USD 6.7 per
person/day from their
microenterprise, and the
8% in the lowest income
bracket (poor) lives on
USD 2.7 per person/day.

- The number of clients enrolled has

increased in 2016 from 2015 (28.7%
growth), but vulnerability levels have
fallen thanks to a strategy focused on
sustainable scalability.

- There is insufficient information

about the older cohorts (2011-2013)
on the expenditure and home size
variables to be able to report on
economic vulnerability.

New credit clients (0)

M~ o0 L)
T, o

9 M o
=] o o
20m 22 203

B new by cohort B % vulnerable

Source: Emprende. BBVAMF calculations,

YoY 16
28.7%
70.3% 69.7%
. ~—_ 597%
=] <t "
= [at] M
2014 2015 2016




and our scale

(3) New clients (without
previous loans) signed up
over the year. Total repre-
sents the entire portfolio
current as of 12.31.2016.

Profile of our clients (3

42% 50%
27% 20% %
m 21% Eﬂ%
o "
10% 12%
20M 2002 2013 2014 2015 20016 Total

B % women %Rural.%UnderSD',rearsnld l%ﬂuerﬁﬂfear&nld % Primary education, at best

Source: Emprende. BEVAMF calculations.

- Monthly sales and the average
The '?C"s has disbursement of new clients have
remainedon increased particularly strongly in the
i last year: this accounts for the drop in
serv.ng vuineranie the degree of vulnerability among new
segments’ S“Ch as clients. The rise in both variables has

meant that the average installment
over sales has remained unchanged
from 2015.

women (60% of the
new clients served in
2016) and those with
lower educational
attainment (42%).
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(4) Clients current at
12.31.2016. The poverty
level of clients in the rural
environment cannot be
established because the
indicator is not available at
client level.

(5) New clients (without
previous loans) signed up
during the year.

« Average disbursement,
calculated as the average
first disbursement for new
clients each year.

+ Weight of the installment
calculated as a ratio aver-
age (installment divided by
sales) of each client.

Emprende Chile 3841385

Poverty profile 4

Poverty rate in the portfolio: 7%

- S B8.5% < Women

7.5% % Primary education,
at best

— 9.8% 9 Under 30 years old

4.5% °over60 vears old

Source: Emprende, BBVAMF calculations

New clients’ sales, dishursements USD & weight of installment (5)

YoY 16

St 296%

5 bps

20M 2012 2013 2014 2015 2016

] Avg. monthly sales (USD) i} Avg. disbursement (USD) [ | Avg. installment as % of sales

Source: Emprende, BEVAMF calculations.



Our clients’
businesses

Emprende clients develop their activity
iN @ wide range of sectors, posting
positive growth rates in sales and

net incomes of over 10%.

(6) Clients current
as of 12.31.2016.

Average margins, sales and assets, by sector (©)

% Clients Breakdown
by sector of sales
B Services I @9
13% 43% 7%

Wholesale
| | trade I
2% 55%

Retail
N | trade I @4
48% 52%

Production/

B transformation I

19% 45%
W Agriculture I 0000
18% 46%

B costs B netincome M instaliment payment

Source: Emprende. BEVAMF calculations.

Avg. monthly
sales (UsSD)

251

3044

2227

1833

1509

Avg. assels
(s

10,871

9016

6,239

6535

1954
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(7 & 8) Clients current
as of 12.31.2016.

- The institution acts in a range of
sectors, but 50% of clients work in
trade. Both the average value of
monthly sales and margins (after
paying the installment) are high
compared to other institutions
because the profile of clients served
is, by comparison, less vulnerable.
At the same time, the weight in the
installment is comparatively low and
relatively stable between sectors.

- The activity sector where
microentrepreneurs are most profitable
is services, with the highest margin
after the installment (50%) and the
highest average assets. This is the
sector in which the less vulnerable
clients operate.

3861387

- The agriculture, production/
transformation and trade segments
have similar proportions of poor clients
in their portfolio (@round 6%). The
average level of assets in the farming
sector is higher, a reflection of less
vulnerable clients.

+ The structure of expenditure reveals
a group of clients with high margins
44% on average). As vulnerability falls,
businesses grow and become more
efficient, managing to reduce their
operating expenses (from 60% to 49%)
and financial costs (the weight in the
installment payment falls from 12% to 6%).

- Emprende clients' leveraging (liability vs.
assets) is very low, although it edges up
slightly as their vulnerability level lessens.

Expenses and margins as
% of sales, by vulnerability (V)

28% [I38% [J45% [J45% [ 44%
12%
60% [|10%
52% Q7% QNe% Q7%
48% [Qa9% [J49%

Extrernely Poor Yulnera- Others  Total
poor ble

B costs Binstaiment B Netincome

Source: Emprende, BBVAMF calculations.

Assets, liabilities and equity
by vulnerabhility (8

|w. ‘ I | ‘
Extremely Poor Vulnera- Others  Total

poor ble

B Liabitities/ W Equitys W Avg.equity
assets assets (s

Source: Emprende, BEVAMF calculations
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Qur clients
development

- 56% of clients with their first loan
take out a second, and 60% of
these take out a third (34% of the
total of clients at the outset).

Credit clientrecurrence (10)

- On average, with every loan, the
ratio of clients per capita net
incomes relative to the poverty line
improves.

- In particular, for poor clients one
cycle is enough to climb above the
poverty line, while the extremely

For poor clients one cycle
IS enough to climb above
the poverty line.

Emprendeis
succeedingin
upholding
longer-term
relationships
with its clients.

- Emprende retains 63% of its
clients after a year and this
is improving over time. The
2015 cohort, after a year, has a
retention rate of 67% compared
to 58% the year before,
reflecting an improvement in
recent cohorts.

(9) Percentage of clients in
each cohort still current at
each anniversary. Averages
from cohorts between
2011 and 2015.

Credit clientretention

(by cohort) (9)

Start +1 +2 +3
year years years

+ 4 + 5
Yyears Years

Bzon Bz201z 0201z B2004

Source: Emprende, BEVAMF calculations

2015 » Average

(10) Clients served since
2011. Proportion of clients
who, after an initial loan,
take out another. The
distance between cycles is
the time between the dis-
bursements of one credit
and the disbursements of
the next (the first one has
not necessarily all been
paid off). The distance
between cycle one and two
is 300 days, between cycle
two and three is 293 days;
between cycle three and
four is 285 days, between
cycle four and five is 258
days and between cycle
five and six is 242 days.
(11) In the case of the
sample of clients served
from 2011 to 12.31.2016,
classified by their situation
at the outset, on their first
disbursement, we show the
change in the net income
per capita at each cycle of
the disbursement, relative
to official poverty lines

(by year of disbursement).
Relative net income per
capita takes a value of 1
when it is the same as the
poverty line.

%
Cycle Cycle Cycle Cycle Cycle Cycle6
1 2 3 3 5 or mong
& Average

Source: Emprende, BBVAMF calculations.

poor achieve this in two cycles.

Per capitanetincomerelative to poverty line (1)

225 == 240

1.87 173

097
082

047

Cycle Cycle 2 Cycle 3

Powerty line
(ndex=1}

[ | Extremely poor B roor B vulnerable

Source: Emprende. BEVAMF calculations.




Our clients’

development

(12) Data on clients cur-
rent as of 12.31.2016, and
who have made another
disbursement with the cor-
responding update of their
economic information. Sit-
uation at the outset (data
from their cohort year) and
current situation (latest
update) as of 12.31.2016.
CAGR: Compound Annual
Growth Rate.

- Monthly sales and average assets
have grown by 10%, while the
increase in net income nearly
doubles that, showing increased
efficiency on the part of clients.

- Despite the high level of assets
at the outset, clients still achieve
sustained growth.

- There is insufficient information
about older cohorts (2011-2013)
to report on the development of
net incomes and assets.

Emprende clients
achieve average
monthly sales
figures of USD 2,143,
up fromthe average
USD 1,796 they
reportedin2015.
This shows a

sustained growth of
client revenue in a
context of economic
slowdown.

Average monthly sales (by cohort) USD (12)

2,539
L ]
2,294
T o T o
2,064
“1,906
1,830
1636 1722
6% 13% 8% 10%
& & a &
22 1136 991 856
2016 2015 2014 2013

Source: Emprende, BEVAMF calculations

CAGR
104%
2281 3493
F i e R 2,143
Current average (USD)
B current (USD)
Outset (USD)
1453 1,295
12% 1% CAGR
o - Clients by cohort
BN 489 considered
2012 20M
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(13 & 14) Data on clients
current as of 12.31.2016,
and who have made
another disbursement
with the corresponding
update of their economic
information. Situation

at the outset (data from
their cohort year) and
current situation (latest
update) as of 12.31.2016.

CAGR: Compound Annual

Growth Rate.

Emprende Chile 390 | 391
Average monthly netincome (by cohort) USD (13)
CAGR
197%
1,092
&
2969
~ 1,006 S o G
* 897 Current average (LI5D}
B current (USD)
787 Outset (USD)
687
13% 24% 15% CAGR 118
= = - Clients by cohort
146 673 379 considered
2016 2015 2014
Source: Emprende, BBVAMF calculations
Average assets (by cohort) USD (14)
CAGR
10.3%
8,442
-] B.Iau
L=
G T SRR s S T OO st s e . 1,563
?.519 b ?.'13 o T"‘n El:rrent average (USD)
6,742 B current (UsD)
6,174 Outset (USD)
5,827
17% 6% 13% 10% CAGR T
. g = o Clients by cohort
207 1.010 BG5S 456 considered
2016 2015 2014 2013

Source: Emprende, BEVAMF calculations




Our clients’

development

(15) Change in the average
disbursement per transac-
tion by length of time since
the client signed up. The
average for the 2011-2016
cohorts is shown.

(16) Clients current

as of 12.31.2016.

Average dishursement per transaction USD (15)

First +| year +2 years + 3 years +4 years
disbursement

Bzon W20z B 2003 B2014 B2015 02016 e Average

Source: Emprende. BEVAMF calculations.

+ 5 years

Clientlinkage by product type (16)

[ | 1,106 Clients

B volun tary coverage insurance

Source: Emprende, BBVAMF calculations
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(17) Number of employees
in client enterprises current
as of 12.31.2016.

(18) Increase in the num-
ber of employees in the
microenterprise compared
to the situation at the
outset, for clients current
as of 12.31.2016, in each
cohort. Averages from
cohorts between 2013

and 2015.

Emprende Chile

3921393

Microenterprise employee
breakdown (17)

2% 7% 0,1% 1%
4% 93% 1% 6%
94% 13% 21%
86%
2%

Extrernely Poor Vulnera- Others  Total
poor ble

3 g%

B o L 23 dor
employees employee employees more

Source: Emprende, BEVAMF calculations

Although
microinsurance
hasonly been
introduced recently,
itis very popular
with clients: 38%

of credit clients have

a non-mandatory
insurance policy (for
more information, see
the Microinsurance
special projects section).

Job creation (by cohort) (18)

Start + +2 +3 +4 +5
year years yEars years years

Bzon B z201z B zo13 M 2o14 B 2015 e Average

Source: Emprende, BEVAMF calculations

- As the relationship with the institution
matures, clients take out bigger loans.

- For more recent cohorts, the average
first disbursement has been bigger and
its growth rate higher.

- Emprende is one of the Group
institutions whose clients have the
greatest capacity to create jobs: 23%
of all clients take on one or more
employees.

- After 3 years with Emprende, 8% of
microentrepreneurs have generated at
least one additional job position. This
rate continues to improve, compared to
performance in 2015.

- Job creation is a multiplier of the
microentrepreneur’s success, since it
gives more families the opportunity to
take part in economic development.
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Mmatters

Three experiences that demonstrate
how something small, such as a
microcredit, can become something
big, when put in the right hands.

Maria Leviman and her husband have
become the most successful strawberry
producers in their community, after
buying a truck, farm machinery and
seeds. Arturo Mora began his timber
transport business wi IS first loan; now

~—
—

|he Qas rEvvo tr:ucks, a a plot of : .
and whnere ne | nting tree |
Marcela Sa | come "’ :
an execut itutions :

busiest bran
clients and
effort with f
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Emprende
Stories of achievement

Arturo Mora

Nardwood

-Ntrepreneurial

In 2007/, Arturo Mora began his lumber

transport project. Since his first loan, which

enabled him to pay for the maintenance
on his truck and the gasoline, he has
received a further 12 to buy two trucks
and a van in which he transports the tree
trunks to the cellulose factories. He has
also bought a plot of land to plant trees.

Arturo’s business was in serious trouble.

when he was still working on the land.

the tree trunks to the cellulose plants. He

Without a doubt it would have been

Name: Arturo Mora.

The three trucks in which he moved lum- Shortly after that he found a job through was also able to buy himself a plot of land impossible to reach my goals without Age: 25

. . Business: | umber
ber that he then sold on to the cellulose a friend as a driver of a lumber transport to plant trees. them. And now, thanks to Emprende, we ransportation
plants had broken down and so he was truck. It was love at first sight: “One day can have more machinery”, he adds, as he Location: Carahue (700
not making any money: “Imagine it, all I thought of setting up on my own. If my It is not easy managing a business like his. walks between the lumber which is about km from Santiago, Chile).
the money went to pay the mechanics and friend could, why not me?” he smiles at Arturo has overcome the obstacles with his ~ to be loaded onto the trucks. Employees: Threc.

the spare parts that had to be put in, and
on top of that I had to look after my three

the recollection. To do so he needed a little
help that would enable him to take his first

own effort and has made his way: “It’s hard,
you have to be on top of everything”, he ex-

When he remembers his beginnings and

Scanthe workers. Not to mention the domestic bills  steps. He remembered that his father had plains. “In the winter, it’s tough because it the ground he has covered, he says he
QRcode and I had to pay”, he recalls from that terrible received support from a cooperative, that rains really hard in this area and the damp feels proud. What he values most highly is
discover phase. He was thinking about closing the today is called Emprende Microfinanzas, affects the quality of the wood. And it’s having attained a better standard of living
thestory business and reinventing himself with and decided to follow in his footsteps. not easy competing with the large lumber for his family: “I have two children and 1
of Arturo another job, but his family encouraged him transportation firms”. have been able to give them more than I

not to give up and he decided to carry on
fighting to stay open. Luckily, he managed
to overcome the obstacles and get the busi-
ness moving again.

Arturo, who has been married for eight
years and has two children, met his wife

In 2007, he started off in lumber transpor-
tation. He was given his first loan from this
institution, which allowed him to finance
the maintenance on the truck he had just
bought and to pay for the gasoline. Since
then, he has received 12 loans that he has
used to buy two trucks and a van to take

Nevertheless, he is very satisfied, because
with the expansion of his business he has
been able to offer a job to three employees.
“This has made me develop as a person, |
have people under me, which has helped
enormously in my expansion as a company.

had when I was a child, and I have my own

home. In the future I see myself with more
heavy machinery, taking on more people,
spending more time with my family. My
dream is to give a house in the country to
my children, a good education and to have
a quiet life”.

Totalloans: 13 for a
total of USD 55000.
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Stories of achievement

One of Arturo’s children playing near the logs.

Arturo Mora

Arturo watches as his employees maneuver
the crane to load the tree trunks and gazes
at the forest, that every day gives him the
lumber with which he has forged a future.
“When I came to Emprende [ felt safe and
confident. Thanks to them I am what I am,
and [ hope to carry on doing better with
them. Go to your nearest office, dare to do
it, Emprende will support you, take that
first step and you will get on", he recom-
mends to everyone he talks to.m

When he remembers
how he started,

and what he has
achieved, Arturo
admits that he feels
proud. What he most
appreciates is having
made a better life

for his family.

, Arturo colletits tife timber with his mrewjmachinery for
loading ont@lhis truck.

3981399
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Marialeviman

Scanthe
QRcode and
discover
thestory

of Maria

Strawberries that
grow dreams

Maria is the owner of two plots of land
with 5000 and 10,000 strawberry
plants, respectively. Her first crop was
so successful that, together with her
husband, they became the biggest

strawberry producers in their community.

She has received nine loans which she
has invested in her truck,
iN farm machinery and seeds.

When Maria Leviman finished her auditing
studies and was starting her career in the
financial sector, her father’s death led to a
change of plans. She inherited two hectares
of land in the Araucania region, over 700
km from the capital of Chile, in the middle
of an indigenous community. She and her
husband, Sergio Castillo, decided to work
the land and make a living from growing
fruit and vegetables. Sergio sold them in the
Pinto de Temuco fair and their high quality
won them loyal customers who soon started
going directly to the couple’s home to buy
their produce.

To expand the business, Maria started
growing strawberries. Her first crop was
so successful that they became the biggest

"‘Emprende helped us
a lot so that we could
invest. Thanks to that
we have been able

to make a go of it. |
am grateful for their
trust in us. They lend
us the capital so that
we can make a sound
investment and get a
good crop’.

BBVAMF Social Performance Report 2016

producers in their community. To achieve
that, they sought technical advice from sev-
eral state institutions in order to improve
all their planting, irrigation, harvesting and
sales procedures.

But their skill as producers was not
enough; to grow they needed financing.
They heard about Emprende Microfinan-
zas thanks to a farmer from the indige-
nous community, who told them that there
was an institution in Temuco that helped
those on low incomes. They were granted
their first loan with the institution in 2008
for USD 400, the first of the nine loans
with which Maria and Sergio repaired
their truck and bought machinery and
seeds.

Emprende Chile

“Emprende helped us a lot so that we could
invest. Thanks to that we have been able

to make a go of it. I am grateful for their
trust in us. They lend us the capital so that
we can make a sound investment and get a
good crop”, she says.

Maria is the owner of two plots of land
with 5,000 and 10,000 strawberry plants,
respectively. Her working day is tough, but
she doesn’t falter. She gets up early, picks
the fruit and carefully places it in boxes that
her husband then transports in his van at
sundown to the market in Temuco. “I love
working with strawberries. When I get up
and I see my fields, I see that, whatever the
weather, ripe fruit have appeared overnight,
and I find that very pleasing. In the future I

400 401

Name: Maria Leviman.
Age:54.

Business: Fruit and
vegetable production.
Location: Rucapangue
(Chile).

Employees: She
works with her husband
and has two seasonal
workers.

Totalloans: Nine, for a
total sum of USD 22,000.
Other products
andservices:
Microinsurance.

To highlight:

She belongs to her
community’s indigenous
association.




Maria and her husband, Sergio Castillo, doith res so that they can'carry on expanding.

-y , ,
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would like to carry on working with
Emprende to continue improving my invest-
ment, [ need to invest more”, she says, as
she weaves her way through the lines

of strawberries.

She has new projects in sight. She wants

to improve their infrastructure and buy
products that enable her to raise her crop’s
performance, to bring forward the picking
date for the fruit so that she can get a better
sales price. “In the end, strawberries have
become part of my life and | want to carry

on perfecting my production continually so
as to be able to continue growing, and what
better way to do that than with my favorite
fruit”, she exclaims, proudly. m

402 1403

Maria has new
projects in mind.

She wants to acquire
the infrastructure

and products that

will enable her to
improve the vield from
her crops, bringing
forward the date when
the strawberries are
picked so that she can
get a higher sale price.

Emprende Chile
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Marcela Sanhueza

“We are often the only.
option for rural clients

In 2011, Marcela Sanhueza became an executive
at one of Emprende’s most dynamic branches.
She went on to complete her training by studying
business administration in order to better perform
her role. She enjoys being witness to all her clients

hard work.

Marcela very much enjoys talking with the

entrepreneurs, to whom she will always ex-
plain the institution’s unswerving commit-

ment to the client, in supporting programs

that enrich their business. She has worked

for the entity for nearly eight years and, for
her, helping vulnerable microentrepreneurs
rewards her efforts handsomely.

She began as a sales assistant and also assessed
loans. “When [ arrived I felt that I knew very
little about microenterprises. Gradually I began
to feel more empowered to further the institu-
tion’s goal of supporting microentrepreneurs fi-
nancially, training, advising and guiding them”,
she says. In 2011, she became an executive in
one of the institution’s most dynamic bran-
ches, in the town of Coelemu. “I began to feel
that I needed to study business administration
in order to have the skills necessary to better
support my clients, and thus enable Emprende
to carry on growing”, remembers Marcela.

Her working day is divided between the
office and visiting entrepreneurs, most of
whom are in rural areas. First, she drops
her daughter off at school; then she final-
izes her schedule for the day, and halfway
through the morning she sets off on her
route. “Whenever I have to visit a client,
whether it is to strengthen the relationship
or to keep our network of contacts going,
I talk to clients who are looking for an op-
portunity. This time in the field is the most
valuable, because it is when I can find out
what microentrepreneurs are doing”, ex-
plains Marcela. In the afternoon she takes
care of management tasks: client assess-
ments, collections, inputting data into the
institution’s network... She is also a mem-
ber of the Credit Commission, where she
shares her experience with the new execu-
tives. “Although there is always something
to learn from those in the team”,

she stresses.
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Storiestotell

She has lots of stories to tell about things
that happen in Emprende. For example,

an entrepreneur who combined her job as
an assistant in a pastry store with her own
business making cakes at home. She began
asking for very small loans to renew her
work utensils. Thanks to the institution, in
which she has continued to put her trust,
she is now an independent woman, owner
of her own pastry store, where she employs
three people. A job she combines with be-
ing the head of the household and mother
of two daughters.

For Marcela every microentrepreneur is
unique. She particularly likes dealing with
farming clients: “What our farmers most

Marcela in her office in Coelemu.
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need is to receive training so that they can
equip themselves. We are often the only
option for rural clients”. She enjoys being
part of the process, from production through
to marketing the products, and above all
witnessing the efforts made by each of them:
“They are the salt of the earth”, she believes. m

“The time in the field
IS the most valuable,
because it is when

| can find out what
microentrepreneurs
are doing’.
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Emprende
Special projects

I\/l iC rOi n S u ra n C e i n C h | | e Results of the microinsurance survey in Fondo Esperanza (h)

If FE offered you Which of the
a microinsurance following would you
policy, would you like it to cover?

With the aim of extending the range of financial
products in Chile, a survey was carried out that I“"" Other Tox

confirmed that 70% of the clients interviewed would promises
be interested in taking out insurance cover for

healthcare, life, burglary and death. So Emprende, et
Fondo Esperanza and the BBVA Microfinance Diagnost 2%
Foundation worked together to help insurers oo e

6.5%

T

Permanent incapacity
duetoaccident or iliness

el

. |
40.1%
R R . Funeral
understand the low-income client profile. expenses T —
‘I-npnra:lr incapacity
2013 (N=3.228) duetoaccident or iliness |
53.4%
ves M No B 2013 (N=2,194)
Source: Fondo Esperanza (2013 survey).
Anunmetneedinamore A 2013 survey in Fondo Esperanza con-
developed market firmed that 70% of clients would be inter-
Chile is sometimes categorized as a de- ested in taking out an insurance policy, and Results of the microinsurance survey in Fondo Esperanza )
veloped market or, rather, one where of those who would not, only 11.5% are
microfinance plays a less prominent role. already insured, while 49% rule it out on Why wouldr't you buy one?
Nevertheless, it is a country where micro- cost grounds or from lack of interest (cost,
insurance cover is lacking for clients clas- coverage, etc.). Toomuch paperwork [
sified as vulnerable. According to research 17%
carried out by Microlnsurance Network, In line with expectations, clients would be NotFE's core business _—
only 7% (in 2013) of the population had interested in covering, in this order, four Instimt. paymentrise/ 20%
cover, in a country where the low-income major areas: healthcare, life, theft and death. FEloan + costly S
population accounts for 11.7% of the whole, More information 3.2%
ie. two million people (CASEN 2015)@, nesded/don'timow SJ‘K_
In particular, there is a high need to adapt P?tent!?l microinsurance Other m_
the product to the low-income client’s needs clients’incomelevels (2) Already Insured S
in terms of premiums®, since potential in- n5%
surance clients are unlikely to have easy ac- FE EM  Total Distrust/Bad experlence EEEEEE————
cess to a policy, given their low net incomes = N®curentclients nom 14,065 Extra cost/Can'tafford it/ 16.3%
(an average of USD 6 and USD 13 a day Qﬁkﬂ;&m” 129 Nomoney |
respectively in the case of Fondo Esperan- Doesn’t like product/ 20.8%
za and Emprende clients)®. Furthermore, Noext. poor & notinterested/doesn't need S
given that insurance companies do not poor clients 449 38418 28.5%
know how to insure informal businesses, it A9 Income/
: ) . day (USD) 29 B 2013 (N=650)
(a) Data on clients current 18 extremely helpful to offer this product in

as of 12.31.2016. cooperation with microfinance institutions. Source: Fondo Esperanza, Emprende. BEVAMF analysis Source: Fondo Esperanza (2013 surveyl.
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(d) Clients current as

of 09.30.2016. Fondo
Esperanza has no clients
working in agriculture,
whereas Emprende has
about 2,000.

A product tailored to
theclient

Work began on researching in more depth
the demand for insurance, with a survey
and several focus groups. During develop-
ment, the project had to bear three consid-
erations in mind:

« How the various players would adapt to
the microinsurance market

+ Reviewing the product types

+ Identifying the characteristics of the
microfinance institutions

Adaptationby the variousplayers
to the microinsurance market
Active steps were taken to familiarize the
insurer, the broker and clients with the
particular demands of the microinsurance
market. On the one hand, neither the
insurer nor the broker were accustomed to

working on a regular basis with the micro-
finance client, so a clear understanding of
the realities and the risks involved had to
be reached. On the other, the client was not
used to operating in the traditional banking
environment, in which financial products
are calculated in Development Units [Uni-
dades de Fomento, UF]. In Chile, microf-
inance institutions make the exchange to
the peso automatically, to make it easier

for clients to make transactions in the local
currency, so it is essential that the client has
better financial information if they are fully
to understand the product.

Reviewing the producttypes

The main types of microinsurance products
and client demand in the market were re-
viewed, assigning a priority to each for the
institutions to consider:

Main types of microinsurance products (d)

Products Subclasses Assessment

Lite &
protection

Lifeandcredit

Priority

Preferrad by the cllent and easy to implement for the 1
institutions. mainly because it is easy to understand the

risks being covered, the management procedures are
straightforward, there are a limited number of people
involved and the premiums are low,

Preferred by the institutions because of its direct 2
relationship with credit and mare efficlent management
of the activity-related risk.

Preferred by clients, particularly cover for fire and theft, 3
but entalls some difficulties, mainly in understanding the
cover provided and the management processes.

Preferred by the client, but difficult for the institutions to 4
implement. Requires (comparatively) greater resources

for implementation and has many operating obstacies,
among them: identifying the country's welfare and
non-welfare provision, reviewing medical service quality,
and the need to find appropriate partnerships.

Clients with farming businesses make up only 2% of the -
total™, so this is not seen as a priority product.
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Characteristics of the
microfinanceinstitutions

It was important that the microinsurance
offering is aligned with the institution’s
integrated value proposal. To this end, its
features had to be borne in mind:

+ Small loans: the average loan is for

USD 1,480 in Emprende and USD 698

in Fondo Esperanza®.

+ Short durations: the average term varies
by methodology. For Fondo Esperanza group
lending, the average term is about 132 days,
while for individual credits the terms are
longer, 424 days in the case of Emprende®.
+ Process alignment: unifying credit and
microinsurance processes has been key in
achieving greater operational efficiency. This
has been a decisive factor in Emprende,
because agile procedures were set up that
do not trigger additional transactional costs
either for the client or for the officer.

« Microinsurance training: microinsurance
is an intangible product requiring specialist
training to generate trust, both for clients
and for officers:

- Clients: The training was adapt-
ed to the institution’s credit methodology,
so in Emprende (individual methodology)
training focused on the relationship with
the officer, and in Fondo Esperanza (mainly
group methodology), the group sessions
were used to provide specific training on
microinsurance”, building up the relation-
ship step by step, and the product offering
was made once this training had been com-
pleted. These procedural differences are a
response to the fact that Fondo Esperanza’s
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Active steps were
taken to familiarize
the insurer, the broker
and clients with
low-income clients,

as well as in training
both clients and
officers.

insurance customer linkage (compared with
all clients) is, comparatively, lower than in
Emprende.

- Officers: Given that no institution
had prior experience in the provision of
voluntary insurance to their clients, train-
ing the officers was a critical feature of the
project, with support being given to them
during their learning curve. It was essential
that the officers understood the products
fully and were convinced of their usefulness
to their clients.

Once all these elements had been analyzed
and defined, the following life and volun-
tary protection product was drawn up,
together with the insurer. Selling began

in November 2014, and there has been
wide demand for it from both institutions’
clients.

These results prove that clients are inter-
ested in the product on offer and that it is
aligned with the needs identified.
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(e) Reference value
based on the UF as of

09.01.2016 (CLP 26,210).

(f) Number of people that
take out an insurance
product.

A product thatis eclually
attractive across allsegments
Emprende has higher take-up rates among
young clients (under 30 years old), where
nearly five out of every ten young people de-
cide to take out microinsurance, and among
poor clients. These trends are not appreciable
in Fondo Esperanza, or are much less pro-
nounced; in particular, poor people take out
slightly fewer insurance policies. In general,
across both institutions, there is a trend in
favor of microinsurance, whatever the gender,

educational attainment, vulnerability segment
or activity sector.

It is essential that work continues on
adapting financial and sector-specific lan-
guage so that it can be clearly understood
by clients. The challenges for the future
are centered around continuing to focus
on improving clients’ insurance “culture”
and the training of officers, both of them
key elements in the provision of respon-
sible microfinance products.m

Life insurance and protection (¢

[ pe———

(Recermgea I ¢ 5

R

UF 20
CLP524.216

Source: Fondo Esperanza, Emprande. BBVAMF analysis.

Monthiy premium

UF 00323

CLPB47

Insurance policies taken out (accumulated) (f)

2,002

NOV*14 JUL15

6,687

MAY 16 SEPT16

B New clients Fondo Esperanza B new clients Emprende

Source: Fondo Esperanza, Emprende. BEVAMF analysis.
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(g & h) Clients current as
of September 30, 2016
classified by profiles. The
percentage of the inner
circle shows the number
of clients in each segment
that has insurance.

For example, 35% of
Emprende women clients
have insurance.

Emprende Chile

410 141

Insurance linkage by profile - Gender Q)

Fondo 17% Emprende
Esperanza
A%
B83%
B 17,468 1en B 4,536 en
N 85,293 women N 6,475 women

B = of clients in each segment with voluntary insurance

Source: Fondo Esperanza, Emprende. BBVAMF analysis.

Insurance linkage by profile- Age (h)

N 2,1350ider people (over 60}

12%
Fondo S Emprende
Esperanza \ f
3%
3% *
4%
9% 659%
B 1,595 01der people (over 60)
[ | 15,833 Young people (under 300

103,038 Other

B 1,260 Young people (under 30)

7,616 Other

B % of clients in each segment with voluntary insurance

Source: Fondo Esperanza, Emprende. BEVAMF analysis.
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(i & j) Clients current as
of September 30, 2016
classified by profiles. The
percentage of the inner
circle shows the number
of clients in each segment
that has insurance.

For example, 34% of
Emprende clients that have
primary education at best,
have voluntary insurance.
The degree of the client's
economic vulnerability has
been calculated using the
update nearest in time to
the 09.30.2016 close (the
latest available). Source:
Fondo Esperanza and Em-
prende, BBVAMF analysis.

Insurance linkage by profile - Education ()

Fondo Emprende 2%
Esperanza
15% 54%
44%
44%
B 42,877 erimary & none B 5,521Primary & none
W 44,975 5ccondary W 4,460 5¢:condary
15,092 Tertiary 257 Tertiary

B 5 of clients in each segment with voluntary insurance

Sowrce: Fondo Esperanza, Emprende. BEVAMF analysis.

Insurance linkage by profile- Vulnerability ()

A%
Fondo Emprende
Esperanza
33%
52%
E 22,824 Extremely poor Hs2 Extremely poor
W 15,145 Poor N 367000
B 26,695 vulnerable 8 3,269 vulnerable
8,117 Others * 2,543 Others

B % of clients in each segment with voluntary insurance

Source: Fondo Esperanza, Emprende. BEVAMF anafysis.
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(k) Clients current as

of September 30, 2016
classified by profiles. The
percentage of the inner
circle shows the number
of clients in each segment
that has insurance.

Emprende Chile ; - 4121413

Fondo
Esperanza
26% B1%
B 67,967 Trade B 5,531 rade
H 8,345 services B 13445¢rvices
26,669 Production/Transt. 2,032 Productionf Transf.
N 1,903 Agriculture

B 5 of clients in each segment with voluntary insurance

Source: Fondo Esperanza, Emprende, BEVAMF analysis.

Notes (1) In 2013, 6.96% of Chile’s population, 1.22 million people, had voluntary insurance cover (accident, health, life,
property) vs. 14% in Colombia, 10% in Peru, 1.3% in Panama, and 2.5% in the Dominican Republic (Microinsurance
Network; http://www.microinsurancenetwork.org/sites/default/files/Country%?20profile_Chile_jpegs.pdf) (2) http://
observatorio.ministeriodesarrollosocial.gob.cl/casen-multidimensional/casen/docs/CASEN_2015_Ampliando_la_mirada_
sobre_la_pobreza_desigualdad.pdf (3) The premium is the cost of the insurance, the installment that an insured party or
policy holder must pay to an insurance company to transfer the risk within the cover being provided by the latter to its
clients for a specified period of time. (4) Average daily per capita net income of clients active as of 09.30.2016. (5) Average
disbursement per transaction between January and September 2016. (6) The average term of transactions initiated in 2016.
(7) Although Fondo Esperanza also trains the officer.
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I\/Iag:roeconomic context
Chile

Timid growth
put less poverty

Weak domestic demand continues to account for
Chile's lower growth, which after two years has
brought inflation back within the central bank’s range.
Around 1.8 million people have escaped poverty in
recent year, and 3.8 million have been included in the
financial system.

GDP closed 2016" at 1.5%, in an environ-
ment of great uncertainty and pessimism
in the confidence indicators. Domestic
demand edged up 1.2%, underpinned by
consumption which grew by 2.9%, mainly
in public consumption, which has shot up
by 6.6%, whilst household consumption,
supported by durable goods, expanded by
2.1%. Investment, meanwhile, has only
grown by 0.9%, due to the 0.2% contrac-
tion in building projects, although machin-
ery and equipment expanded by 3.2%.

On the supply side, the sectors driving
growth are: personal services, posting an
uptick of 6%; financial services, with a
rise of 3.5%; trade, up by 4.1%; transport,
which rose by 4.4%; and electricity, gas
and water, which have expanded by 3.1%.

Taken together, these sectors make up 38%
of total GDP, which has offset the 2.8% fall
in mining, the dip of 0.8% in manufactur-
ing and of 0.1% in construction. These last
sectors account for 32% of total GDP.

The deterioration in the terms of trade in
2015 generated a nominal depreciation
in the exchange rate of 14%, which has

Domestic demand

has posted a rise of
1.2%, underpinned by
consumption, which has
grown by 29%.

reversed in 2016, thanks to the recovery of
the copper price, which showed a nominal
appreciation of 6%. As regards inflation,
after two years of breaching the upper limit
of the range set by the central bank, this
trend has been corrected. Inflation closed
2016 at 2 .7%, as a result of the adjustment
in goods linked to the exchange rate, as the
Chilean peso appreciated, correcting the
rise occurring in 2015.

Inflation in services has fallen more slowly,
bearing in mind its high degree of index-
ation. Lowered domestic momentum has
been a factor which has been shown in
excess capacity in goods and services pro-
duction. In this scenario, the central bank
has held the monetary policy rate at 3.5%
throughout the year.

The other factor that has helped the im-
provement in the terms of trade is a lower
current account deficit, 40 b.p. better in
GDP terms, closing the year at 1.6%.

Real GDP growth
5.8%
5.5%
4.0%
23%
1.9%

1.5%
20M 2012 2013 2014 2015 2016
Source: Chile central bank. BEVAMF Research estimate

In urban zones,

poverty stands

at 10.2%, which is

119 p.p. less than in rural
areas, where poverty
afflicts 221% of

the population.

Labor market

The unemployment rate'® stands at 6.2%,
up by 10 b.p. on twelve months earlier.
The labor force participation rate has risen
by 1.7%, while occupation has grown by
1.6%. The productive sectors with the
biggest increases in the number of people
employed were trade (97,680 new jobs)
and agriculture and fisheries (37,300 more
jobs). This contrasts with cuts in mining
(36,700 jobs) and in construction (28,070
jobs).

The percentage of waged workers with a
contract was 87%, a 29 b.p. drop from
the year before. Meanwhile, the number
of workers with fixed term contracts was
27%. 21% of waged workers are subcon-
tracted, 1.25 p.p. down on the year before.
The increase in the number of people

with employment is due, above all, to the
increase in the number of self-employed
(87,800 positions), followed by waged
workers, adding another 31,900 jobs. The
number of people in housekeeping services,
on the other hand, showed the sharpest
drop (down by 15,300 jobs).

The regions with the highest unemployment
are Antofagasta (8.8%), Coquimbo (8.2%)
and Atacama (7.2%). The lowest rates

of unemployment are to be found in Los
Lagos (2%), Aysén (2.8%) and Magallanes
(4.1%). Some of the regions where unem-
ployment has risen most in the last year

are the three which already suffered the
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63% of adults over 25 say they have an venture. 29% of adults have applied for a
account in the financial system, a ratio loan in the last year, but only 16% did so
that has improved by 20.3 p.p. since 2011.  through a formal financial institution, and

Chile is one of the
countries with

Poverty (% total population)

the N |g hest |eve| Because of its established welfare systems, only 3% used it to operate, start or expand
0 f f| nan Ci al in ClU sion 29.1% Chile is one of the countries in the region their commercial venture.
with the highest proportion of adults who
and g reatest ana% have accounts in the financial system. In terms of use, 74% of those possess-
; ; 22.2% ing an account have made some kind of
penet ra,tlon In In terms of products, 36% said they had movement during the previous year. 37%
the I’eg |ON. made some savings the previous year, but have made one or two movements in
only 16% put the money in formal finan- their accounts every month, whereas only
14.4% cial institutions. 6% spent it on starting 31% of adults have made more than three
highest rates: Atacama, Antofagasta and n7% up, running or expanding a commercial transactions a month.m
Coquimbo, with increases of 3 p.p., 2.9 p.p
and 1.6 p.p, respectively. Antofagasta and
Valparaiso have the highest rates of female
unemployment, while Atacama, Coquimbo
and Araucania post the largest numbers of
youth unemployment.
2006 2009 201 2013 2005
Poverty and inequality
In Chile around 2.05 million people find Source; Casen survey, Mindstry of Social Development

themselves on or below the poverty line,
representing 11.7% of the country’s popula-
tion; of these, 620,000 are in extreme pover-
ty®. In the last six years, the poverty rate has
fallen by 13.6 p.p., ie. over this period about
1.8 million people have escaped poverty.

Income growth growth accounts for 61%
of the drop in poverty, with redistribu-
tion responsible for the remaining 39%.
In urban areas poverty stands at 10.2%,
with a gap of 11.9 p.p. between rural
areas, where poverty affects 22.1% of
the population.

18.3% of the indigenous population lives
on or under the poverty line, whereas the
ratio for other groups is 11% on average.
70% of households in poverty contain
children and adolescents, 40% are single-
parent, and in 49% the head of the house-
hold is a woman.

The poorest regions are: Araucania, Maule
and Biobio, with poverty rates of 23.6%,
18.7% and 17.6%, respectively.

Finmancial inclusion

Chile is one of the countries with the high-
est rates of financial inclusion and the best
rate of progress in the region, as measured
by having a bank account, given that 63%
of adults have access to the financial sys-
tem; this is a 21.1 p.p. improvement on the
previous assessment. Around 11.5 million
adults are included in the financial system,
although another 6.7 million adults are
excluded. In the last three years 3.8 million
adults have joined the financial system.

In rural areas 61% of adults say they have
an account in the financial system, which

is a 24.1 p.p. improvement on the previous
measurement. 68% of the adults with higher
incomes (60% richest) have access to the
financial system, whereas in the segments
with lower income (40% poorest) only 56%
have access to the system, making the gap
between them 12 p.p.

Financialinclusion (% adults)

Has an account in
a financial institution

Among the 60%
richest

Among the 40%
poorest

Finished primary
education at best

Finished secondary
education or higher

Loans from financial
institutions

Savings in financial
Institutions

B 2014 Bzom

e 63.2%
I 42.1%

. 67, 795
I 50.7%

I 56.3%
I 29.5%

I 61.27G
I 37.1%

e 6.3.4%
I 43.1%

I 15.6%
s 7.8%

I 15.0%
e 12.4%

Source: World Bank Global Findex,

Notes (1) November 2016. (2) Ministry of Work & Social Welfare. (3) Casen survey, 2015. Ministry of Social Development.
(4) Global financial inclusion, Global Findex.




