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H. M. the Queen of Spain, Honorary President of the Events Commemorating
the 15th Anniversary of the BBVA Microfinance Foundation
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“ITo the BBVA Microfinance Foundation on its 15th anniversary, with my enthusiastic appreciation for their
transformative and effective work towards achieving financial inclusion for the most vulnerable, thus
promoting social and economic development”

Letizia R.
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BBVA Microfinance

~oundation

A foundation and six microfinance institutions of
reference, united by a common aim

BBVA Microfinance Foundation (BBVAMF or the
Foundation) is a non-profit institution set up by
Banco Bilbao Vizcaya Argentaria, S.A. (BBVA) as
part of its corporate social responsibility mission. It
is the majority shareholder of six microfinance

Leading microfinance initiative
in Latin America

USD 1,149 BN

entities across five countries. They all share a
common purpose: the sustainable development
of vulnerable entrepreneurs who are engaged in
productive activities.

2.8 million clients served

Gross portfolio

With a solid capital structure

With an impact on over
/ million people

>
©

Our purpose

The sustainable development of
people undervulnerable conditions
who own productive activities.

Our model

Productive Finance: financial
services, training and advice for
people who live in vulnerable con-
ditions, so they can make progress
with the net income derived from
their productive activities.
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BBVAMF entities provide a complete range
of financial products and services to over two
million entrepreneurs who are also offered up-
skilling. In 2021 they delivered USD 1.3 million

in loans to entrepreneurs.

¥ | Total clients

2,773,221

Dom i nica n Clients % total
Republic

Banco Adopem i 408,663  15%
Panama

Microserfin i 17,695 10/0
Colombia .

Bancamia Y 1,5031043 54%
Peru

Financiera

Confianza y 731,496 26%
Chile

Fondo Esperanza i 109,268 40/0
Emprende )

Microfinanzas Y 3,056

® Fundacioén
II l BBV/\ Microfinanzas

BBVAMEF is the majority shareholder
in these six microfinance institutions
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Our values
( 4
i “N
o )
We create The entrepreneur
at the core

social impact

The Foundationcombinesits knowledge and glob-
al banking experience with the expertise of the mi-
crofinance entities working for vulnerable people
operating across several Latin American coun-
tries. This not only adds value, but also ensures
compliance with the Group’s purpose, together
with optimal financial and economic manage-
ment. In turn, the entities are experts in micro-
finance methodology. Their proximity to the client,
extensive capillarity, and a significant innovation
capability differentiates them from the other enti-
ties in their field in their respective countries.

So that the development of their activity is in-
clusive (scope) and can help as many vulnerable
peopleaspossible (scale), it must be underpinned
by business sustainability. This means that four
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We aim
higher

We are
one team

factors are essential: solid financial performance,
risk control, an organizational model that nur-
tures human talent, and transparent governance.

Proof of this reliable management is visible in the
leadership position in microfinance -individual
methodology— enjoyed by the BBVAMF Group
in Latin America. It has become the philan-
thropic initiative with the greatest social impact
in the region.

According to the latest OECD report on the sub-
ject, the BBVA Microfinance Foundation is recog-
nized as an international leader in development
financing, after only the Bill & Melinda Gates
Foundation.

According to the OECD, BBVA Microfinance
Foundation is an international leader in
development financing 55

People receiving financial

Total clients Disbursements in 2021

education

2,773,221 1,021,152 551,138

Average disbursement in

Gross portfolio (USD mill.) 2021 (USD)

Branches & express offices

1,149 1,285 559

Client assets under
management
(USD miill.)

Total disbursed in 2021
(USD mill.)

Employees

1,312 657 7619
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Reinforcing social
performance

At the Foundation we aspire to reducing in-
equality. That is why we possess the interest,
the will and the capacity to understand vulner-
able entrepreneurs and to look for solutions
—whether financial or non-financial- that
enable them to make progress. We do this by
applying research to our business. This entails
combining research studies, experimentation
(pilot projects on the ground) and continuous
learning (targets and monitoring with specific
iIndicators) that feed back into one another.

Applied research at the
service of the client

The impact of microfinance on vulnerable
entrepreneurs is the outcome of a com-
plex interaction between several factors,
which include our financial transactions.
As such, the success or failure of the en-
trepreneur cannot be solely attributed to
him or her. Studies and analyses will help
us to find out the precise role our way of
working plays in achieving these results.
Achieving this requires deep understand-
ing of the client, but also of their house-

hold and the community in which they are
operating (context). We conduct research
in three fields: household welfare, financial
health, and the expansion of microenter-
prises. The knowledge acquired will enable
us to generate maximum impact for the cli-
ent, as well as the expansion and stabiliza-
tion of their incomes, and access to great-
er welfare, whether tangible or intangible
(empowerment, better business manage-
ment, financial capabilities, etc.).

Only by studying the needs and reality of
our clients can we enhance our Impact
on their lives and economies 55

We work to maximize the social and
economic Impact on entrepreneurs in
a situation of vulnerability by means of
applied research 55
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We want to identify the client’s differential
factors (attributes, contexts, behaviors, etc.)
and establish causal relationships (selection,
channels, products and services). In other
words, research studies must lead increas-
ingly to concrete proposals that can be linked
to the entrepreneur’s activity. This allows us
to test anidea, reducing the attendant uncer-
tainty and risk when we apply it in the micro-
finance entity. It is a major source of infor-

mation that helps to establish and meet our
Impact goals.

Over the next few years, our studies will pur-
sue two lines of enquiry: some will help to
identify success factors and attributes that
these entrepreneurs share, while others will
address how to create incentives and prod-
uct designed to link this success to a tailored
value offering.

The analysis is based on the information
we manage on a daily basis and is crucial
N designing targeted interventions that

iIncrease social impact 79

We reinforce impact through the
knowledge of the client

We aim to strengthen this impact along three
dimensions that guide our current strategy

Robust
databases

« Socio-demographic

variables and
geolocation

o Business and

operational data

« Financial system data
. Etc.

Research using new

methodologies

« Profiling and impact

surveys to evaluate

o Clustering
« Predictive models

Financial Health
Managing assets and the

household’s financial resources

Value creation &
new proposals

« Channels
« Products / services
o Third-party
value offering
(partnerships)

o Processes

Living standards
Access to basic services and
empowerment

Business Development
Growth, productivity, asset
accumulation

Tracking &
monitoring

« Policies

« Business integration
« Reporting
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Sharing in order to find a
solution together

Experience has shown us that there is no one-
size-fits-all solution for everyone, and that we
need the help of other stakeholders (corpora-
tions, NGOs, etc.) if we are to achieve inclusive
and sustainable development.

In their turn, in those places where micro-
finance does not reach, advanced analytics
helps to share conclusions with impact mea-
suring specialists, or with the actors them-
selves, opening the way for mutual help and
learning exchange.

The key for maximizing impact entails active
incorporation of the assessment results with
the aim of triggering new interventions and
interdisciplinary strategies. More agile, flex-
ible studies with faster turnaround times will
enable us to self-assess, so as to improve the
service we provide.

The need to combine research with pilot

tests will let us use agile proposals ana
Make gains In managing impact , ,
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L atin America:
RODUSt come-pack
ACross our footprint

Economy

The COVID-19 crisis exacerbated a decade of
sluggish expansion in the region: from 2010 to
2019, average annual growth was just 2.2%,
compared to the global rate of 3.1%. Despite
record levels of new infections at the end of
2021, the fatality rate across the region was
the lowest it has been since the start of the
pandemic, which has made it possible for mo-
bility to return to pre-pandemic levels in most
places, even though certain countries have
maintained some restrictions on movement.

Globally, there has been widespread recov-
ery, although to differing degrees, both in ad-
vanced and emerging markets. Many econo-
mies have reverted to positions held before the
pandemic, whereas others have remained be-

low their 2019 figures. Developed economies
grew by 5%, after a slump of 4.5% in 2020,
while emerging and developing countries ex-
panded by 6.5%, having fallen back 2% in the
year the pandemic began. The world economy,
which had shrunk by 3.1% in 2020, increased
by 5.9% in 2021.

The return to growth of Latin America’s trad-
ing partners, particularly China, the United
States and Europe, together with intra-region-
al momentum, has supported the region’s
growth. By importance we should point to Chi-
na, which expanded by 8.1% and was the only
major economy that did not shrink during the
pandemic (growth of 2.3% in 2020), and the
United States, which increased by 5.6%, after

falling back by 3.4% in 2020.

This strong recovery is explained by a base
effect, as it is being compared against a pe-
riod when activity ceased, as well as by the
monetary and fiscal stimulus programs which
held economies up and acted to reduce the
negative impact of the pandemic during 2020
and 2021. All of the above partially offset the
supply shocks caused by the difficulties in the
value chain resulting from logistics issues and
high transport costs, which were a brake on
growth.

Consistent with the growth momentum, the
global volume of goods trade grew by 11% in
2021, following a 5.3% contraction in 2020.

The reactivation of the world’'s economic ac-
tivity in 2021 caused trade in goods to top
pre-pandemic levels.

The recovery of activity was driven both by de-
mand and by certain restrictions in the supply
of raw materials. This explains the sharp im-
provement in the terms of trade, which trig-
gered the swift rise in the price of the region’s
key commodities, starting in the second half
of 2020. In 2021 these commodities enjoyed
an average boost of 43%.

The price of crude oil, such as Brent, shot up by
55% in 2021. This is the outcome of interrup-
tions due to climate factors, higher demand
for gasoline and diesel, and the increased de-

' National sources. Estimates to end of 2021 by BBVAMF Research.

11
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mand for crude and gas that outpaced the
growth in production. The price of oil futures
expanded by 54% during 2021. Natural gas
price hikes were the most moderate of the en-
ergy commodities, but still grew by 38%.

In 2021, the energy indicator increased twice
as much as the industrial metals index in per-
centage terms. Most of the remaining com-
modity indexes expanded by around 20%.

In this climate of trade recovery, Latin Amer-
ican countries’ exports surged 25% in value,
while volumes exported increased by 8%.
Meanwhile, imports expanded 32% in value
and 20% by volume.

Bottlenecks in production chains and the in-
crease in commodity prices drove up inflation

throughout the world.

Blockages and mobility restrictions triggered

serious interruptions in several production
chains, which caused a short-term supply
shortage. Later there were restrictions in the
supply chains resulting from the high demand
overall caused by the economic recovery, the
sharp increase in relative demand for durable
goods, and greater demand for other goods
too, in anticipation of possible scarcity in the
future.

In the medium and long term, if inflationary
growth persists, particularly in food prices,
this could be a factor driving inequality with-
In countries because of the greater weight of
these products in the food baskets of lower-in-
come segments.

Within this global framework, the region’s
economy expanded by 6.8% during the year,
almost matching the fall the previous year
(6.9%). All the region’s economies recovered
in 2021, apart from Surinam, Haiti and Venezuela,

" National sources. Estimates to end of 2021 by BBVAMF Research.




SOCIAL PERFORMANCE REPORT 2021 / Macroeconomic context / Economy

countries suffering from a mix of a greater
persistence of the pandemic, an adverse
socio-political climate of institutional instability,
growing insecurity, and social unrest, depending
on the country.

Inall countries the same factors wereinplay as
in developed markets, but support measures
were less comprehensive. Fiscal efforts by the
region’s economies to mitigate the effects of
the crisis were conditioned by the capacity
of the economy in question to stimulate eco-
nomic and social recovery. To put the magni-
tude of the measures into some context, there
is aratio of 2to 1, depending on the size of the
economies in each block.

Averaging out theregion’'srecovery conceals
significant variations between countries.
Colombiaand Chile, forexample, had more than
recouped the losses suffered in 2020, growing
faster than prior to the pandemic. However,
larger economies such as Mexico and Brazil
have still not recovered, or only just, their pre-
vious levels, affecting the region’s aggregate
performance.

In the countries where BBVA Microfinance

Foundation’s institutions operate, our foot-
print2, activity increased by an average of
12%3, double the average for the region. All
countries posted strong recovery. Panama
grew by 14.9% despite being the country with
the sharpest reverse in activity in 2020; Peru
bounced up by 13.3%; Dominican Republic by
12.3%, Chile by 12.1% and Colombia by 10.6%.

2 Chile, Colombia, Panama, Peru, and Dominican Republic.

3 Growth weighted by the size of each of the economies where BBVA Microfinance Foundation institutions operate.

O " GDP growth

14.9%

13.3%

12% 12.1% 10.6%

-5.7%

Footprint \ Panama \ Chile \ Peru \ Colombia

@ 2021
® 21/19

12.3%

Dominican
Republic

13
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Since activity in 2020 was extremely atypical,
the base effect of comparison is one of the fac-
tors accounting for this robust growth, together
with the fiscal, monetary, and other support
measures adopted in each of the countries.

These hearty rates of expansion have enabled
our footprint to return to 2019 levels on the
whole, with the average actually 2.7% higher
than that year. All countries, except for Panama,
which is carrying an accumulated drop of 5.7%,
have recovered the activity lost during the pan-
demic.

Chile and Dominican Republic have grown the
most, jumping by 5.6% and 4.7% respective-
ly, whereas Colombia and Peru’s gains are low-

er, 2.8% and 0.8% respectively since 2019, but
thus still beating their pre-pandemic results.

Turning to domestic demand, private spending
has been the strongest driver, explaining a major
part of the growth in all our footprint countries.
Spending was up by 14.3%, after dipping 6.1%
in 2020, while investment grew by 20%, after
slumping by 17% the year before.

Household spending in Colombia shot up by
14.6% in 2021, as excess saving accumulated
during the pandemic’s strict lockdown period
was used. Higher remittances from workers and
the availability of credit at historically low real in-
terest rates also contributed to this momentum.

The robust recovery of growth in 2021 has

enabled the fall in activi

'y caused by the

pandemic to revert in BBVAME's footprint, with
arise of 2./% since 2019 55

In Peru, household spending grew by 11.7%,
driven by recovery in disposable income resul-
ting from drawdowns on contingency savings, as
well as the better labor market and greater
flexibility in health measures thanks to progress
In the vaccination campaign.

Private-sector spending in Dominican Repub-
lic rose by 6.6 %, reflecting the impact of remit-
tances from the rest of the world, which reached
record levels, at USD 104 billion. Monetary flexi-
bility measures also helped to push up spending.

In Chile, private spending soared by 20.3% in
response to greater mobility, the partial draw-
down of contingency savings and fiscal trans-
fers. Spending in services and non-durable

goods was noticeably higher, while sales of au-
tomotives, white goods and technology prod-
ucts rose too.

14
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O 2 Consumption growth

@ 2020
® 2021
20.1%
14.1% 14.3%
12.1%
e 11.6%

5.7%

-2.4%
-4.2%
-6.8% -6.1%
-1.3%

°

-15.7%
Dominican | Colombia | Peru | Chile | Panama | Footprint
Republic

Source: National sources and BBVAMF.
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In a context of demand recovery, all countries in
our footprint saw a considerable uptick in invest-
ment, together with a return to normal in con-
struction activity. Nevertheless, although exports
expanded significantly, the net external sector4
made a negative contribution to growth as a result
of the sharp increase in imports associated with
this improvement in activity.

After the shutdown in 2020, private investment
returned to growth. However, despite expanding
by 11.2% in 2021, in Colombia investments did not
manage to get back to their pre-pandemic levels,
while progress in construction remained low.

In Peru, investment in the private sector increased
by 376% in 2021, mainly thanks to momentum
in construction and the execution of major infra-
structure projects. Public-sector investment rose
by 23.7% in the same year, boosted by the execu-
tion of reconstruction projects and the Arranca

Pert [Get Going, Peru] program. The development
of major transport infrastructure, such as line 2 of
the metro networks in Lima and Callao, and the
international airport at Chinchero, helped too.

Dominican Republic’s private-sector investment
expanded by 22.1%, thanks to the impetus from
the construction sector, where important tourism,
trade and residential projects got going again.

In Chile, investment grew by 17.6%, spearheaded
by an expansion in the purchase of industrial plant
and freight vehicles, as well as construction and
other works, because of an increase in building
and reactivation of engineering projects.

4 Exports minus imports.

20%

O 3 Investment growth

@ 2020
® 2021

34.9%

°
26% 24.5%

17.3% ®

9.9% ®

= o
12.1% 11.5%
-16.3% -17%
-20.5%
®
-33.1%
Delmlileen | Colombia | Peru | Chile | Panama | Footprint
Republic

Source: National sources and BBVAMF.
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At the end of 2021, average inflation in Latin
America and the Caribbean® stood at 7.2%. As
well as the recovery of domestic demand, the
underlying reasons were the increase in energy
and food prices, depreciating exchange rates,
which impacted the price of imported products,
and the pent-up demand caused by the
pandemic for the supply of goods.

This increase in inflation comes on top of the
region’s pre-existing structural issues prior to
the pandemic. Both headline and core inflation
have exceeded the targets of central banks
throughout the region, tightening family bud-
gets and raising poverty.

The same factors impacting global and regional
inflation were at work in our footprint, with the
price rises jumping from 2.3% in 2020 to 6.3%
in 2021. In this more inflationary environment,
the behavior of the real sector and market un-
certainty meant that central banks’ monetary
policy was less expansive, with adjustments
to the monetary policy in all countries, but still
with strongly negative real interest rates.

5 Not counting countries with chronic inflation, such as Argentina, Haiti, Surinam, and Venezuela.
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O 4_ Inflation

@ 2020
. 2021
8.5%
o
7.2%
6.3% 6.4%
o 5.6 %

2.6%

-1.6%

‘ Dominican

Footprint | Panama | Chile | Peru | Colombia Republic

Source: National sources and BBVAMEF.

In Colombia, inflation fell to 1.6% Iin 2020 as
a result of weak demand because of the pan-
demic. From May 2021 onwards, however, the
trend changed direction, and by the end of the
year the rate stood at 5.6%. This is explained by
supply problems and the swift recovery of the
economy once lockdowns were lifted. As part of
the returnto normal, interest rates stayed at 1.7%
until September, rising to 3% by year end.

In Peru, as well as the factors inherent to the
post-pandemicrecovery,theriseintheexchange
rate put even more pressure on the prices of
products containing imported components in
2021. Inflation jumped from 1.97% in 2020 to
0.43% in 2021, with food and beverages rising

by 7.97%, while fuel and electricity leapt up by
24.41%, prices of these having risen by merely
2.24% and 2.13% respectively in 2020.

In Dominican Republic, headline inflation went
from 5.5% in 2020 to 8.5% in 2021, with core
inflation reaching 6.87% by the end of Decem-
ber 2021. Against this backdrop of inflationary
pressures, the central bank took the decision
to raise the monetary policy rate, which it had
left at 3% since September 2020, by 150 base
points from November, thus closing December
2021 at 4.5%.

Inflation ended 2021 at 7.2% in Chile, the high-
est rate for 14 years. This is mainly accounted

18
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for by the expansion in internal demand and the
depreciation of the peso caused by idiosyncratic
reasons. On top of this were the other global fac-
tors, suchasdemandgrowth, disruptions caused
by the pandemic to international value chains of
goods, and the rise in commodity prices.

In Panama, 2021 closed with inflation having
posted a year-on-year variation of 2.6% and
an accumulated rate between January and De-
cember of 1.6%. These rates contrast with the
variation in 2020 of -1.6% in 2020, a year of al-
most total economic paralysis due to the pan-
demic, the accumulated -0.4 % between Janu-
ary and December 2019, and the accumulated
0.8% posted for 2018.

The 10.6% expansion in transport sector prices,
a consequence of the increase in the cost of

oil in the last quarter of 2021, has impacted
the other categories.

In general terms, across all the countries in
our footprint, inflation has risen fast and more
strongly than in recent years. It has had con-
siderable impact on all families’ budgets, es-
pecially the most vulnerable, since they are
more exposed and have fewer mechanisms to
protect them from the onslaught of inflation.
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Employment, poverty
and welfares

The pandemic was an unprecedented attack
on the world economy, with a widespread stop-
page of activity, as such causing massive dis-
ruption to employment. Measures and policies
to try to soften the impact on jobs and protect
iIncomes, which were essential to mitigate the
crisis, helped but were not enough.

In 2020 the equivalent of 255 million fulltime
workers were lost worldwide, whether due
to the loss of jobs or to the lower number of
hours worked. The latter reason explains why
approximately half of those losses were as a
consequence of reducing working days for
those who kept their jobs, resulting from job

protection policies that entailed furloughs.

The remaining half was due to job destruc-
tion, whether of those who lost their jobs or
left the workforce, or of those jobs that would
have been created were it not for the pan-
demic. According to the ILO’s estimates?,
100 million net jobs were restored in 2021,
meaning that employment levels were still
below their 2019 levels.

In Latin America, all these factors were in play.
The participation rate dropped from 62.7% to
53.2%, while the employment-to-population
rate fell from 57.4% in 2019 to 51.7% in 2020,

6 National sources. Estimates to end of 2021 by BBVAMF Research.
71LO. World Employment and Social Outlook: Trends 2021.

which implies that about 25.8 million people
stopped being occupied over the course of
that year. The average unemployment rate
surged from 7.9% in 2019 to 11.6% in 2020.

The departure from the labor force of many po-
tential workers who stopped looking for work,
which was simply non-existent during the cri-
sis, attenuated the unemployment figures, be-
cause of the fall in both the participation and
the employment-to-population rates. The fur-
lough policies adopted, temporarily suspen-
ding work contracts while offsetting this with
some kind of monetary provision or subsidy,
allowed many to keep their jobs and softened

the impacts on unemployment rates.

In 2021, the participation rate increased by
6.8 percentage points to 60%, still 2.7 percen-
tage points below its 2019 levels. The employ-
ment-to-population rate rose to 54%, up by 2.3
percentage points from 2020, but still 3.4 per-
centage points below 2019.

20
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As a result, the unemployment rate fell by
0.9% from 2020 although, posting at an
average 10.1%, it was still 1.7 percentage
points above the figure in 2019.

Laborfigures showedthatrecoverywasshared
unevenly between men and women. During
2021, women's participation rate was 49.1%,
l.e. 3 percentage points below 2019, whereas
the rate for men was 71.8%, 2.4 percentage
points less than the year before, widening the
gender gap.

The return of women to the labor force in
2021 was slower than usual because of cir-
cumstances in which remote school learning
has become more generalized. The increased
need to look after family members had still

not totally abated and women'’s participation
in this area was over-represented

Men's unemployment rate improved in 2021,
falling from 10.7% in 2020 to &.7%, while
women's unemployment rate was virtually
the same (12%).

In the footprint, the economy’s performance
meant that the unemployment rate fell by
3.6%, in line with the trend across the region,
posting at 9.6% in 2021, the outcome of a
stronger labor market in all countries.

_abor indicators showed that recovery
petween men and women was uneven,

with a widening gender gap in terms of

participation and a s
N female employme

ower Improvement

wt,,

oy 3.6%., in line with

N the footprint, economic performance
orought the unemployment rate down

OUtComes across

the region, posting at 9.6% in 2021 55
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Unemployment
rate

@ 2020
® 2021
18.5%
14.6%
13.7% 13.2%
11.2% 0
10.3% 11.3%
o 9.6%
71.4% 71.2%
' : I '
Dominican | Palarrlbie Peru Chile | Panama | Footprint

Republic

Source: National sources and BBVAMEF.

In 2021, female unemployment stood at 12%,
4.2% worse than for men, which came to 8.7%.

The overall participation rate inched up by
1.1%, from 61.3% to 62.4%, with a participa-
tion gap between men and women of 21.7%.
The participation of the former was 73.4% and
that of women 51.8%.

22
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Labor market
participation rate

65.4%

63.1% 63.1%

61.2%
' 59.3%

Dominican Republic Colombia

61.1%

72.7%

69.9%

64.7%

Peru

58.5%

56.6% ‘

@ 2019
® 2020
® 2021
66.5%
66%
62.4%
61.3%
60.4%
59.2% i l
Panama Footprint

Source: National sources and BBVAMF.
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The pandemic exposed the fact that the number
of women working in jobs that require more per-
sonal interaction, such as retail trade, hospitali-
ty, caring for people, and tourism, is much higher
than the number of men. Since these activities
cannot be carried out remotely, they were more
likely to stop working.

A second factor that put a stop to women's
progress in the labor force was unpaid work in
the home, together with looking after children
and other dependents. Many minors were still
not going to school and required greater dedica-
tion in overseeing their schoolwork. This was a
brake on the full incorporation of many women
into the labor market, since the bulk of these ac-
tivities fell on their shoulders.

The crisis brought on by the pandemic has changed
the traditional dynamics that, together, shaped
the composition of employment in previous crises.
When formal employment fell, typically it was the in-
formal sector that picked up the slack, partly offset-
ting that reduction.

/  Macroeconomic context / Employment, poverty and welfare

However, during this crisis, both formal and in-
formal employment fell, with the informal sec-
tor shrinking more because of its nature and its
greater sensitivity to lockdown measures

In 2021, informality in the footprint account-
ed for 56% of employment, with the partial
recovery of jobs spearheaded by the growth
in informal employment. This amounts to
around 60% of all jobs generated during the
reactivation after the pandemic.

During the pandemic, the pre-existing gaps in
participation, employment-to-population, and
unemployment rates narrowed between ru-
ral and urban areas. Even though in 2021 the
Improvement in labor indicators was visible in
both types of environment, neither rural nor
urban areas returned to their 2019 levels.

0/

rate

59.1%
56.8%
I I 50.4% 50.6%
Dominican
: Colombia
Republic

Informality

80.9%

Peru

76.5%

279, 28.3%

Chile

52.8%

47.8%

Panama

@ 2020
© 2021

55.9% cc cor

Footprint

Source: National sources and BBVAMF.
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The labor dynamics during the crisis caused
by the pandemic and the subsequent recov-
ery have been heterogenous across the foot-

print, varying significantly between countries
and sectors. From the beginning of the recov-
ery, employment growth trends have depend-
ed on vaccination rates and the different fis-
cal capabilities of each country to put support
policies in place.

In Colombia, the unemployment rate was
13.7%, that is, a 2.2% reduction from 2020.
The participation rate came in at 60.6%, an
increase of 1.4% from the year before. Final-
ly, the employment-to-population rate was
52.3%, 2.5% up from 2020.

8 Active unemployed.

Men's unemployment rate was 8.4%, while
for women it was 15.1%, i.e. 6.7% lower for
men than for women. In 2020 this difference
worked out at 8.5%.

In Dominican Republic, the official unemploy-
ment rate — defined as the proportion of the
economically active population that is unem-
ployed but actively looking for work8, posted
at 7.1% at the end of 2021, 0.3% down on the
2020 proportion of 7.4%.
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If we turn to extended unemployment rate,
counting both the active unemployed, those
who are looking for a job, and the people who
have a high likelihood of putting pressure on
the job market or of joining the labor force
as soon as conditions improve, this stood at
13.2%, shrinking by 1.7% from the end of 2020.

As far asthetime spentunemployed goes, only
17% of the unemployed recorded in 2021 had
been without an occupation for a long time.

58.1% of all jobs were worked under informal,
low-quality conditions with low productivity,
while the majority of workers were self-em-
ployed.

The official unemployment rate for men was
4.1%, and 11.2% for women. Thus, where-
as women's unemployment was 7.1% higher
than that of men, the previous year the gap
had been 5.8 percentage points.

In Peru, in metropolitan Lima, the unem-
ployed accounted for 10.7% of the entire eco-
nomically active population, a drop of 0.7%
from 2020. Female unemployment came to
12.8%, 3.8% more than for men. The partici-
pation rate was 63.8%.

In Chile, at the close of 2021, the unemploy-
ment rate was 7.2%, marking a fall of 3.1%
since the end of 2020. This was the outcome
of a4.5% rise in the labor force, lower than the

uptick in employed people, which was 8.1%.
The numbers of the unemployed, meanwhile,
shrank by 9% over the same twelve-month
period, because of the reduction in the num-
ber of those who were laid off (27.8% fewer)
and a 18.3% reduction among those looking
for work for the first time.

Therate of women's unemployment was 7.4%,
and that of men 7.1%, a drop of 3.5% and 2.7%
respectively from 2020. On the other hand,
since the peak of the pandemic, 1,436,000
jobs have been restored, equivalent to 77.5%
of those destroyed. This recovery has been

skewed 81.8% towards men, and 73.1% to-
wards women.

The employment-to-population rate ended
2021 at 54.3%, while participation in the labor
force posted 58.5%. In 12 months, the number
of people in work increased by 8.1%, with the
proportion of women up by 11.7%, and that of
men higher by 5.7%.

Informal employment-to-population was
28.3%, 1.3 percentage points higher than
in 2020. The number of people working in
the informal sector also rose, by 13.3%; of
these, working women rose by 21.9%, while
the figures for men went up by 7.4%.

The unemployment rate in Panama was 11.3%,
representing a reduction of 7.2% from 2020.
The rate for men was 11%; for women it was
11.8%, meaning that men’s unemployment was
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lower than women's by just 0.8%. In 2020, the
difference was much wider: 6.4%.

The informal sector accounted for 47.6% of the
whole in 2021, a reduction of 5.2% since 2020
(when it was 52.8%), although slightly up, by
2.7%, from 2019.

The fact that not all jobs destroyed during the
pandemic were restored, and the major increases
across the footprint countries of inflation, led
to a fall in real household incomes, with the
corresponding impact on poverty levels. The
loss of jobs and the reduction of labor incomes
that took place during the pandemic affected
lower-income segments especially hard.

In 2021, monetary poverty stood at 29.1%,
meaning that nearly 34.6 million people found
themselves in these circumstances. Last year
around 2.9 million people escaped poverty,
a 2.87% reduction in the poverty levels from
2020.

The pandemic caused 8.6 million people to
fall into poverty in 2020. Of these, only 33%
managed to escape it in 2021, with 5.7 million
more people in this situation than in 2019.
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O 8 Monetary
poverty

32.1%

30.1%
29.1% 26.4%
26.1% 26.4%
25.1%
21.5%
20.2%
14.2%
11.7%
90/0 I

Footprint

Panama Chile Peru

42.5%

| 39.3%

Colombia

35.7%

@ 2019
® 2020

© 2021

23.9%
23.4%

20.9% '

Dominican Republic

Source: National sources and BBVAMF.
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Footprint
People moving in and out of
poverty
8,668,271 P
5,730,135

All of the above means that a faster recovery
of household incomes will be needed to re-
turn to 2019 levels. Creating jobs will play a

N ——

SRR
N 5

Uiy

who fell into it because of the pandemic are
still in this situation.

2,938,136 central role in achieving this, together with a In 2020, the percentage of people in multi-
gradual moderation in the rise of inflation. dimensional® poverty in Colombia'® was
18.1%:; this ratio breaks down into 12.5%
21719 20719 21720 In Colombia, in 2021, 39.3% of Colombians in urban areas, and 37.1% in rural ones,
suffered monetary poverty, a reduction of three times the proportion of those in cities.
=ource: National sources and BEVAMF 3.2% from 2020. Around 1.3 million people
had escaped poverty, but another 2.4 million
9 The six dimensions making up the Multidimensional Poverty Index (MPI) conditions. Between them, they are measured by 15 indicators. Households are deprived along 20-33.33% of the weighted indicators. Someone is cate- 1 Dane: Multidimensional poverty in Colombia.
are: educational conditions in the home, conditions of children and young are considered multidimensionally poor when they suffer privations in at gorized as living in severe poverty if they are deprived along 50-100% of the 29

adults, healthcare, work, access to public utilities in the home; and housing least 33.3% of these indicators. Someone is considered vulnerable if they weighted indicators.
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Multidimensional
poverty

Based on latest
information available
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41.7%

25.2%
20.7%
18.5% 19%
‘ 18.1%
DRep‘uI:.)hC | Colombia | Peru* | Chile | Panama | Footprint
ominican

Analysis conducted by COMEXPeru since 2020. COMEXPeru is a private association of the largest companies involved in
Peruvian foreign trade. It estimates multidimensional poverty with its own measurements using data from the National
Household Survey (ENAHO). COMEXPeruU’'s measurement is an MPI based on Alkire-Foster methodology, but it is not an
official poverty measurement in Peru.

Source: National sources and BBVAMEF.

*Analysis conducted by COMEXPeru since 2020. COMEXPerU is a private association of the largest companies involved in Peruvian foreign trade. It es-
timates multidimensional poverty with its own measurements using data from the National Household Survey (ENAHO). COMEXPeruU’'s measurement
is an MPI based on Alkire-Foster methodology, but it is not an official poverty measurement in Peru.

In 2020, monetary poverty" affected 30.1% of
Peru’s population, arise of 9.9% from 2019. This
increase was due to the pandemic and the im-
pact of most economic activities shutting down
In response to the national emergency, togeth-
er with the mandatory social isolation. All this
resulted in around 3.3 million people falling into
poverty.

In 2021, according to our own estimates’2, mone-
tary poverty affected 26.4% of the population, a
3.7% drop from 2020. This means that approx-
imately 1.1 million people had escaped poverty,
but 2.2 million who had fallen into it because of
the pandemic were still in this situation.

Despite the economic recovery in 2021, pover-
ty levels have remained higher than in 2019, re-
flecting the vulnerability in which a large part of
lower-income segments live; when there is any

kind of shock, they fall back into poverty.

In 2020, 41.7% of Peruvians suffered from multi-
dimensional poverty'3 .Unlike the sharp increase
in monetary poverty that occurred in 2020, and
which represented a return to the figures of 10
years previously, multidimensional poverty went
down by 0.7%, showing a certain stagnation, es-
pecially if we bear in mind that in the last decade
the reduction had been, on average, posting at
2.2% a year.

" Source: National Statistics & Information Technology Institute (Instituto Nacional de Estadistica e Informatica) (INEI).

2 BBVAMF Research.
¥ Information from the National Household Survey (ENAHO).
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In Dominican Republic, the monetary poverty
rate went from 23.4% in 2020 t0 23.8% in 2021.
So, from the beginning of the pandemic, around
276,000 people, in absolute terms, fell into pov-
erty. The rural monetary poverty rate increased
by 0.78% between 2020 and 2021, reaching
24.7%. In urban areas the overall poverty rate
ticked up by 0.43%, to 23.7%.

The general monetary poverty rate would have
been higherin 2021 were it not for governmental
transfers. In that year, the general poverty rate
would have risen to 26.72%, if monetary trans-
fers had not contained the increase, keeping the
increase to 2.87%". Transfers used during the
pandemic have all had similar impacts, but
to differing degrees in each of the footprint
countries.

In 2019, 18.5% of homes in Dominican Republic
were multidimensionally poor.

Even though Chile continues to have the sec-
ond lowest rate of poverty in the region, after
Uruguay, it rose 3.5% to 14.2% in 2020. If the
year 2017 is taken as a benchmark (with pov-
erty affecting 10.7%), the increase amounts to
1.18 million people, around 89% of whom fell
into poverty because of the pandemic.

In 2021, according to our own estimates', mon-
etary poverty stood at 11.7%, a decrease of 2.5%
comparedto2020.Innumbers of people, around
470,000 had escaped poverty, but 580,000 of
those who fell into it during the pandemic were
still in that situation.

According totheresults of the last Casen survey

% Bulletin with Official Statistics on Monetary Poverty in Dominican Republic 2021 (N° 9/Year 7).

15BBVAMF Research.
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from 2017/, 20.7% of Chilean households were
multidimensionally poor. In rural areas that indi-

cator rose to 374%, while for urban areas it was
18.3%.

The pandemic has had impacts that have been
only partially measured to date, making it im-
possible to compare the movements of poverty
with previous years. On the other hand, when we
analyze the different dimensions, we see that as
well as the fall in household incomes, the crisis
caused by coronavirus has affected other com-
ponents of people’s welfare, such as education
and healthcare. The rise in these deprivations,
which go to make up multidimensional poverty,
sharpened considerably during the pandemic.

In 201976, monetary poverty in Panama affect-
ed 21.5% of the population. Between 2008 and
2019, Gross Domestic Product grew at an annual
rate of 6.1%, and poverty fell by 12.3%. The aver-
age annual rate of people in poverty was 4.2%.
The pandemic, according to our estimates'’,
pushed around 230,000 people into poverty,
meaning that 26.4% of the population found it-
self in this situation. Although poverty expanded
by 4.9%, the set of support measures adopted
by the government prevented many more people
from falling into poverty in the short term.

Improved economic performance and of em-
ployment in 20218 brought monetary poverty
down by 0.3% from 2020, to 26.1%.

16 |_atest year for which official information is available.
17718 BBVAMF Research.

According tothelatest official figures, from 2018,
19% of the population was in multidimensional
poverty. Average deprivations were 42.4%. As
has been the case in other countries, the pan-
demic is very likely to have caused significant
impairments and increased the intensity of the
shortfalls in certain dimensions that are particu-
larly impacted by the pandemic, such as educa-
tion and healthcare.
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Overtwo years afterthe start of apandemic that
has led to prolonged restrictions on movement
and economic uncertainty, while laying bare
the limitations of every country’'s health-
care system, the pressing question now is: how
can we build back more, better, inclusively and
together respond to global challenges?

Societies and economies are having to deal with
the increasingly unpredictable, complex, and
serious consequences of biodiversity loss and
the exhaustion of resources, climate change,
iIncome inequality, migration and other environ-
mental and social worries. All this is exacerbated
by weak institutional and corporate governance,
which has a major impact at a number of levels.

Against this backdrop, legislators throughout
the world are taking measures to change those

economic activities that have significantly
adverse effects and thus alleviate the worst con-
sequences. Although these policies will be intro-
duced gradually and will take full effect on par-
ticipants in financial markets in the long term,
it is critically important to develop strategies to
cope with these changes in a shorter timeframe.

To do so, we need to provide real support
for a vision of sustainable development,
which means combining economic growth,
social inclusion, and environmental sustain-
ability. This way of thinking may mean the
route towards equality and prosperity in the
world, ensuring respect for the environment.
Therefore, taking on this holistic vision and
putting it front and center of strategies is
essential if our goals are to be reached. Given
the financing needs entailed, finance must

also stand at the heart of strategies in order
to make sustainable development successful.

The means of offering sustainable financing
have increased rapidly in the last few years,
as a growing number of investors and institu-
tional funds have already integrated environ-
mental, social and governance (ESG) factors
into their investment approaches. This growth
has been driven by demand changes through-
out the financial ecosystem, encouraged both
by the search for more enlightened long-term
financial values and by the desire to better
align these values. ESG investment means
that investors take into account both tradition-
al financial factors together with environmen-
tal, social and governance criteria. It also rep-
resents a more holistic investment approach,
since it factors in the impact on the natural

world and society, as well as any potential
financial gain. The idea behind this approachis
that finance should support society’'s broader
goals in the long term instead of simply trying
to obtain short-term returns.
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SDGs into ESG

This sharper focus on the standards and as-
sessment of ESG criteria is a way of synthe-
sizing how we can act to protect the natural
world, ensure social progress, and improve
global governance standards. Each area
covers an extensive range of ESG factors on
which the non-financial impact of a company
or an investment project can be measured.

According to the World Economic Forum, the
greatest global risks in terms of their impact
and likelihood are linked to ESG: failure on
climate action, human-made environmen-
tal damage, livelihood crises and biodiversity
loss. These risks must be considered when
designing sustainability strategies. Companies
that plan ahead can react more effectively to
these challenges.

Nevertheless, risk mitigation is not enough.
It is imperative that the volume and effec-
tiveness of resources are raised so that they
have a real social and environmental impact.
Support for ESG goals made a great stride

forward in 2015, when the 193 countries in the
UN'’s General Assembly adopted the Sustain-
able Development Goals (SDGs). These set
17 interlinked global goals aimed at directing
the world towards a more sustainable and
inclusive future.

The SDGs encompass a broad range of ESG
factors. The challenges facing the world — from
climate change to inequality — are important
and there are now fewer than eight years left
to achieve the 17 SDGs proposed by United
Nations.

These private-sector goals apply in each of the
dimensions comprising ESG, where supervis-
Ing corporate governance is as important as
the role of governance itself in driving social
and environmental progress.

'World Economic Forum, “The Global Risks Report 2021" (Junio 2021).
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The BBVA Microfinance Foundation is thus
wholly aligned with the SDGs, impacting 13
of these 17 goals. Of these, it is fully active in
those which reflects its core mission: reducing
poverty (SDG 1) and inequality (SDG 10). And it
createsdecentjobsandeconomic growth (SDG
8), thanks to its impact on generating self-em-
ployment and/or employment of third parties.
It achieves this by providing access to financing
for entrepreneurs who lack it, given that greater
financial inclusion is linked to higher growth in
the economies which provide it.

The Foundation’s purpose is therefore to
generate an impact on the standard of living

of the vulnerable entrepreneurs it serves, pro-
tecting environmental sustainability, both in
terms of its direct actions, and the impact of
the activities financed. Likewise, it strives to
formulate solutions to mitigate the impacts
facing boththe Foundationitselfanditsclients.
In consequence, it is necessary to align deve-
lopment targets with the organization’s capa-
bilities and adapt these to the various frames
of action. This will allow a route map to be
defined that can be achieved in all areas. ESG
criteria are a framework for this route map
that synthesizes the value created for a broad
panoply of stakeholders.

Sustainability is embedded in our
puUrpose: we aspire to sustainable
development for people (long-term,
across all dimensions) 55
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How ESG and the SDGs
complement one another

The SDGs put the key dimensions of a sus-
tainable and prosperous future for all into
categories. The SDGs are highly ambitious,
long-term targets, and the framework may
appear too theoretical (or overwhelming) at
the micro level for organizations whose goal
is to generate impact. Given their complexity
and ambition, a more thorough action plan is
required.

Thus, ESG and the SDGs work together to
discover how a company can achieve sustain-
able development. ESG factors are guidelines
that help to determine whether a product
or project is making a positive contribution
to the environment, to society, and to the
governance of an organization. It is a classi-
fication system used to measure their envi-
ronmental and social credentials. This means

that companies can classify themselves using
criteria such as:

/ Environment
Eg: greenhouse gas emissions, waste disposal, etc.

/ Social

Eg: working standards, diversity in the labor
force, etc.

/ Governance

Eg: governance at arm’s length, diversity, etc.

ESG is used to measure environmental, social
and governance practices within an organiza-
tion that, incorporated into daily commercial
operations, will be integrated with the SDG
targets in the longer term.

Maximizing impact
2 To what extent is the company

Direct
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making a positive contribution to society?

Indirect
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Our sustainability focus,
framed within ESG

In the case of the BBVA Microfinance Founda-
tion and its institutions, the social dimension
lies at the heart of its raison d'étre and
its actions. Our entrepreneurs and target
audience have low incomes and limited or no
access to the financial system. Furthermore,
they are more exposed to the impacts of
climate change that threatens to wreak devas-
tating consequences on their lives.

To this end, our work is designed to mitigate
the factors of financial and social exclusion, as
well as providing this population group with a

set of products that enable them to increase
their resilience to climate change, improve
theirinteractionwiththeenvironmentandtheir
standard of living. We develop all this within a
governance framework that safeguards the
fulfilment of our mission and our ethical prin-
ciples, establishing appropriate behaviors,
encouraging diversity, equality and better
working practices, while leaving the smallest
possible carbon footprint in the course of our
work, footprint that we will reduce substan-
tially in the next few years.

The ESG framework and making
the most of new opportunities

Employee

Minimize
risks

ESG has thus moved from being a framework
to becoming a strategic guide that enables us
to align our actions with the SDGs’ ultimate
Impact goals. By its very nature, as a social
Impact generator, the social dimension is
over-represented.

\being
ancial healt /e

/ Fin

Maximize
opportunities

By 2025

4.5 million clients

€ 7000 millons disbursed
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Social (Employees)

Governance

Carbon footprint

« Scope 1
« Scope 2
« Scope 3

Environmental management
« Energy per employee
« Water per employee

Climate resilience

« % Green products
* % Environmental insurance

Vulnerability

« % Migrants & displaced

* % Women/Rural/Education
* % Economic vulnerability

+ % Banked

* % Households +5 people

Business development

« 9% With more than 3 credit cycles
* % Who raise their incomes
* % Who escape poverty

Financial health

« % Savers
« N° people trained
« % with 3 or more products

Social welfare

« N clients with upgrade products
(housing, health, education and
connectivity)

« % Creating employment

Diversity

« Age, nationality, etc.
« % Women (employee / board
member or trustee)

Satisfaction

« Seniority

* % Turnover

* % Received training
« Labor l[awsuits

Diversity

* % Independent
« % Women (on board)
« Average tenure
« N° nationalities

Compliance

* % Regulatory recommendations
adopted

« % Compliance with the action
plan (Self-assessment)

Risks
« % Lawsuits (non-labor)
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BBVAMF Group
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BBVA Microfinance
Foundation (FUN)

Aggregate

BA

FC

AD

MS

FE

EM

Measures 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021
Carbon Footprint

CO, emissions (Scope 1) TnCO2e 191 140 4 6 186 134 2 1 /70 11 110 119 3 0 1 2 0 0]
CO, emissions (Scope 2 - location-based) 2,479 2,624 17 14 2,462 2,610 681 787 431 385 1,225 1,267 73 119 52 53 0] 0
CO, emissions (Scope 2 - market-based) TnCO2e 2,462 2,610 0 0 2,462 2,610 681 787 431 385 1,225 1,267 73 119 52 53 0 0
CO, emissions (Scope 3) TnCO2e 96 120 32 8 64 112 13 82 19 28 5 2 7 0 20 0 0 0
Total footprint TnCO2e 2,748 2,870 36 13 2,712 2,857 696 870 521 424 1,340 1,388 83 119 73 56 o) o
Employees (Environment) 8,082 8,047 48 46 8,034 8,001 3,195 3,119 2,649 2,666 1,362 1,365 225.00 247.00 603 604 0 0
CO, emissions per employee Tn CO,e/FTE 0.34 0.36 0.75 0.29 0.34 0.36 0.22 0.28 0.20 0.16 0.98 1.02 0.37 0.48 0.12 0.09

Environmental Management

Energy Kwh 9,153,898 8,611,044 66,269 69,234 9,087629 8,541,810 4,226,437 4,081,637 2,147289 1904460 2168522 2,149,579 416,169 286,111 129,211 120,023 0 0
Energy / employee Kwh/FTE 1,133 1,070 1,381 1,505 1,131 1,068 1,323 1,309 811 714 1,592 1,575 1,850 1,158 214 199
Water m3 116,450 104414 173 82 116,277 104,331 23,390 20,512 31,526 30,130 53,483 48,029 0 12 7,878 5,648 0 0
Water / employee m3/FTE 14 13 4 2 14 13 7/ 7 12 11 39 35 0 0 13 9
Paper Kg 203,075 212,380 0 0 203,075 212,380 87039 64,362 76,726 66,841 25,201 68,668 5,875 6,066 8,234 6,444 0 0
Paper / employee Kg/FTE 25 26 0 0 25 27 27 21 29 25 19 50 26 25 14 11

Green Offering

Clients with green loans

% o/ total

N/A

N/A N/A

N/A

12,065

314

1221 4750 4419

861

Clients with climate insurance

#

4428 10817

N/A

N/A

4428 10817 4428 10817

The Aggregate represents the sum of all the countries, FUN are the indicators exclusively of the Foundation, BBVAMF Group is the sum of both.
For the per capita carbon footprint, the number of people includes external suppliers or collaborators, thus it differs from the total employee data.
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Governance
BBVAMF Group FUN Aggregate BA FC AD MS FE EM
Measures 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021
Governance
Corporate governance code v v i v v Y v v v Y v v v v i v v Y v
Regulations applying to Trustees/Board and y y y y y y y y y y y y y y y y y y y
committee members
Annual training B} _ _ i} v v v v v v v v v v v v v v v
Activity report and annual assessment - - - - v v v v v v v v v v v v v v v
Diversity
N° of members 8 8 8 8 7 7 7 7 8 8 5 5 7 7 4 4
Nationalities 3 3 3 3 3 3 4 4 2 2 3 3 2 2 2 2
Women 63% 63% 63% 63% 43% 43% 43% 43% 38% 38% 20% 20% 0% 0% 0% 0%
Chairwoman 100% 100% 100% 100% 33% 33%
CEO 20% 20%
CFO 67% 67%
Age
<50 - - - - - - - 13% 13% 20% 20% 14% 14% - -
51-60 years old 25% 25% 25% 25% 29% 29% 29% 29% 38% 38% 60% 60% 43% 43% 50% 25%
61-70 years old 50% 50% 50% 50% 71% 71% 57% 57% 38% 38% 20% 20% 43% 43% 50% 75%
>70 years old 25% 25% 25% 25% - - 14% 14% 13% 13% - - - -
Profile
Directors & senior management 88% 88% 88% 88% 100% 100% 100% 100% 100% 100% 100% 100% 86% 86% 100% 100%
Finance & risk 88% 88% 88% 88% 86% 86% 71% 71% 75% 75% 80% 80% 57% 57% 75% 75%
Microfinance sector 63% 63% 63% 63% 100% 100% 86% 86% 88% 88% 100% 100% 100% 100% 100% 100%
Talent management 75% 75% 75% 75% 43% 43% 71% 71% 38% 38% 40% 40% 43% 43% 50% 50%
Technology & Processes 38% 38% 38% 38% 29% 29% 43% 43% 13% 13% 40% 40% 14% 14% 50% 50%
Development 75% 75% 75% 75% 29% 29% 57% 57% 25% 25% 60% 60% 57% 57% 50% 50%
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BBVAMF Group FUN Aggregate BA FC AD MS FE EM
Measures 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021

Independence

Separate President & CEO v v v v v v v v v v v v v v v v

Independent status 50% 50% 50% 50% 86% 86% 86% 86% 63% 63% 60% 60% 29% 29% 0% 0%

Committees chaired by independents - 100% 100% 100% 100% 100% 100% 75% 75% 33% 33% 0% 0%

Years of tenure

<byears 37% 37% 37% 37% 57% 57% 14% 14% 25% 25% 80% 80% 0% 0% 25% 25%

6-10 years 13% 13% 13% 13% 29% 29% 57% 57% 75% 75% 20% 20% 100% 100% 25% 25%

>10 years 50% 50% 50% 50% 14% 14% 29% 29% 0% 0% 0% 0% 0% 0% 50% 50%
Duties of the post

Attendance 100% 100% 100% 100% 99% 96% 99% 100% 100% 99% 88% 95% 93% 88% 95% 92%

Remuneration for attendance at board/trust meetings USD - - - 600 600 600 600 1.500 1.500 400 400 350 350 350 350

Remuneration for attendance on committees uSD - - - 300 300 300 300 750 750 200 200 200 200 200 200
Compliance

Regulatory recommendations adopted 96% 100% 95% 100% 100% No evaluate

Compliance with action plan (self-assessment) v v v v v v v v v v v v
Risks

Risk mitigation level (environmental, y y y y y y y y y y y y

operational, reputational, etc.)

Non-labor litigation 27 92 3 0 0 0

Non-labor litigation 59% 69% 43% 0% 0% 0%
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BBVAMF Group Aggregate
Measures 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021
Scale
N°® employees FTE 7657 7664 48 45 7609 7619 3,195 3,119 2,302 2402 1,280 1,287 216 236 544 511 72 64
Code of conduct v v Y Y v v v Y Y Y Y Y Y v Y Y Y Y
Whistleblowing channel v v v v v v v v v v v v v v v v v v
Diversity
Women % 58% 58% 51% 50% 52% 49% 46% 45% 43% 43% 57% 58% 83% 83% 68% 72%
Average age Years 43 45 34 34 33 34 33 34 36 32 33 32 34 35 39 4]
Nationalities = 12 12 17 19 6 5 3 4 3 2 5 5 6 4 2 2
Ethnic minorities %
Differently abled
Satisfaction
Average seniority Years 7 8 6 6 6 7/ 5 5 7/ 6 5 2 5 6 8 9
Labor mobility
Management / Total employees 21% 24% 1% 1% 0% 0% 0% 0% 0% 2% 5% 4% 0% 1% 0% 6%
Women managers % 30% 36% 48% 44% 44% 40% 40% 40% 52% 52% 40% 30% 57% 43% 50% 50%
% employees having received training % 67% 72% 97% 92% 2% 96% 5% 1%
Employee turnover -4% -6% -9.1% 0.1% -8.7% -2.4% -5.1% 4.3% -13.7% 0.5% -18.7% 8.8% -12.5% -6.3% -26% -11.8%
Labor lawsuits # 1 19 42 4
Labor lawsuits % 100% 41% 31% 57%
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Social clients

/ ESG & SDG / Our ESG approach

BBVAMF Group Aggregate
Measures 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021
Scale (total clients)
Net clients 2612144 2,773,221 1,422,185 1,503,043 683,166 731496 381,746 408663 14468 17,695 106,583 109,268 3,996 3,056
Lending clients 837,947 855,528 295908 329,183 253489 244,751 163,503 151,575 14,468 17,695 106,583 109,268 3,996 3,056
(New) lending clients 139,504 261,011 32,557 99,279 78,270 99,303 10,264 25,610 1,513 5,862 16,900 30,957
Vulnerability
% (newly) banked clients 33% 29% 29% 12% 29% 35% 72% 72% 19% 56% -
% economically poor entrepreneurs 32% 33% 32% 34% 33% 30% 22% 24% 19% 20% 46% 35% .
% economically vulnerable entrepreneurs 82% 82% 84% 86% 74% 72% 83% 86% 82% 85% 83% 83% -
% women 60% 59% 54% 54% 55% 53% 67% 67% 43% 44% 80% 79% - -
% rural 34% 35% 44% 44% 30 % 30% 41% 42% 44% 45% 11% 12% - -
% primary education at best 38% 35% A47% 42% 16% 14% 48% 46% 32% 29% 31% 29% - -
% migrants & displaced 44144 79,531 44,116 79,503 28 28
% households + 5 people (“large™) 14% 14% 13% 13% 13% 12% 11% 10% 17% 16% 26% 24%
Financial health
Clients with savings products 2,399,909 2,569,816 1409287 1480043 616448 682,195 374,774 407578 - - -
People having received financial education 401,648 594,614 248,809 378,758 49,808 80,135 56,708 21,823 5,988 15,437 40,335 98,461 -
Clients with 3 or more products 18% 17 % 23% 11%
Business development
% entrepreneurs who raise their income 52% 51% 61% 55% 42% 48% 51% 49% 44% - 69% s
% clients with +3 credit cycles 64% 73% 59% 68% 55% 71% 74% 86% 54% 62% 86% 71% - -
Multidimensionality
Clients with housing upgrade products 40,443 38,002 2,449 1,284 26,486 26,676 10,631 9,675 877 367 - -
Clients with loans for education 2,993 2,910 8 3 2,543 355 442 2,552 - - -
Clients taking out health insurance 82,268 179,575 26,479 115,628 45,279 50,578 4,112 10,538 6,199
% of people who generate employment 15% 15% 16% 17% 15% 15% 20% 20% 30% 25% 6% 5%
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Our contribution to the
Sustainable Development

Goals (SDGs)

NO

17 PARTNERSHIPS POVERTY
FOR THE GOALS

16 PEAGE, JUSTICE WY flfllr‘l[tl;zn
AND STRONG M*fi\w
INSTITUTIONS : “‘
w2
z_ ' 3 G0OD HEALTH

- AND WELL-BEING

e

QUALITY
EDUCATION

SUSTAINABLE M '

DEVELOPMENT GENDER

EQUALITY
LeALS
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CLEAN WATER
AND SANITATION
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13 hoon

P
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CONSUMPTION
AND PRODUCTION

O

11 SUSTAINABLE
CITIES AND
COMMUNITIES

E é 1 REDUCED
A — INEQUALITIES
[ ]*=[==[=5]

A

DECENT WORK AND
ECONOMIC GROWTH

o

(=)

h 4

Contribution in 2021 to the
Sustainable Development Goals
Amount disbursed in 2021 (USD M)*

03

0)
33%

in OECD

countries**

USD 706.4 mill.
USD 277.2 mill.
USD 159.2 mill.
USD 15.1 mill. USD 7.1 mill. USD 15 mill. USD 24.7 mill.
SDG ODS 2 ODS 3 ODS 4 ODS 5 ODS 6 ODS 11 ODS 12
1-8-10-17 Zero Good health Quality Gender Clean Sustainable  Responsible
hunger and well-being  education equality water and cities and consumption
sanitation communities and

production

USD 108.8 miill.

USD 2.1 mill.

ODS 13 ODS 16

Climate Peace, justice

action and strong
institutions

* Loans disbursed in 2021 by each goal.

** Weight of the credit volumes disbursed in countries on the list published by the OECD’s DAC (Development Assistance Committee), with partners eligible for Official Development Assistance (Colombia, Peru, Dominican Republic and Panama).
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NO
POVERTY

We provide the vulnerable
population with access to
financial services

71 3,451 entrepreneurs benefited* in 2021 USD 1,312 M amount disbursed in 2021

Total credit clients served
Credit clients served since 2015,
expressed cumulatively.

since 2015
of which 860/0

are vulnerable

& 2,824,537
n n credit clients served

® New credit clients

1,255,882 n n

2015 2016 2017 2018 2019 2020 2021

* Clients to whom a loan was disbursed during 2021.

IERO
HUNGER

Financial resources are targeted towards
small-scale food producers in rural areas to
boost their growth

USD 277 M amount disbursed in 2021

y entrepreneurs benefited® in
155,519 0 benefited* in 2021

Total rural clients served
Credit clients served since 2015,
expressed cumulatively.

since 2015
of which 350/0

n rural credlt clients served
n rural clients
398,482 n

2015 2016 2017 2018 2019 2020 2021
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GOOD HEALTH
AND WELL-BEING

4

Households are offered
healthcare insurance

8,408 entrepreneurs benefited* in 2021 USD 15 M amount disbursed in 2021

Activity % Clients
Pharmacies 51%
Healthcare activities 21%
Wholesale trading of pharmacy products 14%
Doctors & dentists 7%
Residential medical care 7%
Others 0%

QUALITY
EDUCATION

Empowerment through
financial education

USD 7 M amount disbursed in 2021

7,022 entrepreneurs benefited* in 2021
p

People who have received financial training
Clients and non-clients

665,944
594,614
557,680

' l i '

2015 2016 2017 2018 2019 2020 2021

426,907

378,562

359,450

35%

Clients with primary
education at best

Credit clients active as of
12.31.2021

3,384,805

Training actions since 2015
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GENDER
EQUALITY

Equality between
the sexes is promoted

435,929 entrepreneurs benefited* in 2021 USD 706 M amount disbursed in 2021

65% / out of 10 clients
of clients served since overcoming poverty are
2015 are women women

Poverty by gender
Credit clients in poverty, by year of entry

® Poor men
® Poor women

66% ‘ 34% ‘ 2021

CLEAN WATER
AND SANITATION

Improving the sanitary
conditions in entrepreneurs’
homes

4,719 entrepreneurs benefited* in 2021 USD 15 M amount disbursed in 2021

Sanitation improvements
Clients financed so that they can upgrade
their domestic hygiene and sanitation

14,716

10,338
4,750

4,409

2018 2019 2020 2021

*4,4009 clients were granted a loan in 2021 to finance upgrades to their domestic hygiene and sanitation arrangements. The remainder are
clients financed to develop an activity linked to water treatment, purification or distribution, or otherwise to the elimination of waste water.
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DECENT WORK AND
ECONOMIC GROWTH

Services that promote their
economic growth

71 3,451 entrepreneurs benefited* in 2021 USD 1.312 BN amount disbursed in 2021

ﬁm

162,834

people
employed

Source of employment

Clients by n°® of employees
N their business

® 4 or more employees
® 2-3 employees

® 1 employee

@® No employees

Total 2021

1 REDUCED
INEQUALITIES

A

(=)

v

We help our entrepreneurs
to continue their economic growth

71 3,451 entrepreneurs benefited* in 2021 USD 1.3712 BN amount disbursed in 2021

Reduction in inequality
% clients above the poverty line

by seniority
73% 74%
71% o 4‘ ’
68% 407
65% 40,
58%
At the outset 1st year 2nd year 3rd year 4rd year 5th year
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e

11 SUSTAINABLE CITIES
AND COMMUNITIES

Alde

Succeed in making cities and human
settlements inclusive, safe, resilient,
and sustainable

50,010 entrepreneurs benefited* in 2021 USD 159 M amount disbursed in 2021

Housing solutions
Clients with credits disbursed, by year

48,842

Construction 60%
Transport & deliveries 18%
Social services & medical care 9%
Water, energy & sanitation utilities 8%
Others 5%

2018 2019 2020 2021

* Clients granted a loan in 2021 to finance upgrades in their household conditions. Clients with activities relating to access to public trans-
port, green spaces, safe public spaces, etc. are also included.

12

RESPONSIBLE
CONSUMPTION
AND PRODUCTION

We guarantee sustainable modes of
production and consumption

14,938 entrepreneurs benefited* in 2021
P

USD 25 M amount disbursed in 2021

Carbon footprint. Detailed breakdown

Unit 2020 2021 Diff. 2020-2021
Consumption Water (m3) 116,450 104,331 -10%
Paper (kg) 203,074 212,380 -5%
Emissions tCO. eq Scope 1 201 134 -33%
Scope 2
Marketpbased el 2910 0%
Scope 3 95 112 18%
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13 CLIMATE
ACTION

Take urgent action
to combat climate change
and its impacts

2,207 entrepreneurs benefited* in 2021 USD 2 M amount disbursed in 2021

Green clients
Clients with loans disbursed each year

2,207

1,221
MEDA clients
(Colombia)

986
FRA clients
(Dominican Republic)

2018 2019 2020 2021

Clients receiving loans, by year.

16 PEACE, JUSTICE
AND STRONG
INSTITUTIONS

24
L 3

We support the displaced
and refugees with programs
designed specifically for them

64,409 entrepreneurs served in 2021

USD 108 M amount disbursed in 2021

COLOMBIA

Empropaz’s mission is to contribute to peace in Co-
lombia in partnership with USAID, CMM (*) Colombia
and CMM Medellin.

Since it was set up in 2018, significant progress has
been made in the inclusion model and all the targets
set are being met.

Progreso sin Fronteras

Since the end of 2019 an alliance has been opera-
ting with The Tent Partnership for Refugees (Tent), a
well-known international organization that mobilizes
the private sector to improve the lives of migrants. It
will be supported by financial services and training
for Venezuelans so that they can start again from
zero through entrepreneurship.

PANAMA

UNHCR, Red Cross and Microserfin have renewed
their cooperation agreement for integrating refugees.

CHILE

In support of integrated inclusion for migrants, and as
part of its group lending model, Fondo Esperanza has
been working on several projects with the Chilean Je-
suit Service for Migrants (SJM Chile). In January 2020
it set up the group lending bank Grandes Emprende-
dores Migrantes de Linares [Great Entrepreneurial
Migrants in Linares], consisting entirely of migrants.
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entrepreneurs benefited* in 2021

We are working with key players to improve
the inclusion of entrepreneurs, as well as the
efficiency and scope of our activity.

Over the course of these 15 years, BBVAMF
has made agreements with other organiza-
tions that drive and multiply the impact of
their activities, such as InterAmerican Deve-
lopment Bank, IFC (World Bank Group), the
United Nations Environment Programme,
Cooperacion Espafiola, UN Women, Habitat
for Humanity, Latin American Development

1 PARTNERSHIPS

FOR THE GOALS

We build strategic alliances
to achieve our goals

amount disbursed in 2021

Bank (CAF), Water.org, Microsoft, United
States International Development Agency
(USAID), ICEX, Tent Partnership for Refu-
gees, Inter-American Institute for Coopera-
tion on Agriculture (IICA), Mastercard Center
for Inclusive Growth and Trust for the Ameri-
cas (affiliated to the Organization of Ameri-
can States), among others. The Foundation
is also an active member of EQUALS Global
Partnership, FinEquity (CGAP) and EDISON
Alliance (World Economic Forum).
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INntroduction

What our entrepreneurs are like

Keeping the focus on economically vulnerable clients
Young people, the new, post-pandemic profile
Entrepreneurial women

The displaced, refugees and migrants

Entrepreneurs’ progress

Growing their businesses
Escaping poverty
Towards a better quality of life, and indirect impact

Financial health

Relationship with lending clients
Relationship with clients who have a voluntary insurance
Relationship with savings clients

Conclusion
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Nntroduction

The pandemic dealt a harsh blow to activity in
Latin America’s largest countries, with major job
destruction, particularly among lower income
segments. In consequence, poverty levels and
inequality rose, despite the policies rolled out
by each country, policies that prevented a much
worse impact, but could not entirely offset the
onslaughts of the pandemic.

In 2021, a good proportion of these impacts
were offset, with many economies operating
above pre-pandemic levels; nevertheless, the
job market recovered more slowly than activ-
ity, with the informal sector improving faster.
Impacts on households have increased the
need for entrepreneurship as a mechanism
for bringing in income and a way of diversify-
INg Income streams.

This report covers entrepreneurship and in-
comes, telling the stories of people who can
create a source of income for themselves and
their families thanks to their individual initia-
tive and to the capital provided by institutions
in the BBVA Microfinance Foundation.

Throughout 2021, the sixinstitutions that make
up the BBVA Microfinance Foundation Group
(the BBVAMF Group or BBVAMFG) have been
at the side of 2.8 million low-income people,
making financial products and services (loans,
savings products, insurance, remittance ser-
vices, etc.) available to them, together with
training, to foster their progress.

n 2021, the six
nave made thel

BSBEVA

MIF Group entities

cfinar

clal products

and services available to 2.8 million
low-Income people 55
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The numbers show that:

The clients we serve — the majority of whom
(59%) are women — have succeeded in get-
ting back on their feet, despite the extent of
the shock caused by the pandemic. They have
done so working mainly in retail trade (40%
are general trading or convenience stores)
at the expense of the service segment (18%,
e.g. hairdressers), which have lagged behind
somewhat in this reactivation. We are back to
serving over /00,000 entrepreneurs.

Trade adapts swiftly because it is relative-
ly easy to change and diversify products and
the initial outlay (in terms of assets) is smaller
than for other activities.

We must not lose sight of the farming sec-
tor. The activities least affected by mobility
restrictions were agriculture and stockbreed-
ing (19% of our total client base). Their busi-
nesses have continued to grow, with larger
disbursements despite the seasonality of their
incomes. It is important to carry on serving
them, particularly in view of their high impor-

tance for the food security of their respective
countries.

A predominant profile in reactivation is that
of the young entrepreneur (under 30) who al-
ready accounts for over 20% of all entrepre-
neurs with a performing loan. This profile had
to deal with a reduction in opportunities, plus
a lack of social protection (i.e. unemployment
insurance) despite their better level of educa-
tion (the level of educational attainment of this
client profile has risen). The kind of activity
(55% trading) and environment (65% urban)
in which they move represents a challenge for
their advancement, given that the competi-
tion is fierce. However, their ability to adapt to
a digital environment will open up new oppor-
tunities for them.

Of those entrepreneurs who are active again,
asignificantnumberhave managedtogetback
to similar levels of growth to 2019 (pre-pan-
demic), while 44% of those renewing a loan
have returned to growth. We are thus seeing
growth rates comparable to 2019 (20% in

" Average growth rates for all clients renewing a loan in 2021.
Latest situation measured against former.

sales, 18% in surpluses)!, which has enabled
one in every two households to raise their in-
come. Even so, incomes for the other half have
worsened, making it absolutely crucial that we
continue to remain by their side.

The shock reflects the fact that vulnerability
IS inherent to this profile, given that the con-
solidated entrepreneurs, who might appear
more stable because of their size, have high-
er costs and less flexibility to adapt. Further-
more, many are in urban areas where mobility
restrictions tended to be stricter, thus increas-
ing the vulnerability of this profile dispropor-

tionately. The adverse conditions they faced
forced them to remake their business model,
adapting it to the new reality, with an indirect
Impact that was not always apparent in terms
of their status: the postponement of educa-
tion/housing improvements; having to lay off
(informal) workers, or closing down their busi-
ness. This has resulted in a fall of 9,049 people
iIn the number of people employed (from 171
thousand in 2020 to 162 thousand in 2021).
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/As such, this clear reactivation, reflecting
seemingly normalized performance, hides an
enormous effort of adaptation on the part of
households. Financial stress, attendant on
having to deal with higher volatility, several
sources of income that have varied and gener-
ated a lot of uncertainty (as we highlighted in
our 2020 report) is partly shown in the perfor-
mance of longer-term entrepreneurs (those
who have been banking with us for at least 5
years). In this segment, the increased insta-
bility of their business incomes is evident: in
2019, only 25% of the long-term entrepre-
neurs suffered from instability, but it afflicted
35% of these entrepreneurs in 2021.

/Forthesereasons, savings, the mainresortto
which households turned in 2020 to mitigate
the shock (as reflected in the 2020 report)
have been eroded. Government transfers not-

withstanding, the average balance and num-
ber of savers has fallen. In fact, the effective
use of financial products to reduce risk and
accumulate assets remains a challenge. Cur-
rently 5 out of 10 (52%) hold savings accounts
in order to make transactions, not to save. The
few clients who took out specific savings prod-
ucts managed to save between USD 20 and
USD 2,500 over the course of a year.

Access to financial products and services has
a positive impact on client development. Nur-
turing this progress is an opportunity to pro-
vide a helping hand over time.

Access 1o
products ¢

financia

Nnd services has

a positive iImpact on client
development 59
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Sustainable inclusion:
flnance at the service of households

Vulnerability

Economic vulnerability
New and total credit clients

14% 18%

® Others

® \ulnerable
® Poor

@® Ext. poor

44%
49%

28%
22%

14%
11%

82%
Vulnerability

Credit clients whose incomes
are less than 3 multiples of
poverty lines

33%
Poverty

Clients who live below
the poverty line

New clients Total clients

Social vulnerability
Total credit clients to 31.12.21

|
2
*

59%

women

12%

>60 years old

35%

Primary education

35%

Rural environment

Total credit clients.

Business development

Annual growth rate

18%

Sales

' ‘ 21%
Net income

i 27%
Y 2 Net poverty reduction
.,)&

after two years of banking
with the institutions

Clients with at least two disbursements during 2021 and reported financial data.
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Financial health Wellbeing

Loans that improve wellbeing

) Housing Green loans
Savmgs Colombia, Peru, Dominican Rep. Colombia and Dominican Rep.
2,569,816 and Panama 2,694 clients
Clients with savings 38,002 clients USD 2.1 M
products USD 111 M

o Water & sanitation Health insurance &
Training Peru assistance
594,614 5,336 clients Colombia, Peru, Chile and Panama
Traning and advisory USD 15 M 179,575 clients
Sessions
Education

For their children
Colombia, Peru and Dominican Rep.

2,910 clients
USD15M

Savings clients current at year end. Clients with some kind of welfare-based product at year end.
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What our entrepreneurs

are like

/ Performance / What our entrepreneurs are like

O " BBVAMF Group clients
Current clients as of

December 31 each year.

O Total clients

® Creditclients

® Credit and savings clients
® Savings clients

BBVAMF Group has been working alongside a
specific group of entrepreneurs for more than
a decade by means of its financial products and
services. Its mission is to stay for good, remain- 2,773,221

ing with the target segment embodying the rea-
son the Foundation was set up: entrepreneurs
excluded from the traditional financial system
or not served by it who are in a situation of eco-
nomic, social and/or geographic vulnerability.

In 2021, the BBVAMF Group? institutions
reached net client numbers of two million,
nearly a million of whom are lending clients.
Furthermore, savings accounts were opened
during the pandemic to channel government
transfer payments. Nevertheless, credit con-
tinues to be the most important instrument

2,612,144

2,085,945 2,234,413

for the support of entrepreneurs. For that rea- 2018 2019 2020 2021
son, most of the analyses included in this re-
port were conducted using the information
collected during the loan application proce-

dure.

2 Aggregate data from five BBVAMF Group entities are presented throughout
the report; Emprende Microfinanzas (Chile) data has not been aggregated.

O 2 Total and credit clients
Current clients as of

December 31 each year

855,528
Credit clients

Financiera

B , Confianza,
ancamia, Peru

Colombia
38.5%" ( &oio%

Microserfin,
P
2,773,221 e
Net clients 2.1% %
Emprende,
Chile
Bancamia, O . N
Colombi anco Adopem,
® oo \ 040/0 Dominican Rep.
0] Fondo Esperanza, ®
54.2% A 177%
Microserfin, 1 30/0
Panama
0] N Financiera
06 /O Confianza,
P
Emprende, L
.Ch”e 2640/0
0
01 /O Banc.o.Adopem,
Fondo Esperanzx Dominican Rep.
Chile ®
—©® 14.7%

3.9%
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Becoming an entrepreneur in Latin Americais
one solution to the obstacles faced by a high
percentage of the population when they look
for waged jobs. In fact, it is one of the world’s
most active regions in terms of entrepreneur-
ship, with micro, small and medium-sized en-
terprises (MSMEs) generating 25% of GDP. Of
these, microenterprises account for 88% of
the total®.

Access to the labor market and the formal fi-
nancial system is more difficult for the eco-
nomically and/or socially vulnerable popula-
tion. Young people or those with little formal
education and women are examples of both.
The latter, despite having the same educa-
tional level as men, encounter greater barri-
ers when looking for opportunities, whether
because of their family responsibilities or (un-
paid) work in the home or of other kinds.

Vulnerability, therefore,isacentral factor when
measuring the Group'’s activity. In line with in-

ternational guidelines, the Foundation’s anal-
yses look at three criteria:

Economic vulnerability. Focuses on studying
entrepreneurs’ business surpluses and the re-
sulting financial resources available for their
households.

Social vulnerability. Analyzes the character-
Istics that might determine a person’s fragili-
ty, such as their education level, gender, legal
status in the country (e.g. refugee) etc.

The environment. Considers the area where
people live and carry out their activities, given
that infrastructure and access to specific re-
sources are not always of the same quality.

The Foundation monitors these characteris-
tics among the new entrepreneurs it serves,
In line with its mission and the impact that its
proprietary management model has on the
societies in which it operates.

3MSMEs in Latin America: fragile performance and new challenges (ECLAC 2020). Only available
in Spanish https://repositorio.cepal.org/bitstream/handle/11362/44148/1/51900361_es.pdf

MSMES represent
25% of GDP In Latin
America, and of these,
MICroenterprises
account for 38% gy
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In 2021 over 450,000 entrepreneurs renewed
their loan (18% fewer than in 2019) and
260,000 were new clients. Without a total re-
covery, and still 16% below the level achieved
in 2019, the Foundation’s institutions never-
theless began to show signs of reactivation
In response to a more favorable scenario. In

03
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Colombia (where the recovery came sooner)
the majority have recovered, followed by Peru
(with a higher proportion of farming entrepre-
neurs) and Chile, which also rallied quickly.
Dominican Republic, due to the concentration
of retail trade activities, was the hardest hit.

Entrepreneurial reactivation
Current clients as of 12.31.2021

® Renewing clients
® New clients

455,948 clients
YOY -1% (2020)

03 06 09 03
2019

2020

09 03 06 09
2021

261,011 clients
YoY 87% (2020)

In 2021 ove
entreprene

r 450,000
Urs renewed

their loan (

3% fewer than

N 2019) and 260,000
were new clients 59

Keeping the focus on economically

vulnerable clients

We have defined four client segments accord-
ing to the capacity of their microenterprises
to generate surpluses for every member of
the household. These per capita surpluses
are analyzed by the cost of a basic food bas-
ket (extreme poverty line) and another, more
complete, basket that includes the cost of ba-
sic services as well (poverty line)*.

With the exception of Chile, we have analyzed
the monetary level based on each country’s
basic food basket. This is the baseline that al-
lows us to put the information into context and
compare performance over time, given that
the calculation methodology in each country is
based on shared principles. This basic basket
represents the extreme poverty line.

*These poverty lines differ depending on whether the surroundings are rural
according to the size of the household.

or urban in Colombia, Peru, Dominican Republic, and Panama. In Chile they vary
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04 Basic food basket
In the countries where BBVAMF Group operates

® Rural
® Urban

USD 153

USD 74
USD 62

USD 53
USD43 USD 43 USD 45 USD 47

USD32. .. ..

Colombia Peru

Dominican Rep. Chile Panama

Official 2021 basic food basket in each country, updated by the CPI at the close of 2021. In all countries apart from Chile, this basic basket
is segmented by surrounding (rural/urban) and represents the extreme poverty line. A basic basket is also calculated for Chile, but the pov-
erty lines are determined by a new methodology depending on household size (between one and ten members). See Methodological

Note for more information.

BBVAMF Group'’s classification of economic
vulnerability is as follows:

Extremely poor: when the surplus (or income)
for each household member is under the ex-
treme poverty line of their country.

Poor: when their income is higher than the
extreme poverty line, but below their coun-
try’'s poverty line (PL), as represented by the
cost of the basic basket of food, goods, and
services).

Vulnerable: when their income is over the
poverty line, but less than three multiples of
that poverty line (see Methodological Note)
for more information).

Others: when their income is more than three
multiples of their country’s poverty line.

Although this classificationis the Group’s own,
it is comparable with the guidelines used by

international bodies such as United Nations
and the World Bank.

On the other hand, the relative income is the
business surplus divided by each member
of the household and relative to the poverty
line (PL). This income measures the distance
from the PL and, as such, enables us to ob-
serve how poor a set of clients are, how much
their businesses have to grow to get over the
PL and whether they will be more or less at
risk of falling below it. This indicator is also an
approximation of the concentration of poverty
In the portfolio.

The relative income of vulnerable clients served
in 2021 was 1.7 multiples of the PL, very differ-
ent from that of clients in the "Others” category,
whose incomes are a long way from the poverty
line (4.8 times the PL), meaning that the prob-
ability of the first group falling into poverty was
much greater.
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O 5 Entrepreneurs’ incomes
Income of each new client segment, relative

to the poverty line.

@® Monthly Income USD
= = Poverty line (index =1)

® Income/Poverty line

Ext. poor Vulnerable Others

According to each country’s official poverty lines. New clients during the year (without previous loans).

The economic vulnerability measurement en-
ables us to discover the scope, i.e. the num-
ber, of people on whom BBVAMF Group has
an impact and the extent of this impact. In
2021, over 260,000 new credit clients signed
up with the group, of whom 86% were in a sit-
uation of vulnerability (vulnerable, poor and
extremely poor), while 42% had incomes be-
low the poverty line.

In addition, we measured relative income, that
IS, relative to that country’s poverty line (the
latter taking the value of 1). The greater the
number of poor clients served by an institu-
tion, the lower the average relative income.
Another way of looking at it is that it enables
us to find out the number of poor people and
how poor they are. If we were to draw a line

showing the positive correlation between rel-
ative income and the number of vulnerable
clients served, the microfinance entities with
lower concentrations of poverty would fall un-
der that line and the institutions with a greater
concentration of poverty would be above that
line.

The concentration of poverty in a portfolio is
useful to discover the institution’s impact on
its clients’ performance. But the work of finan-
cially including vulnerable people in the formal
financial system should also be highlighted
here: over 67,000 entrepreneurs were incor-
porated. Of these, a large proportion (41%)
live in rural environments, with more grinding
poverty.
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Scope and extent, by country
Scope: New clients in economic vulnerability (%)
Extent: Average income relative to the poverty line

Clients
120,000
100,000 Bancamia
1.1/ Financiera
80,000 Confianza
1.18
60,000
40,000
Fondo
20,000 Esperanza Banco
0.98 Adopem
0 1.31 © Microserfin
1.49
0.90 1.00 1.10 1.20 1.30 1.40 1.50 1.60 Relative

income

According to each country’s official poverty lines. New clients during the year (no previous loans) for each country. The size of each circle represents the total
number of new clients in vulnerability.
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7 New credit clients
New credit clients by year of entry

and vulnerability

O— o —O

86% 86%
85%

@® New credit clients

O % vulnerability

294,270 139,504 261,011
2019 2020 2021

New clients in the year (without previous credits). Vulnerability is the percentage of clients with incomes less than 3 multiples of the coun-
try’s official poverty line.

O 8 Economic vulnerability
New and total credit clients

i

® Others

® Vulnerable
® Poor

@® Ext. poor

82%
Vulnerability

Credit clients whose incomes
are less than 3 multiples of
poverty lines

33%
Poverty

Clients who live below
the poverty line

14% 18%
44%
49%
28%
22%
14%
11%
New credit clients Total credit clients

According to each country's official poverty line (differentiating between the rural and urban environments). Clients whose net income per
capita (estimated as the net business income divided by the size of the household) is above the poverty line, but below the threshold calcu-

lated by multiplying the poverty line figure by three are classified as vulnerable.
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O 9 Getting banked
Clients joining the formal financial

system for the first time

87%

Vulnerability

4

67677
Banked clients

28% new clients

Data for Colombia, Peru, Dominican Republic and Panama.

Young people, the new, post-pandemic profile

Throughout 2021 we continued serving entre-
preneurs in the key segments we had identi-
fied as priorities from the social perspective.
We should thus shine a spotlight on young
entrepreneurs (under 30), both for the num-
ber of new enterprises they set up, and for the
greater speed of their reactivation (the num-
ber of active loans are increasing more swift-
ly). Young people have seen their working op-
portunities diminish, and even though they
have had more education, their employability
after the pandemic has fallen. Setting up their
own enterprise is therefore a means to secur-
INng an income.

Indeed, according to the World Bank, in 2020
unemployment among young people (be-
tween 15 and 24 years old) across our Lat-
in American footprint stood at an average of
22%: This is slightly higher than the average
for the region - 21% - and 6% higher than in
OECD member countries. The pandemic has
not only destroyed employment, but also in-
terrupted young people’s education and train-
ing, creating major obstacles when they are

looking for their first job or to change employ-
ment. (ECLAC, 20217).
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A new young entrepreneurial merchant appears

We continue to accompany our most loyal entrepreneurs

New entrepreneur profile Renewed credit clients
Dec 2019 Dec 2020 Dec 2021 Dec 2019 Dec 2020 Dec 2021

Women 60% 58% 57% ,L Agro 14% 17% 15%
Women 66% 64% 66%

Under 30 35% 37% 39% ()

years old
Under 30 15% 17% 18%
years old

Retail . . .

ot 37% 32% 35% T
Primaryed. 5/, 32% 31%
at best
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" O Social vulnerability
New clients by year of entry (%)

60%

33%

O—oO0—o0

7%

Aio 2019

58%

37%

18%

6%

2020

Women

Under 30 years old
Rural

Primary education at best

Over 60 years old

57%

39%

32%

20%

5%

2021

New clients during the year (no previous loans).

The proportion of young

among new en

—WIth more ec

repreneu
uca

neople
S

'lon and greater

aptitude in the use of digital tools—

The proportion of young people among new
entrepreneurs has risen since 2019, from
35% in that year to 39% in 2021. Particularly
after the pandemic (since 2020), young peo-
ple becoming entrepreneurs have had a high-

nas risen from 35% (2019)
to 39% (2021) 59

er level of formal education. Furthermore, this
profile is more interested and able to use dig-
ital tools, a critical factor in the reactivation of
small businesses after the pandemic.
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" " Young entrepreneurs
and educational level

New clients

Primary —
education

Year 2019

/ Performance / What our entrepreneurs are like

2020

== Primary education

Technical
Higher
Secondary

Primary

None

2021

New clients served each year and their educational level.
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Entrepreneurial women

We must also underscore our emphasis on
serving women, given that access to the fi-
nancial system is more difficult for them. They
have been hit especially hard by the pandemic
because they have had to take on caring tasks
and due to their lower participation in the la-
bor market (ECLAC, Social Panorama of Latin
America, 2021). In general, women face great-
er barriers in Latin America to accessing their
own source of income (their likelihood of be-
ing unemployed is particularly high in emerg-
ing economies). This has been accentuated by
the pandemic because of the rise in women'’s
unemployment. Although there are scarcely
any gender gaps in training, their family struc-
tures and less time availability to spend on
paid work are obstacles to accessing the labor

market. Becoming an entrepreneur not only
enables them to make an income, but also to
balance this with their household responsi-
bilities, duties that condition the activities in
which they can work.

On average, their enterprises generate lower
revenues and, as a result, they find themselves
iIn higher levels of economic vulnerability. Of
the women served by BBVAMF Group for the
first time, 90% are in vulnerability (compared
to 81% of men). This is partly due to the fact
that they have to take on all the household
chores, and because they work in low-produc-
tivity sectors (48% of all women entrepreneurs
in our portfolio work in retail trade).

Of

the first tir

DroC

on

12

Gende

;

57%

Women

43%

Men

the women served by the Group for

Profile by gender
New credit clients (%)

r Economic
vulnerability

\

90%

Women

31%

Men

Rural

27%

Women

38%

Men

ne, 90% are in economic
vulnerability. They work in low-
uctivity sectors and have to take
all the household tasks 55

Surplus per capita
(new entrepreneurs)

tr r
USD1438

Women

USD193

Men

New clients during the year (no previous loans). Vulnerability defined as the percentage of clients with income less than three times their
country’s official poverty line.
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This situation is particularly critical during
women's childbearing years. Of the more than
502,000 new women clients served in 2021,
22% were under 30. In this age segment,
women have to balance developing their busi-
ness with bringing up children and looking af-
ter their families. 51% of our women clients in
this age group are classified as poor under our
methodology, compared to 36% of menin the
same age group.

In addition, we have noted how family size con-

ditions the outcomes of entrepreneurs. The
gap between the sexes in revenue generation
(sales) widens as family sizes grow. Women's
incomes fall behind those of their male peers
when the size of their family increases, possi-
bly because they are spending more time with
their family. Inthe urban environment the gaps
are wider than in rural surroundings: a single
urban woman'’s income is 10% lower than that
of a single man, while the revenues of wom-
en with families of more than three people are
33% lower than that of their male peers.

There is evidence that poverty levels are

mMore severe among you
over half have such low |
cannot meet thelir basic

Ng women, where
ncomes that they

needs ,,

" 3 Economic vulnerability
by age range

New credit clients (%)

® \\Vomen
® \Men
In vulnerability
90% 89% 88%
LY )
83% 80% 82%
In povert )
POYErH 217 48%

O\H
36% o o

31% 31%
Under 30 Between 30 and 60 Over 60
years old years old years old

New clients with no previous loans, by gender and age range.
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The displaced,
refugees and migrants

There have been major internal migratory
flows and displacements between countries
in Latin America. Intra-regional mobility is es-
timated at over 14 million people, with a no-
table increase in Venezuelan migration®. The
causes vary, the movements are complex and
change over time®, but they all share one fea-
ture: people affected by violence, by conflict,
by persecution and/or poverty (hereinafter
‘the displaced and migrants’)”.

Up to the end of 2021, Bancamia (Colombia),
Fondo Esperanza (Chile) and Microserfin (Pan-
ama) served around 133,000 people in areas
that had been prioritized by their respective

governments in post-conflict zones, the dis-
placed, migrants and refugees, through spe-
cialist programs and initiatives such as Em-
propaz (Colombia), Banca Comunal Migrante
[Migrant Group Lending] in Chile, and the
UNHCR program (Panama), among others.
These have been expanded, because of the
increasing needs of these segments. The pro-
grams are designed to be compatible with each
country’s legislation, adapting products and
services to the needs of these clients and com-
pleting them with training provided by partner
organizations (governments, multilateral insti-
tutions, and NGOs).

Migrants and displaced people served
Accumulated to end of 2021

133,179
Dec. 18 ‘ Dec. 19 Dec. 20 Dec. 21
(0]
iﬁi 86% 40% 17%
’
. ) Economic Primary >60
4 vulnerability education years old
(0]
59% 22% 17%
Women \ Rural <30
environment - years old

5SECLAC — COVID-19 reports; The impact of COVID-19: An opportunity to
reaffirm the central role of migrants’ human rights in sustainable develop-
ment. November 2020.

5For example, someone who ends up as a refugee in another country is very

likely to have been internally displaced beforehand in their own; a migrant
may become irregular if their visa runs out and they don't manage to renew
it, etc.

’Specifically, people who find themselves in an irregular migratory situation
may be more affected, not only by the difficulties in accessing the aid sup-

plied by government, but also by the fact that they don't have a legal identity
and are thus more exposed to the risks that arise when they hide outside
mainstream society to avoid being expelled or other sanctions imposed on
migrants.
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e ropaz

Empropaz entrepreneurs profile
132,000 clients

OEmprendlmlentos ePro.duchos Opara la Paz

Credit clients served since the outset of the program, since less information
We should draw attention to the Empropaz IS available on savers.

project (Colombia) because of the time it has
been underway (since 2018) and due to its EMPROPAZ Remaining clients served in the
scope (132,000 clients) same departments 2019-2021

Women 58% 53% T
We can underline some outcomes from this
project:
/ The percentage of vulnerable clients in Em- Rural 230 48% ¢
environment

propaz is the same as in the rest; however,
there is less extreme poverty (4% compared

to 7%).
/ The client profile is more predominantly fe- Households with ... o0 T
male. up to 3 members 0 °
/Households are less numerous. '
/Entrepreneurs are mainly urban; only two in Em?ropaz clients
ten Empropaz clients live in rural surroundings, Ext. poor 4% 7% ¢ prentelinn izl
compared to five in ten clients who are rural in
the rest of the Colombian portfolio. Vulnerable 54% 50% () Sa(l’es grow by
/Traders predominate. Just 16% work in farm- 17% a year
Ing activities.

ngaelrl i%@:rs old 4504 33% 1 Surpluses grow by

19% a year
Agro 16% 33% J

8 The only exceptions to this trend are in the administrative regions of Cau-
ca, Meta and Putumayo, where Empropaz clients have a more rural profile.
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Trading and farming
enterprises are
increasing

The rural population in Latin America and the
Caribbean accounts for 18% of the whole, but
accounts for 29% of poverty, and 41% of ex-
treme poverty (ECLAC, 2018). The pockets of
poverty in each country are mainly to be found
in rural areas, where access to infrastructure
and basic services is limited. Throughout 2021,
32% of the new clients served were living in
the countryside. The Group’s scale, together
with its understanding of the risks and costs of
serving low-income entrepreneurs, are the fac-
tors that enable its entities to work with them.

Thelessrigorous res
farming and the fact

sector have allowed I

other sectors) 59

=

Farming is the second largest sector that we
deal with, whereas the service sector has been
left particularly impaired by the pandemic.
New agro clients made up 19% of the total in
2021, against 15% in 2015.

The less rigorous restrictions in the farming
sector during 2020, as well as the fact that
they are primary goods, enabled its entrepre-
neurs to increase their incomes (unlike all the
other sectors). In fact, in 2021, even though
the number of clients did not rise, their aver-
age disbursements grew, allowing them to in-
vest and expand their businesses.

ictions aophec to

at It1s the primary

S entrepreneurs to
increase their incomes in 2020 (unlike all

" Sectors
New clients by year of entry (%)
== Retail trade
Services
® Agro

® Prod./trans.
® Wholesale trade

2018 2019 2020 2021

New clients with no previous loans in each of these years.
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These entrepreneurs need a high level of pro-
ductive assets. They tend to produce food-
stuffs (goods with little added value) for their
own consumption, sale, or export. Average
profitability is 32%, compared to other sec-
tors such as production/transformation and
services, which convert 36% and 41%, respec-
tively, of their sales into surpluses.

In general, trade continues to be the predomi-
nant sector among the clients we serve (53%
of the total). Even in rural settings trade ac-
counts for 37% of our total client portfolio. The
entrepreneurs prefer to develop their activities
in flexible areas where they can swap out their
business easily, so they operate with low costs
and lower asset volumes. This sector is nota-
ble for the high rotation of its assets.

flexibility (low investment in fi
in which they operate. 45% of

N agricultural activities. In citi
retaill (43%) and services (21%) 59

While entrepreneurs look for the kind of busi-
ness that best matches their possibilities, their
surroundings impose determinants of a differ-
ent nature that have a significant influence on
poverty and development. As such, it is essen-
tial to find new tools that help these entrepre-
neurs to grow, bearing in mind their respective
options. To do this, a strategy must be built
up that provides training for loan officers and
clients, not to mention creating specific prod-
ucts and channels. In rural environments, part
of this strategy involves adapting to climate
change and not further degrading resources.
Thus, in order to improve clients’ resilience to
climate adversities, BBVAMF Group has been
backing an environmental sustainability strat-

egy.

-ntrepreneurs choose the type of business depending o

xed capital) and the enviro

N ITS
NMment

rural entrepreneurs are engaged
es, the most popular sectors are

" 5 Operating margins
Total credit clients

® Earnings over sales
® \Veight of installment over sales
® [xpenses over sales

Agro Prod./trans. Retail Wholesale Services Total
trade trade

Ratios of average expenses over sales (0/ sales) in each sector.
Earning are taken after payment of the financial installment.
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Entrepreneurs’ progress

What loans are used for
" 6 Loans disbursed, by year

Growing their businesses

We understood that during the pandemic, in
the period between March and October 2020,
/3% of businesses that remained open had
reduced their revenues, and that 37% were
turning over less than half their pre-pandemic
numbers. In other words, one in three entre-
preneurs had lost at least six months’ worth of
revenue over the year®.

Nevertheless, the continued efforts of entre-

preneurs who reinvested in working/inventory
capital and productive assets is visible in the
increased credit activity. As such, sales have
recovered their growth rates (18%) even more
than the various sectors themselves have on a
national basis. The growth in surplus (18%) is
particularly significant, given that this is what
finally reaches the families and enables entre-
preneurs to improve their situation.

2019

2020

2021

® Others
® Working capital
® Fixed assets

More entrepreneurs
invest their debt in
working capital

Loans disbursed each year

Sales have recovered their growth rates

(18% per annum), the impact of the pandemic
notwithstanding, and we know that from
March to October 2020, incomes had fallen

in /3% of businesses 59

92020 Social Performance Report.
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The recovery trend was similar to each coun-
try’'s national performance: the farming sec-
tor hardly contracted at all, even expanding
IN some cases, reporting very positive growth
rates. Farming was followed by wholesale
trade (distribution of essential goods such as
foodstuffs is a very common activity among
our entrepreneurs). The service sector had
average performance figures, since it covers
the more resilient activities, such as beauty
care, while others, such as transport and edu-
cation, shrank significantly.

Retail trade and production/transformation
posted lower rates, since the lockdown mea-
sures entailed a drastic reduction in activi-
ty. However, these are the activities where it
Is easiest to be an entrepreneur. So, of over
450,000 entrepreneurs who have reactivated,
retail trade accounts for over 45% of all the
entrepreneurs, followed by production/trans-
formation (e.g. bakeries, garment making)
that make up 16% of all the loan renewals in

2021.

1/

30%
25%
20%
15%
10%
5%

0%

25%

20%

15%

10%

5%

0%

Sales

2019
14%

Businesses growth
Clients served each month

2020
12%

2021
18%

03 06 09 03 06 09 03 06 09
2019 2020 2021
Earnings
2019 2020 2021
21% 16% 21%
|
(0
03 06 09 03 06 09 03 06 09
2019 2020 2021

Growth in sales, by sector
Clients served each month

13

® \Vholesale trade

® Retail trade

@ Services
Agro

® Prod./trans.

30%
25%
20%
1% {’px
10%
5%

0%

03 06 09 03 06 09
2019 2020

03

06
2021

09

450,000 entrepreneurs have reactivated, with retail

trade accounting for 45% of the total

Considers all clients that have renewed a loan each month. The average compounded annual growth rates in sales / earnings is shown.

Data from Chile is not included, nor data from Colombia during the COVID period (March-20 and December-20).
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Escaping poverty Entrepreneurs that
" improve their income

Business recovery transfers to households, Clients served each month

since these enterprises are the main source
of income for at least 54% of households
(data to November 2020)°. Half the entrepre-
neurs have generated incomes higher than
those recorded in their previous loan, reflect-
ing rates similar to the period before the pan-
demic (53% of entrepreneurs increased their
income in 2019). This improvement has given
rise to an upward curve in the net escape from
poverty (escape minus entry). Nevertheless,

® Improves their income
® Does notimprove their income

60%

many households are expected still to be go- 50%
ing through rough times. 40%
10 A survey in April 2022 will update this figure. 30%
20%

10%

0%

03 06 09 03 06 09 03 06 09
2019 2020 2021

One in two entrepreneurs
improves their income, that
S, Improves the income

Poverty reduction
2 O Clients served each month

® Escape from poverty
Fall into poverty
® Net poverty reduction

60%
50%
40%
30%
20%
10%
0 %
-10%
-20%

S e

03 06 09 03 06 09 03 06 09
2019 2020 2021

level for every member of
their househola 59

is made (to discount inflation). The proportion of entrepreneurs who improve (increase their in-

preceding disbursement received.

Clients that improve their income relative to the poverty line of the year in which the disbursement

come) with respect to the rest is presented. Each entrepreneur’s performance is compared to the

Entrepreneurs whose businesses allow them to escape poverty (buy more than one basket of food for
each household member), and enter it. In addition, the net poverty reduction (Escape poverty — enter
into poverty) is presented. Progress is measured comparing the latest data in relation to his immediate-
ly with the preceding disbursement received.

78



SOCIAL PERFORMANCE REPORT 2021 / Performance / Entrepreneurs’ progress

On average, entrepreneurs’ incomes show
positive growth during the time they remain
linked to our institutions. The numbers prove
that long-term relationships encourage pos-
itive performance. In fact, of the clients who
are poor at the outset, 44% overcome poverty
in their second year of banking with the insti-
tution, although there are others (15%) who
fall into poverty. The net reduction of the seg-
ment of clients in poverty shows a positive,
and growing, trend.

On average, income
INncreases over time and
orowth remains positive
during the time they are
Inked to our financial
institutions 59

2 " Variation in poverty segment

Clients who have renewed in the last
year, by seniority

Net poverty reduction

11% 24%
1styear 2" year 3 year 4th year b5thyear
Escape from poverty
Poor clients who escape poverty 61%
57%
50%

44%

26%

1styear 2" year 3 year 4t year 5t year

Fall into poverty

Non-poor clients who fall into poverty

17% 17% 17%
15%

11%

1styear 2" year 3 year 4th year 5t year

Growth in income

Income for each segment,
over poverty line

® \/ulnerable
® Poor
® Ext. Poor

2.32

506 2.14 jgo/o
1.96 )
_O— —0O—
170 1.67
1.56

1.37

074 Poverty line
Index =1

0.36
1st credit 2" credit 3 credit 4t credit 5t credit 6t credit

Includes clients that have renewed a loan during 2021. Clients leaving due to non-payment (who have
been written off) are excluded from the “escaping poverty” category.

« Escape from poverty: Clients in poverty at the outset of their relationship with the institution (classi-
fied as extremely poor and poor) who have generated income taking them over the poverty line.

« Entry into poverty: Clients not in poverty at the outset of their relationship with the institution (classi-
fied as vulnerable and other), who have generated income below the poverty line.

* Net reduction: Escape from poverty minus entry into poverty.

In the case of clients served during 2021 with individual loans —classified by their situation at the outset
with their first loan— the per capita surplus in each credit cycle is shown, relative to each country’s offi-
cial poverty line (in the year of the disbursement). Relative income has the value of T when it is the same
as the poverty line.
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On the other hand, this business instability is
intrinsic to the entrepreneurial profile. Vulnera-
ble people are exposed to changes in their en-
vironment, which means they can fall into and
escape from poverty more than once.

When we analyze clients with at least five loan
disbursements (since 2011), we identify 35%
of them as unstable (crossing the poverty line
at least twice). Both those clients who were
poor at the outset and those who were not can
suffer these fluctuations in their incomes. This
volatility is more pronounced in the case of the
more economically vulnerable clients: 37% of

clients poor at the outset are volatile, com-
pared to 32% of the non-poor. Furthermore,
before the pandemic the rural environment
was particularly unstable. The pandemic has
reversed this trend, generating greater uncer-
tainty in urban environments. Once again, the
Importance of environment in client develop-
ment has been confirmed: even for non-poor
clients, the percentage that are volatile went
from 30% to 34%, reflecting the difficulties
these clients have to cope with. Among the
poor, their geographical surroundings' are a
less powerful determinant.

The crisis has laid bare the vulnerability In
which a good proportion of entrepreneurs live,
characterized by high income instability 55

"Urban vs. rural

Income volatility
2 3 Clients with 5 credits, classified by n° times

they fall below/overcome the poverty line

Total clients

Poor clients at the outset

Remain
poor/non poor

20% \

Escape
overt
—— P Y Volatile
olatile —‘
0/ Escape
0 Y
359% poverty 37%
0] ®
(25% en 2019) 43 O/O
Fall into
poverty
0 .
6% Non-poor clients at the outset
Volatile
 32%
Remain :
Remain
poor/non poor
poor/non poor
%
0 0
55 /O Fall into
overt
o P y °
13%
Sample of clients served between 2011 and 12.31.2021 who have had at least five disbursements.
The number of times a client crosses the poverty line (PL) is analyzed.
Volatile: defined as clients whose incomes fluctuate across the PL more than once.
Escapes poverty: Client poor at the outset whose income surpasses the PL (and is not reported as falling back).
Enters poverty: Non-poor client at the outset whose income falls below the PL (and is not reported as recovering).
Remain: Clients who remain poor (or non-poor) throughout the five disbursements. 80
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Towards a better quality
of life, and indirect impact

The Foundation’'s impact measurement sys-
tem is based around observation of how im-
provements in clients’ businesses have an im-
pact on their families and communities. We can
see, for example, how being an entrepreneur is
a self-employment tool for 65% of clients. The
remaining 35% succeed in employing one or
more workers. This implies a major boost and
impact in their communities, since it is diffi-
cult for small businesses to employ third par-
ties. The bigger the business and the lower the
entrepreneur’s level of vulnerability, the more
likely they will take on workers.

BBVAMF Group’'s micro-entrepreneurs give
employment to 162,834 people. On average,
9% of our clients create at least one new job
position after three years of banking with their
microfinance institution.

In other dimensions we see that 5% of clients
have gradually improved the state of their hous-
ing and 1% their educational level after two
years of banking with our institutions, which
has a positive impact on future generations.

12 Data provided by 88% of all clients to 12.31.2021. Extrapolating to remaining clients, this would imply the creation of 237,801 jobs..
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24 Source of employment
Clients according to n° of employees

iIN their business

People People
171,883 162,834

Total 2020 Total 2021

® Noemployees

® 1employee

® 2-3employees

® 4 or more employees

Number of employees in current clients’ business at 12.31.2021.
Note: Information for all institutions.

2 5 Job creation
Credit clients who hire

more employees (%)

14% 12%
12%
10%
8%
6%
4%
2%

0%

Situation at +1 +2 +3 + 4
outset

Increase in the number of employees compared to the outset, in the businesses of clients current at 12.31.2021.
Averages for the 2017-2021 cohorts (year of entry).
Note: Information for Banco Adopem and Financiera confianza.
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Housing improvements

Credit clients who improve, by years
spent banking with the institution (%)

9%

8%

8%

7%

6%

5%

4%

3%

2%

1%

0%

Situation at +1 +2 +3 +4
outset

Proportion of current clients at 12.31.2021 who have upgraded their housing situation (bought their own home), have made home improve-
ments (e.g. put in a bathroom, installed electricity), or have increased the number of rooms. Average for 2017-2021 cohorts

(year of entry).

Note: Information for Banco Adopem and Bancamia, Financiera Confianza.

Improvement in education level

Credit clients who improve, by years
spent banking with the institution (%)

3%
3%
2%
1%
0%
Situation at +1 +2 +3 +4
outset

Proportion of current clients at 12.31.2021, who have received additional education. Average for 2013-2019 cohorts (year of entry).
Note: Information for Bancamia.
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To extend this indirect impact, the institutions
have developed initiatives that cover the di-
mensions of housing, sanitation, education,
healthcare, and environmental impact (resil-
lence/use of water, land, air and managing
waste). Altogether, in 2021, these initiatives
have benefited over 210,000 clients, while
loans for a total value of over USD 130 million
have been granted (10% of clients with a dis-
bursement in 2021).

These loans are to be used for:

/Upgrading the homes and working premises
of entrepreneurs;

/Financing sanitation facilities and access to clean
water, which helps to reduce the risk of illness;

/Financing the purchase of eco-efficient tech-
nologies to reduce energy consumption and
raise business productivity, such as water
pumping and irrigation systems, efficient ov-
ens and heaters, and cooling and lighting sys-
tems, among others, and

/Lines of credit to finance the entrepreneurs’
own education or that of their children and/or
family members.

These products are crucial, since they satisfy
basic needs, improving the resilience and pro-
ductivity of businesses that have been affect-
ed by climate change.

Well-being
Clients with a performing loan
and insurance to 12.31.21

P

Housing

Water and sanitation
Peru

5,336 clients

USD 15 M

Education

Education loans
for their children
Colombia, Peru and
Dominican Rep.
2,910 clients

USD 1.5 M

Housing improvements
Colombia, Peru and
Dominican Rep.

38,002 clients

USD 111 M

Health

Health insurance
and assistance
Colombia, Peru and
Dominican Rep.
179,575 clients

The gross portfolio in each of these products is expressed in USD.
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Financial health

Financialhealthisaconceptthatbringstogeth-
er oversight of the situation of today's finances
(matching income and expenditure, low finan-
cial stress) and preparation for the future. This
planning entails having the resources to save
for possible contingencies. During 2021, the
pandemic put this financial health to the test,
in that clients needed additional measures to
be able to overcome the consequences of the
same. We restructured loans, channeled gov-
ernmental transfers (state aid) and designed

SBVAME has broadened t
insurance policies, achiev

emergency loans for reactivation. After such a
turbulent period, overall comparisons or eval-
uations are difficult, so the results are present-
ed separately: entrepreneurs with loans, those
with savings and insurance.

24% of clients in the BBVAMF Group have
credits and savings, while 16% possess three
product types (loan, saving and insurance).
Most clients that have only one product have
a savings account (69%).

Ne reach of Its

ing around 605,000

insured parties by the enc

2 8 Clients by product type
Total current clients

® 9% with insurance

Savings and credit

652,123

24%

/%

Credit clients

203,405
NET
CLIENTS 2% 7%

2,773,221

Saving clients

1,917,693

09%

Total clients at 12.31.2021.
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Relationship with
lending clients

New credit clients served in 2021 received an
averagedisbursementofUSD821,asumwhich
varied significantly across the countries where
we operate (from USD 400 in Dominican Re-
public to USD 1,255 in Financiera Confianza,
Peru. In 2021, the average disbursement went
up by 15%, while the weight of the payment
installment over (monthly) sales was stable at
around 8.5%. The effort required of clients to
pay their loan has remained similar over time,
and the financial solutions offered in 2020 to
adapt this charge to the new circumstances
were key in achieving this continuity.

Gradually the relationship built up of trust and
better understanding of the client opens up

new financing possibilities, so that disburse-
ments increase with every credit. Outlay grows
by 16% a year, reaching USD 1,728 on average
after five years. Clients access credit prod-
ucts for all sorts of reasons: to invest in ma-
chinery, buy a plot of land or premises, to re-
solve temporary cash flow issues, to maintain
their operating levels, to buy inventory, etc.
These reasons vary according to each entre-
preneur’'s scale, maturity, and management
capacity. These characteristics, combined
with unstable production cycles and market
variations have an influence on the likelihood
of absconding and the frequency with which
clients return for another loan.

[he first enterprise loan Is
for USD 821 on average 59

2 9 Sales, disbursement and
weight in installment

New clients by year ® Avgdisbursement

® Avg monthly sales
Of eﬂtry ® Avginstallment as % of sales
USD 1,130
USD 1,085 USD 1,097
USD 837 USD 821
USD 754
8.2% 9.1% 8.5%
2019 2020 2021

New clients. Average disbursement, calculated as the average first disbursement for new clients each year. Weight of the install-
ment calculated as each client’s average ratio (loaninstallment payment over sales).
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Growth of average disbursement

Change, by duration of relationship USD 1.728

USD 1,602
USD 1,482

USD 1,288

USD 997

USD 767

Situation at +1 +2 +3 +4 +5 years
outset

Clients in each cohort on date of each data collection. Value at the outset is the average initial value of the 2016-2021 cohorts, to which the average growth of
the disbursement by the 2016-2021 cohorts (year of entry) is applied.

3 " Retention & recurrence of credit clients
Current credit clients

Situation at

the outset +3 years
Retention 100% 66% 44%, 31% 23% 18%
Recurrence 100% 58% 38% 26% 18% 12%
Distance (days) 430 412 378 345 312

Retention: Percentage of clients in each cohort (year of entry) that remain current and up to 12.31.2021. Average of the 2013-2021 cohorts.
Recurrence: Clients served since 2011. Percentage of clients who, after their first loan, take out another. The distance between cycles is the gap (in days) be-
tween disbursements of one credit and those for the next (the first one need not necessarily have been cancelled).
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Relationship with clients
who have a voluntary insurance

The Group’s financial offering is completed
with voluntary insurance products that aim
to provide protection in the event of unex-
pected contingencies. Healthcare is one of
the most important development gaps on
which BBVAMF focuses. Working towards
high-quality healthcare, to fight this gap
we have designed a series of covers using
healthcare insurance whose purpose is to
guarantee medical care for our clients, espe-
cially inthe most vulnerable segments, most
of whom have insufficient provision for these
Kinds of essential goods and services.

Currently, ©65% of

Seven out of ten clients state that they would
be forced to apply for a loan in the event of
a medical emergency. When coping with a
shock of this kind, it is clearly the poorest
who have to decide between opting for this
source of financing or doing without the med-
ical attention they need, because they don't
have enough savings to pay for the atten-
dant costs. In order to offer health insurance
to the most disadvantaged groups, BBVAMF
has widened its offering of these kinds of prod-
ucts, succeeding in doubling, during 2021, the
number of insured people and achieving a to-

ending clients also

have a voluntary insurance policy,
compared to 61% in 2020 55

37

Clients with insurance

Total credit clients

819,483

Dec 20

852,472

Dec 21

N° clients
® Without insurance
® \Vith other insurance
® \Vith health insurance

Current credit clients at 31.12.2020 & 12.31.2021. Includes all entities of the BBVAMF Group, with the exception of Emprende Micro-
finanzas and Microserfin.

88



SOCIAL PERFORMANCE REPORT 2021 / Performance / Financial health

tal of nearly 180,000 healthcare policy benefi-
ciaries by the end of 2021.

The realities around this product vary greatly
from institution to institution because of the
specifics of the value offerings and the differ-
ences in the needs of clients served in each
market. A greater proportion of clients in pov-
erty have aninsurance policy compared to the
rest of the clients (vulnerable and non-vulner-
able). Thisis particularly noticeableinthe case
of Peru (42% of clients in poverty have a poli-
cy, compared to 18% of vulnerable and 7% of
non-vulnerable clients). Here we have a health-
care policy designed specifically for women,

taken out by Woman's Word (PDM) clients, a
group loan. Colombia is also an outlier; here
the insurance offering for cancer treatment,
serious illnesses and family medicine reaches
36% of our poor clients compared to 28% of
non-vulnerable clients who are covered.

The voluntary insurance offering entails nu-
merous complexities (in designing the prod-
uct, adapting the cost and the intangible fea-
tures). Despite the difficulties, in the last few
years major efforts have been made to encour-
age greater uptake of this product. Currently,
65% of lending clients also have a voluntary
insurance policy, compared to 61% in 2020.

Healthcare is one of the most serious development
oaps on which BBVAMF is focusing. Seven out of ten
clients state they would have to apply for a loan in the
event of a medical emergency b,

3 3 Health insurance coverage
Total credit clients

100%
30%
60%
40%
20%

0%

Ext. poor Poor Vulnerable

Clients

% No insurance

% Voluntary insurance
% Health insurance

450,000

400,000

350,000

300,000

250,000

200,000

150,000

100,000

50,000

0

Current credit clients at 12.31.2021. Includes all entities of the BBVAMF Group, with the exception of Emprende Microfinanzas.
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Relationship with
savings clients

We have noted how, in 2020, at the height of
the pandemic, 90% of entrepreneurs resort-
ed to using their savings to pay for contingen-
cies®. Indeed, savings are a financial reserve
for covering unexpected or future expendi-
ture, or to embark on new investment. In the
face of this shock, entrepreneurs’ households
saw their savings capacity all but wiped out.

In 2021, over 2.5 million clients had a savings

account, and as could be expected, their bal-
ances had fallen. The profile of the client who
Is principally a saver (/% of the total) was the
most impacted by the pandemic, and among
transactional clients (52% of the total) we
should highlight those that, while not yet tak-
ing out a loan with our institution, have suc-
ceeded in keeping their account active for
small, one-off savings deposits that rotate in
and out.

132020 Social Performance Report.

30% of savings clients use their accounts for
transactions (there have been movements
iIn their account in the previous six months),
which has been particularly useful during the
pandemic to channel government transfers.
This explains why their average balance is so
low (they are people identified by the govern-
ment as highly vulnerable who need to resort
to social aid).

Although balances remained low, we noted
that 54% of account holders increased their
balance from 2020, with only 10% of balances

falling, showing that these clients'* were mak-
ing an enormous effort. In particular Banco
Adopem (Dominican Republic) and Bancamia
(Colombia), where 80% and 72% of these cli-
ents, respectively, increased their balances.
These segments account for 32% of all savers
in Dominican Republic and 23% of those in
Colombia, suggesting that transfers may have
generated a positive dynamic of sustainable
financial inclusion (given that all Colombians
who received government transfers were out-
side the formal financial system).

4 People who have not taken out a loan with the institution.
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3 Savings clients 3 5 Savings clients, by type
Clients with savings products Clients and balances at the end of 2021

at the end of each year

2,569,816
2,399,909

® [nactive
® Transactional
® Potentially transactional account

1,963,178 o

® Clients
® Balance in USD

Although their balances
remain low, 54% of savers
increased them over 2020

564,976 707470 656,719 Clients Balance
2019 2020 2021
Clients with savings products on each observation date and total balance Clients with savings products at 12.31.2021 and their respective balance.

(institutional clients are excluded in all the graphs in this section).
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3 6 Savings clients’ balances
Clients with savings products and term deposits

specifically earmarked for savings purposes

® Average
3,021 ® Balance

2,601

2,398

517,698 465,772 464,502 454,718
Trimester
03 06 09 12
2021

Clients with savings products in force as of 12.31.2021
(excluding institutional clients and employees in all the graphs of this section).

53% of saver entrepreneurs
are women. and /0% live in
urban areas 5y

3 7 Balance of transactional accounts
Customers with transactional

savings accounts ® Average

® Balance

105 104

76,111 80,060 75,497 86,596

Trimester
03 06 09 12
2021

Clients with savings products in force as of 12.31.2021
(excluding institutional clients and employees in all the graphs of this section).
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With savings clients, that is, those who decid-
ed to take out a series of products adapted for
this end (e.g. deposits), their balances rose
in the case of 56%, but dropped for 30%™.
Those who do save do so to different degrees:
fromUSD 20toaroundUSD 2,400 but, astime
passes, these savings fall. This may be due to
their use for emergencies, lack of discipline (it
Is hard to stay constant with saving), or to the
fact that the product no longer interests them
once the term has fallen due and the goal
reached (e.g. balance saved for education).

Analyzing the profile of savings clients, we note
that 58% ofthesaverentrepreneursare women,
and that most live in urban areas (70%). If we
focus our attention on those savers for whom
we have information (with an active loan), we
see that there is a direct correlation with their
experience and period banking with our insti-
tution: the longer their experience and time
banking with us, the more they save.

As regards savings patterns, we have noted
how difficult it is to save effectively. Products
that are specifically tailored for low-income
clients highlight the effort made by the Foun-
dation’s entities to include them, not leaving
anyone behind, thus contributing to the real in-
clusion of the population. Nevertheless, given
their importance, we continue looking for
more ways to foster saving.

Technologyandpayingwithone'smobilephone
will have a positive impact over the next few
years on our clients’ transaction banking and
saving rates. Digital payments are developing
fastand will be increasingly frequent. Reducing
costs, together with access to formal saving,
will make these operations become more of a
habit among the most vulnerable clients.

15 A range of savings products has been adapted to a more vulnerable client
profile. For example, products that set concrete goals (such as education
for one’s children) or that have built-in incentives (e.g. if the saver meets the
savings schedule, the rate improves).

Savers, by seniority
Median balance

® Median USD
17
13
11
O -2 years 3 -4 years 4 -5 years 5 or more
Savers, by age group
Median balance .
® Median USD
14 1>
13 O —O

U= O

18-2byears 25-35years 35-45years  45-55years 65 or more

Clients in the savers segment who have current credits as of 12.31.2021.
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Conclusion

During the pandemic the loss of income led to
the introduction of new support mechanisms
(e.g. government transfers, state subsidies),
although job creation has been one of the
greatest challenges for achieving a sustain-
able recovery. The Foundation's institutions
work with financial solutions that enable them
to reactivate and sustain this entrepreneurial
fabric, with a long-term vision.

At the end of 2021, BBVAMF Group had 2.8
million low-income entrepreneurs as clients,
of whom 855,528 had loans, while 1.6 million
had savings accounts. The task of personal-
ized service during 2021 has made it possi-
ble for 261,011 new entrepreneurs to take out
a new loan, with 455,948 renewing an active
loan, and 265,774 who opened new savings
accounts.

Exclusion from the labor market forces more
people to become entrepreneurs, especially
young people. Thus, this is starting to become
apredominant profileinallthe countries where
we operate. Their digital skills and higher ed-
ucational level are differential factors in their

profile although they will still have to overcome
a number of structural weaknesses within the
entrepreneurial fabric if their businesses are
to develop sustainably.

The crisis has triggered financial stress in
many vulnerable households, bringing with it
a reduction in their savings. However, micro-
credits have made it possible for their busi-
nesses to recover pre-pandemic growth rates
(20% in sales and 18% in surpluses) that even
manage to generate higher incomes in one in
two households. The loan is mainly used as
working capital, reflecting their interest in re-
turning to their activity.

Continuous adaptation and reinvention are
signs of identity, thanks to trades that require
low capital investment and that enable them
to ensure a minimum level of income for the
family, although household vulnerability per-
sists. So it is that we still see precariousness
and instability in one in every three house-
holds, which prevents them from making big-
ger investments: the demand is mainly for
small, flexible loans. Microfinance support in

entrepre
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this segment is thus vital to maintain this con-
stant adaptation and survival.

To the contrary, the less vulnerable run busi-
nesses with bigger investments, more experi-
enceandspecialization, although their capacity
to adapt to changes is more limited and recov-
ery occurs at a slower rate. In this segment it is
crucial to mentor entrepreneurs with solutions
that go beyond the strictly financial and gen-
erate value, such as, for example, support in

/ Performance

/ Conclusion

adapting to digital technology to nurture pro-
ductive activities that respond to new trends.

Then again, we must consider the household, in
the wider sense, and assess its structural weak-
nesses (education, healthcare and housing). The
potential improvements to its welfare have been
the guiding principle of the Foundation inits com-
mitment during 2021 to measure multidimen-
sional poverty (see A multidimensional vision).

for smal

In following its mission, the Foundation has a
permanent vocation to serve vulnerable en-
trepreneurs. The multidimensional nature of
their vulnerability requires microfinance ser-
vices to be set within the economic, social
and geographic context of each country. We
are aware of the quantity of factors that the
progress of these entrepreneurs and their
households requires. Nevertheless, we have
demonstrated that by measuring the impact
of the work we do, and sharing the knowledge

S

L~

-scale, flex|

Although the businesses of our
entrepreneurs have returned to pre-
pandemic growth rates (20% in sales and
18% in surpluses),
means that their in

nelr lack of stability
erent nature 1s to look

Dle operations 55

acquired about our clients with our stakehold-
ers we can, together, substantially improve the
welfare of these households.
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Notes on methodology

Information limitations

Information limitations

Lack of information on certain variables
There are certain variables for which client information is not
available.

Comments

Where there are gaps in a given client’s data, or it is felt to be unreliable, this client’'s data is removed; expert or interpolated
values were not used.

Positive bias
Clients’ tendency to present their microenterprise’s
performance in a more favorable light than reality.

BBVAMF methodology works on the premise that the data is gathered by an agent/loan officer with an informed understanding
of the client’s circumstances, who will therefore only report data considered credible.

Process limitations

Information gathering is essentially from loan processes; normally
data are collected when the client acquires a new product or
renews their loan (information is stored in each microfinance
institution (MFI's) core banking system).

There are limitations in the data capture process, such as the difficulty of valuing the business, input errors, incorrectly
interpreting the variable, lack of time, etc. For group lending this limitation may be greater. As far as possible, when we have found
the data to be less robust, it has not been presented.

Heterogeneous databases and different criteria

Indicators are based on the faithful interpretation of each
MFI's criteria and those of its agents/officers. In a very few
cases, there are variables with definitions or nuances at a local
level or variables that are only collected in certain countries.

. Assets and sales indicators, in particular, are based on the in-depth understanding of each MFI's criteria and that of its agents.
Criteria applied to value assets, liabilities, etc may differ slightly between institutions.

. Social variables (e.g. housing conditions, educational level, capacity to access other income for the household, etc) are not
collated in all the institutions or collated differently. BBVAMF has adapted to the information available from each institution and
each country’s requirements.
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Methodological explanations of some of

the indicators and variables

Choosing the variables for consideration

New credit clients

Comments

Urban/rural environment

The “environment” variable is defined by each institution as follows:

Bancamia

The client’s business address (street, highway, etc).

Financiera Confianza

The client’'s address; in a given district all clients are classified as being in the same “envi-
ronment’, according to their classification by the National Statistics Institute (INEI). If the
rural proportion of the district is over 50%, according to the INEI, the entire district is clas-
sified as rural.

Banco Adopem

Assigned according to the % of rural/urban land in the province where the bank office is lo-
cated, according to the National Statistics Organization. All clients in the branch office are
classified in the same category as the branch.

Fondo Esperanza

Assigned according to the % of rural/urban land in the commune where the client lives, according
to the Chilean Statistics Organization (2017 census). All clients in the branch office are classified
iIn the same category as the branch.

Microserfin

The client’'s address determines the environment, according to the parameters of the prov-
Ince and the district.
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Economic sectors

Comments

Based on the United Nations International Standard Industrial Classification of all economic
activities (version 4).

Agriculture: agriculture, forestry, fishing, mining and quarrying.

Production/Transformation: manufacturing; electricity, gas, steam, air conditioning supply; water supply, sewerage; waste
management, remediation activities; and construction.

Trade: wholesale and retail trade (includes repair of motor vehicles and motorcycles).

Services: transportation and storage; accommodation and food service activities; information and communication; financial and
insurance activities; real estate activities; professional, scientific and technical activities; teaching; human healthcare and social
work; other services.

Data from financial statements
(balance sheets and P&L)

Financial variables shown are those reported by clients:

« At the first disbursement.

At their latest disbursement.

- Depending on the methodology interim information can be presented, i.e. whenever data is obtained because there has been a
disbursement or an information update (except in the case of Fondo Esperanza. See Financial data performance and variation
in the poverty segment).

Payment instaliment

The installment has been calculated as a monthly figure (where the frequency had been different) and, where the client has more
than one loan, all their installments to the institution are added together.

Household size

"Household members” are defined as the number of people living in the same home, whether they are family members or not,
who have a shared food budget or share food costs.

98



SOCIAL PERFORMANCE REPORT 2021 / Performance / Notes on methodology

Selected indicators

Credit clients

Comments

When calculating the indicators for credit clients, we looked at those with a productive unit (microenterprise), thus excluding
loans to employees.

New clients are defined as those who have taken out a loan during the year and have had no previous loans with BBVAMF Group
institutions.

Renewed clients are those who have received another disbursement, in the last 12 months.
Total clients are all clients with an outstanding loan as of 12.31.2021.

Savings clients

Clients with savings products and deposits have been analyzed in order to classify them according to their goals. For the
indicators on savings clients, institutional clients and employees were excluded.

Four categories were identified:

Savers: those who have taken out products designed specifically to encourage saving.

Potential: clients who have taken out transactional savings products and have an outstanding loan.
Transactional: clients who have taken out transactional savings products, but do not have an outstanding loan.
Inactive: remaining clients.

Clients with voluntary insurance

The research presented here has been conducted on insurance policies taken out voluntarily by clients and shows, depending on
the study, either the perimeter of clients who take out a policy (policy holders), or the type of parties insured under the policies
taken out by clients.

Financial variables

Financial variables are those reported by clients at:
« The first disbursement, in the case of graphs about new clients.

« The last disbursement or update available, when the graphs refer to renewing clients or the existing portfolio.
 |nthe various client disbursement processes, when the graphs refer to clients’ progress over time.
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Monthly per capita surplus or “income”

Comments

The monthly per capita earnings figure is used by the BBVAMF Group as the measure of a client’s disposable revenues. The surplus
(business revenues, less direct and indirect business costs) is divided by the number of people in the household. If necessary, it is
calculated by month. Other household income or costs are not included in the calculation for two main reasons:

« The aimis to show the impact of the enterprise on clients and their families, rather than the entire household income from other
sources.

- The information about the client is related to the loan and to the information pertinent for this transaction, so there is no control
over the frequency or continuity of any other income unrelated to the microenterprise. Obtaining full documentary proof would be
difficult to achieve.

Monthly net income is divided by the number of household members to understand its impact on the household as a whole. The
household size is the number of people living in one place who share the food budget. It is a more stable figure than the number of
dependents, which can vary over time.

Monthly net income is calculated from the situation immediately before granting the loan, so does not include the payment
installment on the loan that is about to be approved.

Income relative to the poverty line

This measures the monthly per capita surplus (income) as a percentage of the poverty line. Relative income is calculated over
the poverty line at disbursement (poverty line for the year in question). As the measurement is relative, it enables us to make
comparisons over time (similar to the financial updating of currency units), as well as comparing different geographical areas or
segments.

Relative income takes the value of one when it is the same as the poverty line. Values under one indicate that the client is in
poverty.
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Economic vulnerability

Comments

Categories have been set using the monthly incomes generated by the micro-enterprise to determine clients’ economic situations.
These are compared with the poverty and extreme poverty lines for each country, as defined by that country.

Clients with monthly income below the extreme poverty line will be classified as extremely poor. Those between the extreme poverty
and poverty lines will be classified as poor.

A third category is made up of vulnerable clients, those with monthly per capita (p.c.) net incomes less than three times the national
poverty line. The businesses of these clients generate monthly p.c. incomes above the national poverty line, but still suffer from great

economic uncertainty, understood as a high likelihood of falling back into poverty.

The reference to clients under the poverty line or in poverty groups together the extremely poor and the poor. The term “vulnerability”
covers all three segments: extremely poor, poor and vulnerable.

Remaining clients are classified as others.

Vulnerability line
(three times the poverty line)

The threshold of three multiples of the poverty line has been defined thus because clients with revenues over this limit are
unlikely to fall into poverty. In other words, the threshold of three times the poverty line represents a level of economic security
such that the likelihood of clients with higher incomes falling into poverty is less than 10%. This definition is in line with studies by
the World Bank.

Relative income distribution (1) of clients who fall into poverty

100% (max.)

99%

95%

90%

75%

50%

25%

10%

5%

Renta relativa inicial

56.89

743

3.97

2.92

2.04

1.44

1.16

1.05

1.02

101



SOCIAL PERFORMANCE REPORT 2021 / Performance / Notes on methodology

Financial data performance and varia-
tion in the poverty segment

Comments

There are two ways of measuring performance indicators such as progress made in terms of financial variables (monthly sales
and surpluses):

« Data from those clients who were current in the last 12 months, and who have updated their information is used to compare
their growth with their situation at the outset. Similarly, there are the monthly renewals, where the calculations are made
against the disbursement made to the client directly beforehand.

 |n the case of Fondo Esperanza, the criteria differ slightly, due to the peculiarity of their processes, in which the client’s financial
information is only updated during the fifth credit cycle. A timespan in which the update has been made is not a requirement.
Thus, the client universe considered in the calculation is made up of those who have had two disbursements and an update of
their financial data, and this may not have occurred in the previous 12 months.

Social improvement indicators

* Housing upgrade: clients who have changed to having their own home, or who have upgraded their home, whether with sanitation
iImprovements (bathroom, septic tank), in the construction material, in the fuel they use, or who have increased the number of
bedrooms since the initial registration.

« Education improvement: clients who have improved their level of educational attainment compared to their situation at the outset.

 Improvement in employment: an increase in the number of the enterprise’s employees compared with at the outset.

All clients who have improved their circumstances were analyzed, independently of when the improvement occurred.

Employment creation indicator

To assess microenterprises’ capacity to generate employment, the change in the number of workers hired by clients over time was
analyzed. Although there is no historical series for this data, the number of reported employees hired has been presented for clients
current as of 12.31.2021. The criterion used to collate information was changed in Financiera Confianza: family members are now
excluded from worker numbers. For this reason the evolution of employment creation has not been presented.

CAGR & AAR

Compound annual growth rate (CAGR): is calculated as the average growth of clients’ financial values since their previous
disbursement. Outlying values of less than 1% or more than 5% are excluded. To calculate the average annual rate, and in those cases
where the client has received two loans in the same year, only the growth of the latest credit disbursed during the year is included, in
order to have the most recent data point.

AAR: average annual rate: comparing growth (generally of client segments) over time.
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National poverty lines

The official extreme poverty and poverty lines are taken for each
country, depending on whether it is urban or rural, as published
by each country’s official bodies. Where these lines have not been

updated from the previous year, the latest available are taken and
updated using the annual CPIl (Consumer Price Index) to Decem-
ber of the year in question.

Poverty lines in all countries (except for Chile)

Source Year Source Year Poverty level Rural (LOC) Urban (LOC)

Poverty level Rural (LOC) Urban (LOC)

Colombia 2020 lines updated 5021 Extreme poverty 118,688 163,064 Peru 2020 lines updated 5021 Extreme poverty 21z
) )

by CPI (5.6%) Poverty 211,018 390,454 by CP1 (6.4%) Poverty al 410
National Statistics Extreme poverty 112,394 154,417 National Statistics & Extreme poverty 161 199

2020 . . 2020
Department DANE' Poverty 199 828 369748 Informatics Institute (INEI)? Poverty 265 384
Extreme poverty 106,924 146,189 Extreme poverty 158 195

DANE 2019 INEI 2019
Poverty 210,969 361,574 Poverty 260 377
Extreme poverty 100,041 122,742 Extreme poverty 154 197

DANE 2018 INEI 2018
Poverty 169,185 283,239 Poverty 253 369
Extreme poverty 99,082 121,409 Extreme poverty 153 191

DANE 2017 INEI 2017
Poverty 165,062 275,818 Poverty 250 364
Extreme poverty 97,867 119,685 Extreme poverty 150 184

DANE 2016 INEI 2016
Poverty 159,543 266,043 Poverty 244 353
Extreme poverty 86,918 106,653 Extreme poverty 137 169

DANE 2015 INEI 2015
Poverty 157,752 246,336 Poverty 226 328
Extreme poverty 79.837 98,407 Extreme poverty 137 169

DANE 2014 INEI 2014
Poverty 139,792 233,530 Poverty 226 328
Extreme poverty /7947 95,884 Extreme poverty 132 163

DANE 2013 INEI 2013
Poverty 136,192 227,367 Poverty 218 316

Thttp://www.dane.gov.co

2 https://www.inei.gob.pe
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Source

Dominican
Republic

Year

Poverty level

/ Performance / Notes on methodology

Rural (LOC) Urban (LOC)

2020 lines updated 5021 Extreme poverty 2,602 2,715
by CPI (7.7%) Poverty 5,370 6,031
Ministry for the Economy, Extreme poverty 2,380 2,484
Planning & Development 2020
MEPyD3 Poverty 4,911 5,516

Extreme poverty 2,295 2,395
MEPyD 2019

Poverty 4,736 5,320

Extreme poverty 2,223 2,320
MEPyD 2018

Poverty 4,588 5,153
MEPyD 5017 Extreme poverty 2,172 2.267

Poverty 4,482 5034

Extreme poverty 2,076 2,167
MEPyD 2016

Poverty 4,285 4,813

Extreme poverty 2,048 2,138
MEPyD 2015

Poverty 4,228 4,749

Extreme poverty 2,041 2,130
MEPyD 2014

Poverty 4,212 4,730

Extreme poverty 1,985 2,071
MEPyD 2013

Poverty 4,096 4,600

Panama

Source

Poverty level

Rural (LOC)

Urban (LOC)

2020 lines updated 5021 Extreme poverty 61 /3
by CPI as of Dec. (2.6%) Poverty 110 149
2019 lines updated by CPI Extreme poverty 60 71
o 2020
as of Dec. (0%) Poverty 108 145
2018 lines updated by CPI as Extreme poverty 60 /1
0 2019
of Dec. (0 %) Poverty 108 145
Finance & Economy Extreme poverty 60 /1
. 4 2018
Ministry Poverty 108 145
Finance & Economy 2017 Extreme poverty 59 /0
Ministry Poverty 107 144
Finance & Economy 2016 Extreme poverty 59 /0
Ministry Poverty 106 144
Finance & Economy 2015 Extreme poverty 59 69
Ministry Poverty 105 141
Finance & Economy 5014 Extreme poverty 59 69
Ministry Poverty 105 142
Finance & Economy Extreme poverty 56 66
Ministr 2013
y Poverty 102 137

8 http://economia.gob.do

4http:/www.mef.gob.pa/es/informes/paginas/pobreza-e-indigencia.aspx
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Poverty lines in Chile

We should draw attention to the case of Chile, where in 2015 the situation of poverty in which many families were living”®. The aimis
Social Development Ministry (SD Ministry) published a new meth- to adapt to Chile's economic and social reality (higher standards)
odology (NM) in consensus with a broad selection of experts®, be- and reflect situations of deprivation that go beyond low income
cause “the traditional measurement was no longer reflecting the (multidimensional).

The NM brought in some important changes, with the most
significant ones summarized below:

Updated poverty line The basic food basket has been updated® and the proportion between the poverty and the extreme poverty lines reviewed.
Basic basket: the NM for measuring poverty by income recalculates the basic food basket (with a new estimate of its contents)
for the average household.

Relationship between extreme poverty and poverty:
extreme poverty line for an average household: EPL=2/3 LP
Where:

PL: poverty line

EPL: extreme poverty line

Extreme poverty line: this value is set so that EPL covers food, clothing and housing’. The NM includes in its income a charge
for renting the home for those who own or have the use of one. The previous methodology, conversely, only included a charge for
those who had their own home.

Use of equivalence scales, Instead of having a single poverty and extreme poverty line (expressed in per capita (p.c.) values), lines have been drawn that

elimination of environment depend on the size of the household (as the number of household members increases, the expense incurred to cover nutritional
requirements associated with basic food and non-food needs falls proportionately). Note that the NM does not consider the
environment (rural vs. urban).

5Social Development Ministry, CASEN 2013 & 2015 (a Modern and Transparent Poverty Measurement for Chile).
Minimum income stipulated as necessary to meet one person’s basic nutritional needs.
‘New methodology for measuring poverty by income and multi-dimensions (CASEN Observatorio Social 2013), page. 11. 105
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The poverty lines in use since 2015 are, as such, significantly high-
er than those applied using the previous methodology, where the
extreme poverty line was equivalent to the basic basket of goods
and the poverty line mirrored the cost of food, goods, and basic
services..

Given that the NM poverty lines are defined based on household
revenue, business income is taken (instead of per capita surplus)
to calculate the metrics and the corresponding poverty line is set
depending on the size of the household.

The poverty line series used are as follows:

Extreme poverty

(LOC)

Poverty
(LOC)

Household size

© 00 N O O o W DN =

@)

Household size

1

© 00 N O O b~ W N

@)

2015

100,944
163,985
217,805
266,394
311,431
353,825
394,140
432,758
469,950
505,920

2015

151,417
245,977
326,707
399,591
467,146
530,737
591,210
649,137
704,925
758,881

2016

103,139
167,550
222,541
272,187
318,203
361,519
402,711
443,163
430,169
516,922

2016

154,709
251,326
333,811

408,230
477,304
542,278
604,066
663,253
720,254
775,382

2017

105,653
171,633
227963
278,819
325,956
370,327
412,523
452,942
491,869
529,517

2017

158,479
257450
341,945
418,228
438,934
555,491
618,785
679,414
737,804
794,276

2018

108,696
176,577
234,530
286,350
335,345
380,995
424,406
465,989
506,038
544,770

2018

163,044
264,865
351,795
430,275
503,018
571,492
636,609
693,934
759,056
817,155

2019

111,982
181,915
241,620
295,522
345,483
392,512
437,236
430,076
521,335
561,238

2019

167,973
272,872
362,429
443,282
518,224
588,768
655,354
720,114
732,003
841,857

2020

116,629
189,464
251,646
307,785
359,819
408,300
455,380
499,998
542,969
584,528

2020

174,943
284,196
377,469
461,677
539,729
613,200
683,070
749,997
314,454
876,792

2021

123,274
200,259
265,934
325,321
380,320
432,092
431,326
528,436
573,905
617,832

2021

184,911
300,388
398,976
487,982
570,480
643,138
721,988
792,729
360,858
926,748
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Currency exchange rates

All the (historical) data from MFls is input in local currency and the
exchange rate applicable on December 31, 2021 is applied so that
exchange rate fluctuations do not impact the conclusions.

Country Exchange rate Source

Colombia COP / USD 0.0002512 BBVA Bank,

mid-market rate on December 31, 2021

Peru PEN / USD 0.2514395 BBVA Bank,

mid-market rate on December 31, 2021

Dominican Republic DOP / USD 0.0174843 BBVA Bank,

mid-market rate on December 31, 2021

Chile CLP /USD 0.0011839 BBVA Bank,

mid-market rate on December 31, 2021

Panama PAB / USD 1.0000000 BBVA Bank,

mid-market rate on December 31, 2021
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Understanding households
N thelir multiple dimensions

Doing a deep dive into the well-being of households, evaluating the
deficiencies they face. To this end, an internal multidimensional
poverty index has been created

Shortfalls

Incidence of deprivation
Total households with deprivations, by dimension

42%

20%
17%
7%
4%
School Years of Learning Health Access
attendance  schooling lag insurance to water
Education Health

26%

19% 19%

11%

Sanitation Overcrowding nljg’zjesrliglgs Ig;t:eérer;e;t
Housing

IPM

indice Interno de Pobreza
Multidimensional

Internal multidimensional
poverty index

Sophia Oxford & BBVAMF

He

SOPHIA
Poverty A client is classified
cutoff as poor if they live in

a household with shortfalls in

33.330/0 33.33% of the indicators

IMPI-FUN | 0.099

Incidence (H,%) | 24.2%
Intensity (A, %) | 41.0%

24% of households are multidimensionally poor
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Characteristics of poor
households

The results show that, in all entities, households
In a situation of poverty are generally:

Rural

Greater probability of living in rural
environments, in Colombia, Peru
and the Dominican Republic

They have larger household sizes and
dependent children

9
i i Household size/children
’

o

)

Income

They have lower incomes: 64%
of non-poor people’s revenues

Incidence & intensity of
multidimensional poverty, by country

Total poor & deprived
households, by country

Intensity (%)
44
42 S
40 o Peru

Dominican
38 Panama Republic
% Colombia

= Chile

O 10 20 30 40

Incidence (%)

* Note: The size of the circle represents the number of clients per country as of December 2021. Incidence shows the number of people with shortfalls.
Intensity is the number of deprivations suffered in a poor household, compared to the total number of households in this situation.

At least athird of Financiera Confianza and Banco IMPI, per country

Adopem clients live in multidimensional poverty. Peru and Domincan Republic have
These two institutions account for 47% of theto-  the deepest multidimensional

tal client portfolio, and 65% of clients in poverty poverty

In that portfolio.
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| he need for 3
Multidimensional

perspective

The pandemic caused by COVID-19 has reversed
the progress achievedinthe previous yearsinre-
ducing monetary poverty because of the harsh
recession, the drop in employment and in work-
ing incomes. Monetary poverty identifies the
poor indirectly by comparing their incomes with
the monetary cost of buying a basket of food and
non-food goods above or below an established
minimum threshold. Our traditional measure-

ments have enabled us to categorize our clients
using these criteria and associate the latter with
the performance of their businesses.

However, to get a more precise picture, we need
to go beyond this threshold and dig more deeply
into entrepreneurs’ standards of living, assess-
ing the likely shortfalls they also have to cope
with at home.

Multidimensional

Poverty Indices

(MP1) can provide a broader
understandi

TIedS

ng of the

noverty, con

Ures: t

and In what

O]

Nplement

ney show

vvay,,

BBVAMF's Microfinance
Entities’

nature of that

ng monetary
Who IS poor

Entity Country % clients
Bancamia (BA) Colombia 39%
Financiera Confianza (FC) Peru 28%
Banco Adopem (AD) Dominican Republic 18%
Fondo Esperanza (FE) Chile 13%
Microserfin (MS) Panama 2%

' To build the aggregate index, the results of each country have been incorporated prorating each entity by its client
numbers. The distribution is based on figures at the end of November 2021.
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Poor people generally characterize poverty as
the experience of simultaneous deprivations
rather than solely that of insufficient income.
Multidimensional Poverty Indices (MPIs), based
on the Alkire-Foster methodology, can provide
a broader understanding of the nature of pov-
erty, complementing that of unidimensional
monetary measures. An MP| reveals who is poor
and in what way they are poor, providing rele-
vant information to identify them, as well as the
problems that keep them in poverty. Four of the
five countries where BBVA Microfinance Foun-

"

dation (BBVAMF) is present have national MPls
to track multidimensional poverty and inform
public policy. The exception is Peru, although
the process of designing such a metric appears
to have started.

BBVAMF, together with its five entities in Latin
America and SOPHIA Oxford, has led a study
to assess multidimensional poverty in its client
portfolio, using the Alkire-Foster methodology.

/ This multidimensional view

prings us ¢

components of poverty

/ The stuc

oser to the structural

vy of multidimensional

poverty will serve to improve how we

design anc

SErv

target our products and

ices, and thus improve the lives
of our clients

/ The definition of internal

mu

tidimensional poverty Is

onr

heal

nased

ine indicators that capture three
dimensions of poverty: education,

th, and housing

112



SOCIAL PERFORMANCE REPORT 2021 / Multidimensional poverty / The need for a multidimensional perspective

O 2 Dimensions and indicators used to
define multidimensional poverty

Dimension Indicator

Weight (%)

School attendance 11.11%
Education @ Years of schooling 11.11%
Learning lag 11.11%
Health insurance 11.11%
Health Access to water 11.11%
Sanitation 11.11%
Overcrowding 11.11%
Housing Housing materials 11.11%
(floor, walls & roof)
Internet access 11.11%

2 The employment dimension is also included in the national MPIs of the five countries where BBVAMF operates. We opted not to
include it in our measure because it is an area already directly covered by the microfinance institutions, since entrepreneurship is

a response to lack of employment opportunities. Also, it entailed adding several questions to the questionnaire. On the other hand,
although Internet access is only included in the national measures of Dominican Republic and Panama, we chose to include it in our

measure given its increasing importance, particularly in the context of the COVID-19 pandemic.

The main purpose of this exercise was to pro-
vide BBVAMF and each entity with relevant in-
formation to improve the design and target-
ing of our products and services and hence
enhance their impact in improving the lives of
entrepreneurs. Multidimensional poverty was
defined based on nine indicators that capture
three dimensions of poverty, Education, Health
and Housing (see Table 2). These three dimen-
sions are included in practically all existing na-
tional MPls, although sometimes under slightly
different names. Based on the universe of indi-
cators included in national MPIs of the countries
where BBVAMF operates, as well as the goal of
keeping the length of the questionnaire to under
30 minutes, the study selected indicators that

focused on basic needs and that could provide
useful information for actionable solutions (i.e.
to improve the microfinance institutions’ value
offering)?.

Deprivation cutoffs, on the other hand, were de-
fined taking into consideration the specific con-
ditions of each country, so that each entity would
be able to identify the most vulnerable clients in
its own portfolio®. The selection of country-spe-
cific deprivation cutoffs hinders comparisons
of poverty or deprivation levels across entities?,
but allows each entity to obtain more relevant
information to guide its strategy.

3 Although entities selected deprivation cutoffs for assessing poverty
among their clients independently, there was a considerable overlap be-
tween their selections. For example, all five entities selected the same depri-
vation cutoff for school attendance and access to Internet. For eight of the
nine indicators, at least three of the five entities selected the same cutoff.
The Methodology (appendix) describes this overlap between the depriva-
tion cutoffs selected in more detail.

4 Comparisons are difficult because one client in exactly the same circum-
stances might be identified as poor (or deprived in a given indicator) if
served by one entity, and as non-poor if served by another entity.
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This report presents an overall analysis of
multidimensional poverty in BBVAMF's client
portfolio®.

HE

SOPHIA

OXFORD

Themethodologyforthe multidimensional
poverty index has been adopted by the
United Nations as the standard, and is
accepted in nearly worldwide, particularly
in those countries where the Foundation
operates.Thismethodologywasdeveloped
by Oxford Poverty & Human Development
Initiative (OPHI).

In 2021, BBVAMF went into partnership with
SOPHIA Oxford, a body linked to Oxford
Universityand OPHI, thatworkswiththeprivate
sector. The aim was to build a measurement

framework that would enable the Foundation
and its institutions to diagnose certain
dimensions of multidimensional poverty
faced by our entrepreneurs and to track their
progress over time.

BBVAMF isthefirst privateinstitutiontodesign
thisindicatorforitsclients,enablingusnotonly
to better understand their living conditions,
butalsotodesignvalue propositions with more
information to improve those living conditions
for them and their families.

5 Aggregate estimates were obtained using sampling weights that take into account the size of each entity’s sample together with the number of clients served

by each entity.
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The deprivations most commonly sufferea
L@Ve ‘ S Of by clients are years of schooling, sanitation,

deprivatiOﬂ and access to water y g

O 3 Incidence of deprivations
Percentage of deprived households

42%

26%

In the Entrepreneur
Portfolio

20%

19% 19%

17%
11%

Firstly, we wanted to discover the percentage of
clients that live in a household that is deprived
in terms of one or several of the indicators,
and to break down that distribution by microfi-

7%

nance institution. We saw that the deprivations 4%

most commonly suffered by clients are years n

of schooling, sanitation, and access to water.

On the other hand, there are relatively few cli- School Years of Learning Health Access Sanitation Overcrowding Housing Access to
attendance schooling lag insurance to water materials Internet

ents living in households deprived in terms of
school attendance and educational lag. Education Health Housing
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Microserfin

O 4 Incidence of deprivations, broken down by country

Percentage of deprived clients
@® fondo Esperanza

@® BancoAdopem
@® fFinanciera Confianza

@ Bancamia

1%
3%
11%
1%
2%
8%
1% 4% ﬁ 0%
1% e 1%
1% L 2%
2% 3%
8% 11% Mo
5% ’ Ve 6%
0% = 0%
1% 1% 5% 3% 1%
19% ]Ig;o 20
(V)
2% ’ 8% 4% 10%
0 5% % 0
10/0 4/0 10/0 0 3 () 4/0
School Years of Learning Health Access Sanitation Overcrowding Housing Access to
attendance schooling lag insurance to water materials Internet
Education | Health | Housing
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As is logical, Bancamia, Financiera Confianza
and Banco Adopem, which together repre-
sent 85% of the total portfolio, also account
for the vast majority of deprived clients. That
said, their share of deprived clients is not
necessarily proportional to their share of
clients and varies across indicators.
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1.0%

O 5 Deprivations in years of schooling
Percentage of adults by age groups

BA - Colombia FC - Peru AD - Dominican Rep.
26.0%

15.0%

13.0%

' 9.0%

11.3%

0
4.0% 5.0% 5.4%

Years of schooling n

3.3%

3.0%

Around 42% clients live in a household where 18-24  25-34  35-64 18-24  25-34  35-64 18-29 30-39 40-59 60-69  >70

there is at least one adult who did not attend
school for the minimum years required for
his/her age group®. Most of these clients are
served by Bancamia (19%), followed by Banco
Adopem (11%) and Financiera Confianza (8%). MS - Panama FE - Chile
These three entities serve 90% of the clients

. e 12.0%
deprived in this indicator.

40%  20% 38%  4.4%

Theclients suffering this deprivation are mostly
older than 40. The breakdown shows the depri-
vations in the countries where it is most acute.

2.6% 1.7% 1.7%

18-24 25-34 35-64 18-29 30-39 40 - 59 60 - 69 >70

6 According to the deprivation cutoff selected for the country they live in.
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O 6 Deprivations in sanitation
Percentage of homes, by type of sanitation

Sanitation

More than a quarter of clients live in a house-
hold without adequate sanitation’. Financiera
Confianza serves most of these clients (ac-
counting for 11% out of the 26%). Close to 18%
of all clients share their toilet facility with other
households. The breakdown shows the depri-
vations in the countries where it is most acute.

7 According to the deprivation cutoff selected for the country they live in.

BA - Colombia

11.0%

0
3.1% 2.0%

f 0 aAa

Toilet Toilet Unconnected Latrine with Latrine No sanitation
connected connected to toilet septic tank without facilities
to sewage shared septic septic tank

system tank
FC - Peru
15.9%

8.5%
4.8%
4.3%
3.1%
. 2.6%
Toilet Toilet Unconnected Latrine with Latrine No sanitation
connected connected to toilet septic tank without facilities
to sewage shared septic septic tank
system tank

2.1%

AD - Dominican Rep.

5.7%
4.9%
4.2%
4.0%
2.8%
‘ 0.3%
Toilet Toilet Unconnected Latrine with Latrine No sanitation
connected connected to toilet septic tank without facilities
to sewage shared septic septic tank
system tank

16.0%

MS - Panama

6.6%
3.0%
2 2%
o
° 2t 0.3%
Toilet Toilet Unconnected Latrine with Latrine No sanitation

connected connected to toilet septic tank without facilities
to sewage shared septic septic tank

system tank
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O 7 Deprivations in access to water
Percentage of households lacking water, by type of water source

Access to water

Onein every 5 clients lives in a household with-
out adequate access to water®. Banco Adopem
serves most of these clients (8% out of 20%)).
Close to 10% of Bancamia clients live in a
household without access to piped water or a
covered well. This share amounts to 8% among
Financiera Confianza clients and 5% among cli-
ents of Banco Adopem. The breakdown shows
the deprivations in the countries where it is
most acute.

8 According to the deprivation cutoff selected for the country they live in.

BA - Colombia

2.6%

n 0.7% 1.1% u

Piped water Public Covered
outside home standpipe well

AD - Dominican Rep.

32.3%

4.8%
1.8%
Piped water Public Covered
outside home standpipe well

2.5%

Open
well

0.7%

Open
well

5.3%

10%

1.3% 0.4%

River, creek, Rainwater Water tanker

spring

0.3%

River, creek,
spring

collection truck or
watering hole

5%
3.6%
0.4% 0.4%
Rainwater Water tanker Bottled
collection truck or water

watering hole
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Housing materials

19% of clients live in a household with floor,
walls or roof made of rudimentary materials.
Financiera Confianza serves most of these cli-
ents. One in every 4 Financiera Confianza cli-
ents lives in a dwelling with a floor of earth or
sand. The breakdown shows the deprivations
Peru.

O 8 Deprivations in housing materials
Households, by construction material

FC - Peru

25.0%

7.7%
3.3%
0,
n Lelg 0.4% 0.3%
Beaten earth Rough wood, Cane or matting Plywood, Palm, straw, Scrap
or sand planks with mud tiling matting thorny bamboo materials
Floor Roof

7.4%
2.1%
n =
Rough wood, Palm, straw, No walls
planks bamboo
Walls
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Health insurance

17% of clients live in a household where there
Is at least one person without health insurance
(public or private). However, this share
conceals major disparities across entities.
The proportion of our clients experiencing this
type of deprivation ranges from 3% among
clients served by Bancamia, in Colombia, to
56% among clients served by Microserfin,
in Panama. The breakdown shows the
deprivations in the countries where it is most
acute.

O 9 09 Deprivations in health insurance
Percentage of the client population

without Health insurance, by age group

FC - Peru

(0)
33% 2P 37% o704

0-18 18-29 30-39 40-49 50-59 60-69 >70

1.9%

MS - Panama

12.0%
7.0%

10 00/0 9 00/0
3.0%
1.0%

18-29 30-39 40-59 60-69 >70

AD - Dominican Rep.

5.8%
)
4.8% 2 50

18-29 30-39

2.7%

40 - 59

O 7%

60 - 69

0.2%

>70
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Access to Internet

19% of clients live in a household with no
access to Internet. As with health insurance,
the situation varies greatly across entities.
The proportion of clients experiencing this
deprivation ranges from 4% among clients
served by Fondo Esperanza, in Chile, to
25% among clients served by Bancamia,
in Colombia. The breakdown shows the
deprivations in the countries where it is most
acute.

" O Reasons for not having Internet access

Percentage of households

BA - Colombia

14.3%

5.4%
3.2%
1.9%
n n N
Cost No/poor No devices  Don't know how Security
coverage touse it & privacy
FC - Peru
8.8%
5.4% 5.5%
1.9%
0.6%
Cost No/poor No devices Don't know how Security
coverage touse it & privacy

0.1%

Other

MS - Panama

9%
6%
3%
n 10/0 10/0
Cost No/poor No devices Don't know how Security
coverage touse it & privacy
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Breakdown by microfinance institution

of Bancamia clients
Percentage of deprived households

" " Deprivation profile

® Bancamiaclients

@® National figures (2020)

50%
42%

26% 25%
20%
16% 14%
110/0 oo/ 0
10°/o 0 10% 704 8% 9%
8 an
School Years of Learrnng Health Access Sanitation Overcrowding  Housing Access
attendance schooling lag* insurance to water materials to Internet
Education \ Health \ Housing

*Note: identifies the indicators for which the deprivation cutoff used to assess deprivation among clients matches the deprivation cutoff
used by the national statistics body.

Deprivation profile
of Financiera Confianza clients

Percentage of deprived households

39%
29% 28%

18%

)
6% 4%
School Years of Learning Health Access Sanitation
attendance schooling lag insurance to water
Education \ Health

22%
13%

38%

Overcrowding Housing Access
materials to Internet
Housing

There are no national figures for Peru, because this country does not yet have a national MPI, and Panama, because the levels of deprivation, or headcount
rates not covered in the census, were not published.
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Deprivation profile of
Banco Adopem clients

Percentage of deprived households

13

® Banco Adopem clients
@ \ztional figures (2019)

65%

59%
54% 54%

28%
15%
7% i

44%

22%
18% 19% 18%

15%
9% 8% 10% 9%
O ﬂ i ﬂ
School Years of Learning Health Access Sanitation Overcrowding Housing Access
attendance schooling® lag insurance to water materials to Internet
Education | Health Housing

* Note: identifies the indicators for which the deprivation cutoff used to assess deprivation among clients matches the deprivation cutoff
used by the national statistics body.

" 4 Deprivation profile of
Fondo Esperanza clients

Percentage of deprived households

27%

4%
2°/o

25%

15%
8%
7%
5%
1 %

® rondo Esperanza clients

@® National figures (2020)

17%

10%

7%

5°/o 4% 5°/o

4°/o

School Years of Learmng Health Access Sanitation Overcrovvdmg Housing Access
attendance schooling® lag insurance® to water materials to Internet
Education \ Health \ Housing
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Deprivation profile of
Microserfin clients®

15

Percentage of deprived households

56%

34%

19%
7%
3% n
School Years of Learning Health Access
attendance schooling** lag insurance to water
Education \ Health

Most of the nine indicators used to capture
poverty among clients are also included in the
national MPIs of the countries where the mi-
crofinance institutions operate, although ra-
rely with exactly the same deprivation cutoffs.
This means that comparisons between the in-

29%

20%

8% 9%

Sanitation Overcrowding Housing Access
materials to Internet
\ Housing

cidence of deprivations reported here, and the
national figures must be interpreted carefully.
The figures below display the levels of depri-
vation among clients, next to the most recent-
ly published national figures, where these are
available.

9 Panama has not published the proportion of population deprived in each indicator, publishing only the proportion of population that is poor or underprivileged
in each indicator. Hence, we have not been able to compare our results with the national figures.

** |dentifies the indicators for which the deprivation cutoff used to assess deprivation among clients matches the deprivation cutoff used by the national statis-

tics body.

Years of educationis one of the mostimportant
iIssues at both national level and among Ban-
camia clients. In addition to years of schoo-
ling, the most common deprivations among
Bancamia clients are access to Internet, sani-
tation and access to water. The most common
deprivations suffered by Financiera Confianza
clients are sanitation, housing materials, years
of schooling, and health insurance.

The most prevalent deprivations among Ban-
co Adopem clients are years of schooling, ac-
cess to water, health insurance, and sanita-
tion. Data suggests that, of the nine indicators
considered in our study, the national figures
highlight the same three top deprivations,
although in different order: access to water,
years of schooling, and health insurance.

The deprivations most frequently suffered by
Fondo Esperanza clients are years of schoo-
ling, sanitation, health insurance, and over-

crowding. Data suggests that, with the excep-
tion of school attendance, the incidence of
deprivations among Fondo Esperanza clients
IS probably higher than among the Chilean po-
pulation'™.

The deprivations most prevalent among
Microserfin households are health insurance,
years of schooling, sanitation and access to
Internet.

Analyzing the incidence of deprivation indica-
tors alone does not enable us to identify those
clients who experience several deprivations
simultaneously and are, thus, in a more vulne-
rable situation. To do so, we move next to an
analysis of the MPI itself.

10©We cannot say this for sure because of the different deprivation cutoffs. However, since the cutoffs are relatively similar, we suspect that at least part of the
differences identified reflect the more vulnerable situation of Fondo Esperanza clients.
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‘ M P ‘ " 6 IMPI, Incidence and Intensity

The rate of multidimensional poverty

all | O
amongourcientsis 247033 e e o e 058

IPM

indice Interno de Pobreza
Multidimensional

IMPI 0.099 0.095 0.103
: . : L : Incid H% 24.2% 23.3% 25.2%
Clients living in multidimensional netaence (1Y)
- - - I ity (A% 41.0% 40.6% 41.5%
hoverty suffer deprivations in 41% ntensity (A7)

of our indicators,,

The incidence of multidimensional poverty error, we can say with 95% of confidence that
among clients served by the BBVAMF's mi- the true proportion of clients living in a house-
crofinance institutions, according to country- hold in multidimensional poverty lies between

specific definitions, is 24.2%. When we take 23.3% and 25.2%.
iInto consideration this estimate’s margin of
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Households living in multidimensional pover-
ty are, on average, deprived in 41.0% of the in-
dicators (equivalent to 3.7 of the 9 indicators).
The true value of the intensity of poverty lies
between 40.6% and 41.5%, with a confidence
of 95%.

The IMPI has a value of 0.099, which means
that BBVAMF's clients experience 9.9% of the

total deprivations that would be experienced
if all clients were deprived in all indicators. The
true IMPI value lies between 0.095 and 0.103
with 95% of confidence.

The good news is that more than half of poor
clients only have three deprivations, which
means they only need to overcome one depri-
vation to escape poverty.

Over half of poor households suffer

~

only three types of deprivation, so

‘hey need to overcome just one of
them to escape poverty 59

" 7 Distribution of the intensity
of poverty

6 deprivations

/-8 deprivations

4% o

5 deprivations

13%

3 deprivations

54%

4 deprivations

23%
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Breakdown of Poverty
by Indicator

We shall now turn to the percentage of cli-
ents’ households that are poor and deprived
in each indicator. 18% of clients are poor and
deprived in years of schooling, 14% are poor
and deprived in sanitation, 13% are poor and
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deprived in housing materials, and 12% are
poor and deprived in access to water. In terms
of relative contribution to MPI, the health di-
mension contributes 39% of the MPI.
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" Percentage of households poor
and deprived in each indicator

Percentage of households poor and deprived

18%

4%
School Years of Learning
attendance schooling lag

Education

14%

12%
9%

Health Access Sanitation
Insurance to water
Health

IMPI-FUN

7%

Overcrowding

13%

Housing
materials

Housing

11%

Access
to Internet

19

Relative contribution of each

indicator to the IMPI

13%

14%

7%

15%

14%

10%

4%
20%

3%

Access to Internet
Housing materials
Overcrowding
@ Sanitation
@ Accesstowater
@ Health insurance
@® Lcamninglag
@ Vears of schooling

@ School attendance
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Financiera Confianza and Banco
Adopem serve 65% of the Group's poor
clients, and a third of their clients live

N multidimensional poverty,,

Multidimensional
Poverty by Microfinance
Entity

% of clients
in poverty

Incidence
(7))

Intensity % of

Index (A,%) clients

Country

It is important to bear in mind that as poverty
was measured based on country-specific de-
privation thresholds, the entities’ poverty figu-
res are not strictly comparable. These figures
are presented here to provide an insight into
the particular situation of each entity’s clients.

At least a third of Financiera Confianza and
Banco Adopem clients are living in multidi-
mensional poverty. These two entities repre-
sent 47% of the client portfolio but serve 65%
of clients in poverty.

The estimates suggest Fondo Esperanza cli-
ents experience a relatively low level of multi-
dimensional poverty. However, it is important
to acknowledge that in Chile’s socio-econom-
iIc context, our measure of multidimensional
poverty is probably identifying only those indi-
viduals living in a situation of extreme poverty,
experiencing severe deprivations. |n order to
build a measure that would allow us to better
discriminate between poor and non-poor in
Chile, we would probably have to cover other
dimensions of poverty, such as Employment™.

" Of the five dimensions included in Chile’s national MPI, the "Employment and Social Security’ dimension is the one that most contributes to poverty, 31.0%
in 2015 and 31.1% in 2017. Of the 11 MPI indicators tracked by CASEN during the pandemic in 2020, the three indicators of this dimension, Employment, Social
Security and Retirement, recorded the highest levels of deprivation, only surpassed by deprivation in years of schooling.

Cartera de clientes

Bancamia

Financiera
Confianza

Banco
Adopem

Fondo
Esperanza

Microserfin

Colombia

Peru

Dominican
Rep.

Chile

Panama

Samplesize  IMPI
8,939 0.099
4,760 0.071
2,271 0.137
1,020 0.143

526 0.035
362 0.117

24.2%

17.5%

32.7%

35.1%

9.1%

29.0%

41.0%

40.4%

42.0%

40.8%

38.4%

40.2%

38.7%

28.5%

18.2%

12.5%

2.1%

28.0%

38.4%

26.4%

4.7%

2.5%

131



SOCIAL PERFORMANCE REPORT 2021 / Multidimensional poverty / IMPI-FUN S

The health dimension is the biggest con-
tributor to poverty across all entities, except

2 " Relative contribution of each
dimension to the IMPI

® Housing for Bancamia. This dimension accounts for
® Health more than 50% of poverty among Microserfin
@ Cducation clients.

Total Bancamia Financiera Banco Fondo Microserfin
Confianza Adopem Esperanza
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Characteristics
Of pOOr housenolds

Theresults show that, across all entities, house-
holds in poverty, on average, have more peo-
ple, have children and have a lower per capita
household income. In the case of clients from
Bancamia, Financiera Confianza and Banco
Adopem, poor clients are also more likely to
live in rural areas.

4 in every 10 poor

Another important element of vulnerability is
the number of unforeseen events - “shocks” -
that they face. Clients were asked if they had
encountered any unforeseen event and the
data also shows that households suffering a
shock tend to experience higher levels of pov-
erty. The percentage of households that experi-
ence some type of shock varies between 37.6%
(Bancamia) and 47.7% (Fondo Esperanza).

nouseholds

experience a SNOCK gy
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Household characteristics

Bancamia

Characteristics of poor
and non-poor households

Financiera Confianza

/  Multidimensional poverty / Characteristics of poor households

Banco Adopem

Fondo Esperanza

Microserfin

Non-poor Poor Diff.? Non-poor Poor Diff.? Non-poor Poor Diff.? Non-poor Poor Diff.? Non-poor Poor Diff.?

Number of members 3.2 4.1 FEX 3.1 4.0 FRX 3.1 3.6 FRX 3.6 5.3 FEX 2.3 4.0 FRX
With children 40% 65% FHr* 42% 58% xR X 52% 62% FH* 63% 75% * 36% 54% xR X
With school-age children 35% 58% FHrH* 35% 50% xHx 42% 56% xr* 58% 71% * 31% 46% xx
Number of children 0.6 1.2 FHr* 0.7 1.1 xR* 0.9 1.2 xR* 1.1 1.9 wHr* 0.6 1.2 xRH
gg(': :;:;’i" member 21% 17% *ex 14% 14% 13% 11% 17% 27% * 18% 15%

Living in urban area 63% 32% FrH 72% 60% xrx 60% 52% xR * 86% 92% 57% 54%

Income per capita @ 836,141 475,861 wrH 1473 962 xR* 28448 21,057 xR* 511,616 = 327504 wrE 482 297 xR*

***Note: the difference is statistically significant at the level of 1%; ** significant at 5%, * significant at 10%. (1) Income per capita in local currency.
The table compares households in and not in poverty, by entity. For each characteristic, the table reports the average among non-poor households and poor households,

and whether the difference between the two is statistically significant.

23

Household characteristics

Shocks in poor and
non-poor households

Bancamia

Financiera Confianza

Banco Adopem

Fondo Esperanza

Microserfin

Shock Non-shock Shock Non-shock Shock Non-shock Shock Non-shock Shock Non-shock
IMPI 0.097 0.055 0.153 0.124 0.173 0.122 0.041 0.029 0.124 0.112
Incidence (H%) 23.7% 13.8% 35.7% 29.9% 41.8% 30.3% 10.8% 7.6% 31.5% 274%
Intensity (A%) 40.7% 40.1% 42.7% 41.3% 41.3% 40.4% 38.3% 38.6% 39.5% 40.7%
Sample size 1,791 2,969 1,077 1,194 426 594 251 275 143 219
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Multidimensional
poverty and monetary

poverty

To compare multidimensional with monetary
poverty, we took two approaches. One was
based ontheclient’'s reported business surplus,
which we will refer to as “monetary poverty”'?;
the other was based on the client’'s perception
about whether his/her household income is
sufficient to meet the household's basic needs,
which we will call “subjective poverty”. The main
concepts relating to monetary poverty used in
this section are defined below.

Monetary Poverty

The BBVA Microfinance Foundation (BBVAMF)
classifies all its clients as extremely poor, poor,

vulnerable, or other, based on their reported
business surplus for each family member and
the national poverty line. In this study, a client
was considered monetarily poor it BBVAMF
classified him/her as poor or extremely poor. To
reduce the bias resulting from defining poverty
based on the client’'s business income rather
than the household income, this variable was
not defined for those clients who reported that
their business income represented fewer than
50% of their household income. Thus, the anal-
ysis of monetary poverty should be interpreted
carefully in Chile and Panama, as it might not
be representative of the full client sample'™.

12 Given that BBVAMF's microfinance institutions mainly fund entrepreneurs, their business surplus, in most cases, is the main source of household income.
Nevertheless, this question was considered in the survey and a filter used to ensure this was the case when comparing monetary vs. multidimensional poverty

(see below).

13 |f clients whose business income represents fewer than 50% of the household income are different from clients whose business income represents at least
50% of the household income, the monetary poverty statistics reported here will be biased. For reference, the share of clients whose business income repre-
sents fewer than 50% of the household income are: 14% for Bancamia, 12% for Financiera Confianza, 22% for Banco Adopem, 31% for Fondo Esperanza and

15% for Microserfin.

Subjective Poverty

A client was considered subjectively poor if
he/she reported a household income lower
than the household income they stated their
household needed to meet its basic needs™.

Subjective Poverty Gap

This is the absolute value of the normalized
gap between the reported household income
and the reported income required to satis-
fy basic needs [(household income - Income
needed) / Income needed]. This variable is
only defined for clients in subjective poverty.

Subjective Vulnerability

A client was considered subjectively vulnerable
if he/she reported that his/her household in-
come was higher than the income required to
meet basic needs, but lower than the income
needed for the household to be able to cope
with unexpected expenses (e.g. car repair, new
fridge)™.

' This variable was calculated comparing clients’ responses to questions:

- “Can you tell us your household'’s average monthly income over the last three months?”, and
- “What monthly income does your household need in order to meet its basic needs?”

15 This variable was calculated comparing clients’ responses to questions:

- “Can you tell us your household'’s average monthly income over the last three months?”, and
- “What amount of monthly household income would be enough to make you feel “comfortable”?”
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24

For Bancamia and Fondo Esperanza, the sha-
re of clients in monetary poverty is higher than
the share of clients in multidimensional po-

noted there is a relatively small overlap be-
tween clients in monetary poverty and clients
in multidimensional poverty. This suggests

Measurements

Multidimensional

Bancamia

Incidence of poverty based
on different measures

Financiera
Confianza

Fondo
Esperanza

Microserfin

verty. The opposite is true for the other three that the two measures capture different phe- Poverty Rate 17.5% 32.7% 35.1% 9.1% 29.0%
entities. Across all entities, the vast majority nomena and that targeting programs based Monetary Poverty
of clients perceive themselves as living in mo- only on the BBVAMF's monetary measure will Rate ® 32.9% 25.5% 20.7% 50.7% 16.8%
netary poverty. The percentage of clients in omit an important share of clients who are in —
subjective poverty ranges from 64% for Ban- multidimensional but not monetary poverty. gg\?éﬁftll‘gte 96.6% 86.4% 64 4% 79 8% 84.0%
co Adopem to 97% for Bancamia. It should be y
Subjective
Vulnerability 1.7% 7.3% 10.7% 12.5% 4.7%
Rate
Average
Subjective 32.5% 28.4% 32.5% 28.0% 36.0%
Poverty Gap
of clients in monetary
& multidimensional 6.7% 11.0% 3.8% 4.4% 7.8%

poverty

The data suggest that the
multiaimensional poverty measurement
S highly complementary to monetary
aoverty,,

(1) Note: These figures were estimated based on the sample of clients who reported that their business surplus
represents at least 50% of the household's income.
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When we examine the level of multidimen-
sional poverty among clients in the different
monetary categories —extremely poor, poor,
vulnerable, and other— we also find evidence
that multidimensional poverty tends to be
higher among households classified as poor
and extremely poor than among vulnerable
and other households.

20

IMPI by monetary
poverty category

Bancamia

0.105
0.082
0.064
i 0.045

Ext. poor Poor Vulnerability Other

Financiera Confianza

0.117 0.182
0.132
. i 0.103

Ext. poor Poor Vulnerability Other

Banco Adopem

0.185
0.156
i I 0.141

Ext. poor Poor Vulnerability Other
Microserfin
0.217
0.162
0.095
ﬁ 0.057

Ext. poor Poor Vulnerability Other
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How to reduce

poverty’?

Proposing a strategy to reduce multidimen-
sional poverty among the microfinance enti-
ties’ clients goes beyond the scope of this re-
port. Such endeavor requires a much deeper
analysis of the context and type of programs
available or within the entities’ sphere of in-
fluence. Nevertheless, this section provides
a simulation of the impact on the aggregated
multidimensional poverty figures of a set of in-
terventions implemented separately by each
entity, targeting specific deprivations, under
perfect (unrealistic) conditions. The purpose
of this exercise is to give a very rough bench-
mark of the magnitude of change that could
be achieved in a perfect scenario.

Each entity ranked the nine deprivations in
terms of the entity’s ability to support clients
overcoming them, from the easiest or most
accessible to the hardest or least accessi-
ble. Then, for each entity we defined the se-
quence of deprivations to be tackled based
on this ranking, putting them in order of the
indicators that most contribute to poverty,
as well as specific concerns relating to some
deprivations.

This exercise assumes:

/ Interventions/solutions are
implemented in a sequential ana
synchronized manner'®

/ BEach intervention is offered by the
entity to all poor households deprived
N the indicator targeted by that
iIntervention

/ Interventions are 100% effective,
which means that all households
and individuals that are offered

an intervention overcome their
deprivation in the indicator targeted
by that intervention

'® This means all entities implement their first intervention at the same time and the impact of that intervention
is felt over the same time horizon. Then they all implement their second intervention, and the impact of that
intervention is felt over the same time horizon. And so on.
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2 Sequence of deprivations
to target by entity

According to the sequences proposed, sani-
tation is the first or second deprivation to be
tackled for all entities. Although the depriva-
tion in years of schooling is the biggest con-
tributor to poverty among clients, this exer-

Bancamia Financiera Confianza Banco Adopem Fondo Esperanza Microserfin

cise only includes it in the sequence for Fondo 1 Sanitation Housing materials Health insurance Sanitation Health insurance
Esperanza because JFhIS IS d d.lf'fICL.Jlt dgprlva— 2 Access to Internet Sanitation Sanitation Health insurance Sanitation
tion to solve. It requires a major time invest-
ment which deprived individuals, especially 3 Housing materials Access to Internet Housing materials Overcrowding Access to Internet
older adults, might sometimes not be willing
to make. 4. Access to water Health insurance Access to water Years of schooling Access to water

2 8 Estimated impact of Microserfin

interventions on incidence ® Fondo Esperanza

@® Banco Adopem

2 6 Simulated impact of
interventions

} @ Financiera Confianza
) . @ Bancamia
Sample size IMPI Inflilc’l;:; € In(t:’r(:zl)t Y °
Base Line 0.099 24.2% 41.0%

After Phase 1 0.065 16.8% 38.9% 9
After Phase 2 0.041 11.2% 36.7% 0
After Phase 3 0.022 6.3% 35.8% 2 9
After Phase 4 0.009 2.5% 34.3% ’ : ti

Base Line

After Phase 1

After Phase 2

After Phase 3

After Phase 4
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This study broadens our understanding of the
conditions in which our entrepreneurs live. We
have learnt that clients show relatively high
levels of deprivation in some indicators that
are very actionable, such as sanitation, hous-
ing materials and health insurance. We have
also learned how complementary (and neces-
sary) this information is to better respond to
vulnerability in various dimensions. Finally, we
now understand that supporting our clients
to improve their living standards will require
working in partnership with other stakehold-
ers, including national governments. It will be
an effort for many and an opportunity for all.
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Methodological

note

This note briefly describes the methodology
used to calculate multidimensional poverty!
among BBVAMF microfinance institutions’
clients.

The IMPI used in this study consists of nine
indicators grouped into three dimensions, Ed-
ucation, Health and Housing. The deprivation
cutoffs are country-specific, so each entity is
able to adequately identify the most vulner-
able clients in its own portfolio. The selection
of these cutoffs was informed by the depri-
vation cutoffs in the national measurements
(where these exist), the survey results and
the microfinance entity’'s local knowledge.

The definitions of the cutoffs used for each
entity are presented at the end of this note.
Table 29 shows that for most indicators there
are some deprivation cutoffs that are com-
mon across entities.

Each dimension is equally weighted and each
indicator within each dimension is also equal-
ly weighted. As the three dimensions nest
three indicators each, all indicators have equal
weights (1/9). The poverty cutoff is 33.33%,
which means that a client is identified as poor
if he or she lives in a household deprived in at
least one third of the indicators.

7 The MPl is constructed based on the Alkire-Foster multidimensional poverty measurement method. For a detailed explanation of the methodology see Alkire,
S., Foster, J. E., Seth, S., Santos, M. E., Roche, J. M., and Ballon, P. (2015). Multidimensional Poverty Measurement and Analysis, Oxford: Oxford University Press.

All chapters available at https://ophi.org.uk/publications/ophi-working-papers/.

2 9 Overlap between deprivation cutoffs
selected by different entities

Indicator Bancamia Finar!ciera EEIIEE i Microserfin
Confianza Adopem Esperanza

attse(;nhdc:::ce A A e A A

et XX ;
Learning lag X X X
Health insurance X X X

Access to water X X X X
Sanitation X X X X

Overcrowding X X X
o X X

Internet access X X X X X

Note: For each type of indicator, x and y identify the entities that used the same deprivation cutoff. For example, in the case of
the schooling gap, Banco Adopem, Financiera Confianza and Fondo Esperanza used one deprivation cutoff, while Bancamia and
Microserfin used another. Regarding housing materials, each entity used a different deprivation cutoff, except for Financiera
Confianza and Fondo Esperanza, which used the same one.
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This IMPI, like most existing ones, identifies
poverty at the household rather than at the in-
dividual level. This implies that a client is clas-
sified as poor depending not only on his/her
achievements, but also on the achievements
of the other members of his/her household.
We opted for focusing on the household be-
cause most clients do not live alone, sharing
resources and responsibilities with the people
with whom they live.

The computation of an MPl involves two steps:
(1) identifying who lives in poverty, and (2) ag-
gregating the data onindividuals’ deprivations
and poverty status into meaningful summa-
rized measures.

ldentification

First, by applying the indicators’ definitions
to the information provided by the client, we
identify the specific deprivations of each cli-
ent. Second, for each client we add up his/
her weighted deprivations, obtaining the cli-
ent’s deprivation score. By definition, this de-
privation score varies between zero, for those
clients who live in a household with no depri-
vations, and 100%, for those clients who live
iIn households deprived in all nine indicators.

Third, we identify as poor those clients whose
deprivation score is equal or higher than the
33.33% poverty cutoff.

Aggregation

Information is summarized in three main in-
dices.

/ Headcount ratio or incidence (H): the per-
centage of clients identified as poor.

/ Intensity of poverty (A): the average share of
deprivations experienced by poor clients; this
corresponds to the average deprivation score
across clients identified as living in poverty.

/ IMPI or adjusted headcount ratio: the inci-
dence adjusted by the intensity of poverty;
corresponds to the product of incidence by
intensity. The MPI ranges from zero to one,
with higher values meaning higher levels of
poverty. This index is sensitive to movements
in and out of poverty, captured by changes in
incidence, as well as to changes in the num-
ber of deprivations experienced by the poor,
captured by changes in intensity. The IMPI is
estimated based on survey data collected by
the five entities between October and Novem-
ber 2021. This survey collected data on 9,102
clients. After removing clients with missing

'8 We adopted the term “family member” for the sake of simplicity. Strictly speaking, people who share a home may not be relatives.

responses, the study ended up with an es-
timation sample of 8,939 clients. Table M.2
presents the sample size by entity. The sur-
vey collected information about the client, the
other members of his/her household (who we
refer to as “family members”'®) and the char-
acteristics of his/her dwelling.

3 O Sample size by entity

N° clients N° clients % of clients

completed included in dropped from

questionnaire IMPI sample IMPI sample
Bancamia 4767 4,760 0.1%
Financiera Confianza 2,354 2,271 3.5%
Banco Adopem 1,078 1,020 54%
Fondo Esperanza 537 526 2.0%
Microserfin 366 362 1.1%
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Definitions of indicators used
for Bancamia, Colombia

3]

Education

Indicator

Health

Private households if...

Indicator

Housing

Private households if...

Health
insurance

Any family member without private health insurance for any reason
other than ‘does not consider it necessary’.

Overcrowding

Urban area: number of people per bedroom is 3 or higher;

Rural area: number of people per bedroom is higher than 3.

Indicator Private households if...
School . :
Any family member between 5 and 17 not attending school.
attendance
Any family member, 18 or older, not attending special education,
who did not complete the minimum years of schooling for their age
Years of group:
schooling « 18 to 24: fewer than 12 years of schooling;
o 25 to 34:fewer than 9 years of schooling; &
« 35 to 64: fewer than 6 years of schooling.
Learning Any family member between 7 and 17 attending school who has
lag repeated a year once or more.

Access to
water

Urban area: water source other than piped, in-dwelling.

Rural area: source of water other than:
o piped, in-dwelling

« piped, outside home but on own land
« shared standpipe

o well with pump

« covered well

Sanitation

Toilet is shared with other households; or

Urban area: toilet is connected neither to sewage system norto a
septic tank.

Rural area: toilet is connected neither to sewage system, norto a
septic tank; nor is it a latrine connected to a septic tank.

Housing
materials

Urban area: the home has:

« Floor of beaten earth, sand, scrap material, reeds, palm wood,
or rough wood; or

« Roof of scrap materials, palm wood, straw or branches,
bamboo or cane, plywood, matting, reeds, or cane/matting
with mud or cement tiling; or

« Walls of rough wood, straw, palm, bamboo, cane, thorny
bamboo, metal or zinc sheeting, scrap materials, or without
walls; or

Rural area: the home has:

« Floors of beaten earth, sand or scrap materials; or

« Roof of scrap materials, palm, straw or branches, bamboo or
cane, plywood, matting, reed, or cane/matting with mud or
cement tiling; or

« *Walls of straw, palm, bamboo, cane, thorny bamboo,
matting, metal or zinc sheeting, scrap materials, or no walls.

Internet
access

Home has no Internet access for any reason other than ‘does not
consider it necessary".
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Indicator

Definitions of indicators used
for Financiera Confianza, Peru

Education

Private households if...

Indicator

/  Multidimensional poverty / Methodological note

Health

Private households if...

Indicator

Overcrowding

Housing

Private households if...

There are 3 or more people to a bedroom.

School Any family member between 5 and 17 not attending school.
attendance
Any family member, 18 or older, not attending special education,
who did not complete the minimum years of schooling for their age
Years of group:
schooling « 18 to 24: fewer than 12 years of schooling;
o 25 to 34:fewer than 9 years of schooling; &
« 35 to 64: fewer than 6 years of schooling.
Learning Any family member between 7 and 17 attending school who has
lag repeated a year twice or more.

Health Any family member not affiliated to any health system and without
insurance health insurance.
Urban area: water source other than piped, in-dwelling.
Rural area: source of water other than:
Access to o piped, in-dwelling
water « piped, outside home but on own land
« shared standpipe
o well with pump
« covered well
Toilet is shared with other households; or
Urban area: toilet is connected neither to sewage system norto a
Sanitation septic tank .

Rural area: toilet is connected neither to sewage system, norto a
septic tank; nor is it a latrine connected to a septic tank.

The home has:

« Floor of beaten earth, sand, scrap material, rough wood, cane,
palm wood; or

« Roof of scrap materials, palm wood, straw or branches,
bamboo or cane, plywood, matting, reeds, or cane/matting
with mud or cement tiling; or

Housin
materiailgs Walls of:

« Urban area: rough wood, straw, palm, bamboo, cane, thorny
bamboo, matting, metal or zinc sheeting, scrap materials, or
without walls; or
Rural area: straw, palm, bamboo, cane, thorny bamboo,
matting, metal or zinc sheeting, scrap materials, or without
walls.

Internet Home has no Internet access for any reason other than ‘does not
access consider it necessary".
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33

Definitions of indicators used for
Banco Adopem, Dominican Republic

Education

Health

Housing

Indicator Private households if... Indicator Private households if... Indicator Private households if...
School Any family member between 5 and 17 not attending school. . Health Ahy family member not affiliated to any health system and without Overcrowding There are 3 or more people to a bedroom.
attendance insurance private health insurance.
Any family member, 18 or older, not attending special education, The home has:
who did not complete the minimum years of schooling for their age Access to - Floor of beaten earth, sand, scrap material, rough wood, cane
group: water Source of water other than piped, in-dwelling. or palm:
- 18 to 29: did not complete second cycle of secondary education Housing « Roof of scrap materials, palm, straw or branches, bamboo or
(3rd and 4th year of high school, 11 years of schooling); materials cane, plywood, matting, reeds, or cane or matting with mud or
Years of 30 to 39: did not complgte the first cycle of secondary Toilet is shared with other households: or cement tiling; |
schoolin education (2nd year of high school, 10 years of schooling); « PWalls of scrap materials, straw, palm, bamboo, cane,
g 40 to 59: did not complete obligatory primary education (8 Urban area: toilet is connected neither to sewage system nor to a matting, metal or zinc sheeting, rough wood, or without walls.
years of schooling); . . . Sanitation | septic tank.
60 to 69: did not complete the first cycle of primary education
(4 years of schooling), and Rural area: toilet is connected neither to sewage system, nor to a Internet Home has no Internet access for any reason other than ‘does not
70 or older: nnever went to school. septic tank: nor is it a latrine connected to a septic tank. access consider it necessary".
Learning Any family member between 7 and 17 attending school who has
lag repeated a year twice or more.
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3 4 Definicidon de indicadores utilizados
para Fondo Esperanza, Chile

Education Health

Housing

Indicator Private households if... Indicator Private households if... Indicator Private households if...
School Any family member between 5 and 17 not attending school. . Health Ahy family member not affiliated to any health system and without Overcrowding There are 2.5 or more people to a bedroom.
attendance insurance private health insurance.
« Any family member 18 or over not in special education who did Urban area: water source other than piped, in-dwelling. The home has:
not complete the minimum number of years of schooling as set - Floor of beaten earth, sand, scrap material, rough wood, cane,
Years of by law .(according to their age): Rural area: source of water other than: palm; ‘
hooling « Bornsince 1985: 12 years Access to « piped,in-dwelling « Roof of scrap matenals, palm, straw, branphes, bamboo, cane,
s¢ « Bornbetween 1953 and 1984: 8 years water « piped, outside home but on own land plywood, matting, reeds, or cane/reeds with mud/cement
« Bornbetween 1918 and 1952: 6 years . shared standpipe tiling;
- Born before 1918: 4 years « well with pump Housing
« covered well materials Walls of:
« Urban area: rough wood, straw, palm, bamboo, cane, thorny
Learning Any family member between 7 and 17 attending school who has Toilet is shared with other households; or bamboo, matting, metal or zinc sheeting, scrap materials, or
lag repeated a year twice or more. without walls; o
Urban area: toilet is connected neither to sewage system nor to a « Rural area: straw, palm, bamboo, cane, thorny bamboo, matting,
Sanitation septic tank. metal or zinc sheeting, scrap materials, or without walls.
Rural area: toilet is connected neither to sewage system, norto a
septic tank; nor is it a latrine connected to a septic tank.
Internet Home has no Internet access for any reason other than ‘does not
access consider it necessary"
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Indicator

Education

Private households if...

Definitions of indicators used for Microserfin,
Panama

Indicator

/  Multidimensional poverty / Methodological note

Health

Private households if...

Indicator

Overcrowding

Housing

Private households if...

There are 3 or more people to a bedroom.

School Algun miembro del hogar con edad entre
attendance 5y 17 afios no asiste a la escuela.
Any family member 18 or over not attending special education who
did not complete the minimum number of years of schooling for
Years of their age:
schooling « 18 to 24: fewer than 12 years of schooling;
o 25 to 34:fewer than 9 years of schooling; &
« 35 to 64: fewer than 6 years of schooling.
Learning Any family member between 7 and 17 attending school who has
lag repeated a year once or more.

Health Any family member without private health insurance for any reason
insurance other than ‘does not consider it necessary-
Urban area: water source other than piped, in-dwelling
Rural area: source of water other than:
Access to o piped, in-dwelling
water « piped, outside home but on own land
« shared standpipe
o well with pump
« covered well
Urban area: toilet is connected neither to sewage system nor to a
septic tank; or toilet is shared with other households;
Sanitation

Rural area: no toilet, or the toilet or latrine is not connected to
sewage system or septic tank, or the latrine is connected to the
sewage system or septic tank but shared with other households.

Urban area: the home has

. walls of wood, quincha (wood & mud), metal, palm, straw or
branches, cane or bamboo, scrap materials, or without walls; or

« roof of wood, palm, straw, branches or scrap materials; or

Housing « floor of wood, earth or similar materials.
materials Rural area: the home has
« walls of metal, palm, straw, branches, cane or bamboo, other
scrap materials or without walls; or
« roofs of wood, palm, straw, branches or scrap materials; or
« floors of beaten earth or scrap materials.
Internet Home has no Internet access for any reason other than ‘does not
access consider it necessary".
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