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Executive summary

BBVA Microfinance Foundation (BBVAMF or the
Foundation) —a non-profit institution created
within the corporate social responsibility framework
of Banco Bilbao Vizcaya Argentaria, S.A. (BBVA)—
s the majority shareholder of six microfinance
Institutions across five countries.

Scale and reach

Clients

% o/total

00 00 O

ATIAN,

Displaced people & migrants Dominican
They are united by a shared purpose: the Republic
sustainable development of vulnerable Banco
entrepreneurs through productive finance. Their Adopem 381,746 _15% om
methodology is based on knowledge of individual
microentrepreneurs and their needs. This enables Panama
them to support their clients financially so that they Microserfin 14,468 1% 4,
generate sustainable economic surpluses over time, Colombia
enabling them to improve their fmanmal health Bancamia 1422185 _54% .
and wellbeing, as well as that of their families and
communities. Peru
Financiera
The commitment to the client’'s optimal (financial) Confianza 683,166 _ 26%
lifecycle is reinforced by the social impact produced.
The impact measuring system is transversal, so
proposals can be looped back and the Group'’s
activity aligned to the maximum with its mission
to promote the sustainable economic and social Chile
progress of vulnerable entrepreneurs. Fondo
Esperanza 106,583 __ 4% s
Emprende
Microfinanzas 3,996

2,012,144

Total clients

® Fundacion
ll l BBV/\ Microfinanzas

BBVAMF is the majority shareholder
in these six microfinance institutions
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Including vulnerable populations financially

Macroeconomic context

Impact on entrepreneurs

Our response . ) ) _
to COVID-19 Serving vulnerable entrepreneurs Encouraging inclusion

Speeding up digitalization

Women's empOWELEE, In the economic sphere In the social sphere

Environment

Displaced people & migrants 19%

Banked in 2020

00 81 0/ 50% 0O 600 O $ 330/0
o DR 0 /o 32%
QWIRW Vulnerable + poor: l Q Women % Rural eﬂtl’epl’eﬂeu 'S
Total clients generating
incomes less than 3 x
their country’s monetary

poverty line

0
m 13% &2 20%
|| Older || Young
(>60vy.0.) (<30y.0.)

m Migrants & refugees
2 44,144

00
38% °W|3 -
Primary education | w e ntl’e p reneurs

at best

00
oﬂgo 31% l
Ql W Clients generating income

below the poverty line

10%

B Ext. poor W Poor B Vulnerable B Others
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Towards sustainable multidimensional development

Protecting their financial health

Savings clients

2,399,909 clients
+22% from 2019

N° people receiving
financial education

401,648

@)

0000 O

AT{AN,

Tracking their progress

52% of entrepreneurs
raise their income

64% of entrepreneurs
take out more than 3 loans

16% of entrepreneurs
employ others in
their businesses

Backing welfare and the environment

48,536 clients

take out products to upgrade
their homes & sanitation

82,069 clients

take out healthcare &
medical attention insurance

2,993 clients

take out educational loans
for their children

2,023 clients

take out green loans

4.473 clients

have climate-change insurance
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With solvent and responsible microfinance institutions

Robust financial figures

Gross portfolio

€ 980 M +3%

Average loan

€ 1,235 +10%

Diverse alternative channels

Non-indep.
" il; I‘ 583 branches p
& express offices

643 own

banking agents

Total disbursal

€944 M —30%

Client funds
€635 M +25%

< 71 49,185

transaction

K\ points

0
(-

N 189,835

registered users

on the mobile app

Diverse employee base

O 7609 BBVAMF
ﬂ employees
O 30%

Female
directors

Entities

A48%

Caring for the environment

Carbon footprint
201 2,462 96
t CO2eq t CO2eq t CO2eq
—62% AAR —19% AAR -90% AAR
Scope 1 Scope 2 Scope 3
= < S
B B A
Land-based Electrical Air

fuel & transport energy travel

2,759 t CO2eq

|

0.34 t CO2eq

per employee

|
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o With independent & equitable corporate governance

Our response
to COVID-19 Independence

Speeding up digitalization

Women's empowerment BBVAMF Bancamia Financiera Confianza Banco Adopem Microserfin Fondo Esperanza
| Board of Trustees Board Board Board Board Board
Displaced people & migrants Non-indep. Independent
500/0 500/0 Non-indep. Independent Non-indep. Independent Non-indep. Independent Non-indep. Independent Non-indep. Independent
14% 86% : 86% : 63% 40% 60% 29%
Diversity
BBVAMF Bancamia Financiera Confianza Banco Adopem Microserfin Fondo Esperanza
Board of Trustees Board Board Board Board Board
Women Men
63% 370/0 Women Men Women Men Women Men Women Men Women Men

43%

57% 43%OS7% 38%O62% 20% 80% -
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An unprecedented economic and social reverse

In 2020, the covID-19 pandemic affected the entire
planet, accounting for around 10,500 cases and
225 deaths for every million people.

This has posed huge challenges for healthcare
systems, in both developed countries and emerging
economies. To tackle the virus and minimize the
speed of its spread, mobility restrictions were
adopted, and a multitude of economic activities
were locked down, which had a seriously prejudicial
effect on the earnings capacity of many low-income
people and those in vulnerability across the world.

The countries where we operate have been at the
epicenter of the epidemic. It has manifested itself
In the harshest terms, revealing the vulnerability
suffered by most of the population in our footprint.
It is hard to control mobility in surroundings where
urban settlements live in precarious conditions,
with high population densities and informal
employment. This has been a catalyst in spreading
infection, causing greater stoppages to economic
activity, which not only has not succeeded in
slowing the virus, but has increased poverty levels
and inequality, widening the gender gap, since it has
had more impact on activities traditionally done by
women.

The immediate response to the pandemic, both in . o
scale and reach, was unprecedented. Governments [0 tackle the fall in activity and the

adopted a series of monetary and fiscal measures - -

to mitigate this deep impact, while the private sector baCkWard steps n We/lbglng, t_he

has also set in place a range of actions with the creation of small enterprises, in
which access to finance is key, was

same purpose. Even so, these countries as a whole
have suffered their sharpest fall in economic activity ‘ _
and the greatest reverse in welfare in recent history. Se€e€ll ds 4 potent/al solution

Increased

unemployment Individual Requires
Initiative as access to
a driver the finance
of change: channel:

High levels of Microenterprises  Microfinance

informal working
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Impact of COVID-19 on the economy of our footprint

Real GDP growth

Variation

3.8%

When the restrictions on mobility
disappear and the currently
hidden unemployment becomes
apparent, the informal sector may
return to being the labor market's
shock absorber

. 7;7-9% Unemployment
o % of the economically active population
2018 2019 202!

W Footprint M Latam
13.7%

The slump in activity has been

so extreme that incomes per

person have fallen to their levels c o 1A%
0%

of / years ago

Total

W 2018 m 2019 W 2020

Monetary poverty % of companies at risk of closing

Variation permanently due to the crisis
29.7%
m O0.8% I
0
248y 22-2% S I
9.3%
23.4%
S
I~
(anl)
o
2018 2019 2020 Large Medium Small Microenterprises

5.7 M people fell into poverty
in 2020. Due to the combined
effect of the measures adopted,
a further 4.9 M avoided doing
so, in the short term

Microenterprises have suffered

the most, experiencing greater
difficulties with remote working and
In adapting & implementing health
protection measures
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Impact of COVID-19 among our microentrepreneurs

Entrepreneurs with active businesses
April-November 2020

88%

86%
83% 83% (o)
o o o O 849%
o
72%
50% o
o ’ 59% O 53%
o (o] o
449 440
40% ’
5% 4% 5 7%
%
O O (@) O go O 4%
Colombia Peru Dominican Panama Chile Total
Republic
o April/July o November O Permanently closed

The impact of the crisis has been significant,

both for microenterprises and in their households,

which has confirmed their financial fragility.

The situation has been particularly difficult in
Colombia, Dominican Republic and Panama while
less so in Peru and Chile.

In terms of businesses, /3% of clients have seen
their incomes shrink, while for 3/%, these have
been cut to less than half, compared to an overall
fall of GDP across our footprint of 8.7% in 2020.

Half of our clients” households have been left unable
to save at all, although this effect softened from July
to November (in Peru it improved by 15 p.p. and in
Dominican Republic by 12 p.p.). These figures reveal
the sharp impact of the pandemic on household
economies, since the client base is essentially a
saver profile (90% have a saver profile).

One in three clients has lost over
four months of income in the
accumulated period since the

start of the pandemic

Reduced sales
Mar-Nov 2020 period

37%

Range

H >50%

o)
73 % fell B 25%-50%

45%

8% rose

19% no change

Nevertheless, this impact only measures
entrepreneurs and their households, without
bearing in mind the greater informality and more
precarious conditions of those who, having had
to close their business, are looking for a job, or
the indirect impact, which has triggered much
destruction of employment in Colombia and
Panama. The results not only suggest that the
damage in these segments is more extensive, but
that it will be greater if the pandemic lasts many
more months.

Despite all this, entrepreneurs’ capacity to recover
Is worthy of note: one in three has bounced back
after eight months. Progress is heterogeneous,
depending on profile and country.
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Entrepreneurs’ response to COVID-19

Our entrepreneurs have taken effective In their finances In their businesses
measures to cope with the pandemic
7 out of 10 4 out of 10
* In their businesses: They have changed their take financial measures adapt their businesses
business activity, they have diversified or opted
for home delivery, thus demonstrating their . e 5o,
capacity to adapt. Digitalization measures nrormal credi 0 .
(using WhatsApp or selling online, through Laying off workers 7%
apps and social media) were underused. Use Formal credit 13%
of these measures increased as the crisis went Digitalization N%
on, suggesting that entrepreneurs were quick to Family support 149,
respond to the new environment.
« In their finances: Although they generally use Home deliveries 18%

their savings as the main instrument of financial

management, we have seen that they have

reduced their dependence on savings, having

recourse to other financial mechanisms, such . o
as applying for a loan from a financial institution Saving 36% Change of activity
(13% applied for a loan, 12% found another

financial solution) or seeking family support (14%

of cases), which suggests that their own savings

had been exhausted. Even so, household financial

management was rational: family support when

they are going through a bad patch; formal loans . . o .

when they have income. There is huge opportunity for digitalization,

moving forward, since the use of digital channels to
reactivate businesses has proven to be efficient in
Increasing incomes
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Tallored finance for inclusive development

From the outset of the pandemic, new funding
was granted to entrepreneurs as working capital

Our clients have seen the added value in the
financial solutions we offer

In 2020 over 458 thousand entrepreneurs renewed
their loan, while 139 thousand new clients joined our
institutions. Most of them were in Peru (the country
which recovered fastest), followed by Colombians
(with a higher proportion of farming entrepreneurs)
and Chileans, who also sprang back swiftly.

57% have benefited from financial solutions and
39% consider that these have enabled them to
carry on operating or to meet their household
expenses. The businesses most affected have
received a higher number of these solutions.

How our entrepreneurs Renewing | 458 thousand clients
went back to work AAR -18%
New 139 thousand clients
AAR -B3%

200,000 |

/AN

150,000
_/

100,000 —\ \ //\/

— \\/

01 02 03 04 05 06 0O/ 08 09 10 1M 12 01 02 03 04 05 06 O/ 08 09 10 11 12
2019 2020

B Renewing lenders

B New lenders COVID-19

Reactivation has varied between countries, both
In terms of client profile and in timings, with
traders of essential goods (e.g. grocery stores)
and the farming sector —mainly rural and male—
predominating. The latter started to get back to
normal in the last quarter of 2020.

Now more than ever, capital is needed for private
initiative: loans to invest, savings to plan, insurance
to protect and more work on financial education so
that entrepreneurs know how to use our offerings
to their advantage. Meanwhile, more and more
entrepreneurs are using our digital tools so that
they can operate under these difficult conditions.
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Our response to COVID-19
Macroeconomic context

Impact on entrepreneurs

Our response
to CovID-19

Speeding up digitalization @

Women's empowerment

%)

Extraordinary financial solutions 5 Adaptation to technology &
To better accompany entrepreneurs ) greater flexibility in customer service
To guarantee remote service & continuity

Environment

Displaced people & migrants

Grace periods Emergency New credits Uninterrupted Transaction Promoting
credits (reactivation) online service flexibility digital &
(call centers, contact Raising threshold alternative
Restructuring Guaranteed lines by loan officers, limits channels
& refinancing of financing interaction through
(longer term social media & WhatsApp)

lower rate, others)

Mitigation
measures
Channeling state subsidies 00 00 0 Community service
Through our savings accounts gﬂﬂw‘gm Basic food baskets,
sale of facemasks
Beneficiaries
Basic need vouchers Current clients
distributed 200,250 Food banks Working Intermediation
Colombia, Peru & Dominican Rep. together with to support
470,250 People located & banked, local agents entrepreneurs

(Red Cross to

opening their first channel masks)

account in order
to receive aid

270,000

To safeguard entrepreneurs’ welfare and that
of their communities as well as business continuity
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. Our purpose, more important than ever

Our response
to CovID-19

00
Speeding up digitalization " éﬂrﬁﬁ Inclusive Development
|

Women's empowerment

Vulnerable people

Migrants & displaced persons

Environment ,
« Rural & periurban areas

Displaced people & migrants - Empropaz, migrants — Partnership with USAID, IFC (World Bank), Tent Foundation Healthcare
« UNHCR refugees in Panama Basic care & health insurance cover
« Remote communities
Education
Financial education, business strengthening,
2 O Women's Environment empowerment&digital skills.
Training for entrepreneurs’ children
@ empowerment ° ’
Housing
* Training & upskilling  Green financing, sustainable crop techniques, Upgrades, more sustainable design,
» Self-assertiveness & empowerment agri-business drinking water, sanitation
- Integration into networks * Drinking water & domestic sanitation
 Specific healthcare products * Biodigesters & clean energies adapted
» Digital skills to vulnerable enterprises
* Issuances of Social Gender Vouchers * Recycling
Digitalization & connectivity Measuring social impact
- Digital solutions for clients - Connectivity solutions for remote communities  Poverty & vulnerability
- Digital onboarding - Access to mobile devices  Performance of their businesses
» Biometrics * Training in digital skills  Financial health
« Geolocation - Wellbeing: health, education, housing,

- Data environment
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Impact measurement model in BBEVAMF

Integrated into management, it feeds back into strategy

Client
types

Monetary &
social poverty &
vulnerability

OO0
AlAR

Excluded people
The vulnerable

Poverty reduction
Inclusion

ZERO
HUNGER

16

(({

PEACE, JUSTICE

AND STRONG

INSTITUTIONS
(14

Business
growth

Sales
Margins/Surpluses
Asset accumulation

=

Increasing incomes
Accumulating assets

Economic growth

GENDER DEGENT WORK AND
EQUALITY ECONOMIC GROWTH

i

Financial
health

Savings
Prevision/Insurance
Sustainable debt
Planning

Attributes

a5

C 2

Reducing shocks

Resilience

1 0 REDUCED
INEQUALITIES

A

(=)

v

-

14

Welfare

Education
Health
Housing
Employment
Digital access
Community
Environment

A

Raising wellbeing

Quality of life

GOOD HEALTH QUALITY CLEAN WATER
AND WELL-BEING EDUCATION AND SANITATION

e | NI | O

SUSTAINABLE CITIES 1 3 CLIMATE
AND COMMUNITIES ACTION

A | ©
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* Institutional activity

» Acknowledgements
 Looking out for people

« Client training

» Our contribution to the SDG .
« ESG: a sustainable & inclusive Paris, Janua ry 28th

ilzttTot::i:ZZSZLf)rseg OECD Private Finance for Sustainable
Development Conference.
Private Philanthropy for the SDGs >

Macroeconomic context
Impact on entrepreneurs

Our response
to COVID-19
Madrid, January 9th

Speeding up digitalization MBA EUDE: Introduction to CSR

Women's empowerment
Environment

Displaced people & migrants

r"l.

Gabrieia Gil del Barrio ¢S
BEvA Bhorofasses Fopndaoh 1
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Institutional activity. Social impact

Presentation of BBVAMF DIME grants:

Madrid, January 29th
Francisco de Vitoria University

Madrid, February 3rd
Carlos Il University

Bilbao, February 13th
Deusto University

16

Francisco de Vitoria University DIME intern in
Colombia

Online, March 11th
SPTF Social investor Working Group Meeting

Online, March 25th
University of Navarre - Map the System

Carlos Ill University DIME intern in Peru

University of Deusto DIME intern in Panama
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Institutional activity. Social impact

Online, May 5th
BBVAMF videoconference with H.M. the Queen of Spain 2

Online, April 14th
Foro Impacto- Spain Nab: Best practices in
iImpact measurement

Aep

Online, 19th & 20th
CGAP Thought Forum: Toward a shared learning
agenda for financial inclusion
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Institutional activity. Social impact

J19qUBAON

Online, November 19th
OECD Virtual roundtable with foundations:

Building back smarter - Trusted data for
COVID-19 recovery

Online, November 19th

COFIDES, AECID & European Commission:
Launch of the Huruma Fund

Impact investment during a pandemic

Oviedo, October 6th
ASICOM-University of Oviedo
2020 Ibero-American Award ceremony

18
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Institutional activity. VWOIMEN'S empowerment

<
Q
Chile, January 22-31st o
X1V Rgglonal Confere:nce on Women in Latin Online, March 11th
America and the Caribbean: BBVA NY: Wornen in Leadershi
Promoting a sustainable model for the financial ) P
sector: engagement with equality within the 2030
Agenda
(]
Online, April Toth
FinEquity CGAP: What are we doing to promote
women's financial inclusion in LAC?
New strategies against COVID-19
Madrid, February 20th
Go! SDG Awards ceremony.
UN Global Compact Spain network
<
Q
<

= Al 'DITUF’IL,J F’AF.ﬂ EL DEEFING

A

(
¥ 3.1\-'{?"?

.-r‘

Online, May 29th

UN Women in the framework of the Win-Win
program. Meeting of the Gender Lens Innovative
Financing & Investing Initiative group of experts

19
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Institutional activity. Women's empowerment

aunr

Online, June 8th

The Day After: Joint response strategy by Spanish
Cooperation to the COVID-19 crisis.Tackling the
crisis for a transformative recovery

Online, August 11th

UIT, EQUALS & OAS: The challenge of getting
women in vulnerable sectors to go digital: the
Fondo Esperanza case study

Online, September 14th
EQUALS Annual Partners Meeting

Online, September 1/th

EQUALS Access Learning Sessions: Advancing
women's digital financial inclusion: Best practices
and challenges of 5 leading MFls in Latin America

Advancing women’s digital
financial inclusionr

Best practices dnd challenges of 5 leading
MFls in Latin America

Thurselay, TTth Septemier
1EH CET | BH EST
L

BEQUALSInACCE=S
-

20
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Madrid, September 28th
BBVAMF Event: “Unstoppable women: challenges and achievements
to reinvent in times of crisis”, with H.M. the Queen of Spain

21
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Institutional activity. Women's empowerment

1900320

Online, October 8th
UN Women & IE: Innovative Finance and
Women's Empowerment

Online, November 10-11th
CGAP: FinEquity2020 Annual Event: Financial
Inclusion and barriers at operational level

November 9-12th
Women Impact Summit, Latin America

=

=

WONMAN
IMPACT >

I%IlﬂﬂlﬂuﬂrﬂI e B s 2

Online, November 28th zta H@ﬁ

2nd Women Leaders' Congress: . |

Leadership during a pandemic. Why is Seqyv|a®
CONGRESO

it important to incorporate the gender

perspective? D EWES

Online, November 6-/th
November 6-7th Latin America Reloaded:

 Financing for the sustainable development
of entrepreneurial women in Latin America

e rrent situaticn is extremely compi

 Best practices in gender parity in Latin America

 Financial Inclusion and gender lens investing

22
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Institutional activity.

\_

Paris, March 5 & 6th

2020 OECD Global Forum on Environment:
Biodiversity, agriculture, fisheries: Changing
economic opportunities for women and men

Online, July 14th

Business Fights Poverty Online 2020
Rebuild Better: Opportunity: How can we help
workers, SMEs and farmers thrive?

—— BUSINESS FIGHTS POYERTY —

-nvironmental sustainability

Madrid, March 3rd
Global BBVA Momentum:
sustainability

Entrepreneurs and

23
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Institutional activity. Environmental sustainability

Online | Managua, October 19-21st
XXXVIFAO Regional Conference for Latin
America and the Caribbean

Online, November 18-20th
European Microfinance Week:

« 2020 in the rear-view mirror: A conversation on
the future of financial inclusion

* Investing in green and inclusive finance

 Financial inclusion of forcibly displaced people

Online, December 10th

UN Environment Programme: 1.5° Festival:
The solutions to climate change five years after
the Paris Agreement, in Latin America and the
Caribbean. "Private sector and finance”

Online, November 25th
Launch of OECD Centre on Well-being,

Inclusiveness, Sustainability and Equal Opportunity
(WISE). Roundtable with foundations

OECD launches new

CENTRE ON WELL-BEING,
INCLUSION,
SUSTAINABILITY AND
EQUAL OPPORTUNITY
(WISE)

@;;D_EED

24
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Institutional activity. Dlglta\lzathﬂ

Madrid, January 28th

International HR Meeting: From Ulrich to Agile:
new organizational models in multi-country
contexts

Rome, February 6 & 7th
Microfinance Summit 2020: Optimizing synergies
between digital finance and financial inclusion
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Online, July 14th

SCM-EPICOM 1st European Internal
Communications Conference:

The ‘new normal’ of internal comms

WEB CONFERENCE

PANEL DISCUSSION
THE "MEW NORMAL" OF INTERMNAL COMMS

14 JULY 111.00 AM - 11.30 AM

—ha n Marguardi
Julia Driega
Francisoo Lalanne

Saskia Dejonghe
Désiree Bohm
Cordula Schellenberger

Online, July 16th
Prensa Ibérica & Zeta Group: Table of experts
Innovation for Development

Innovacion para el Desarrollo
x -
'-#‘ — = ._~r_ !,.p A
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Institutional activity. Digitalization

Madrid, September 29th
Talent Day 2020
Are you ready for transformation?

Online, October 26th
YBI. Thinking on your feet. Innovation Workshop

Online, November 19th
Observatory of Communication and Corporate
Responsibility Action awards ceremony

Online, November 19th
CGAP: Is digital the future of microfinance in Latin
America and the Caribbean?
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Online, December 1st

SCM-EPICOM 2nd European Internal
Communications Conference.

Digital Internal Communications. Best practice:
Digital communications, the new normal

2. EVROPEAMH INTERNAL COMMS WEB COMFEREMCE

£51 DECEMBEH | EeLATAL

Best Practice
Digital communications: the new
nermal

Julla Chrtega
{BEVA Microfinance Foundation)

Online, December 7-11th

Singapore Fintech Festival:

Creating opportunities by building bridges and
breaking borders

7
11| FINTECH
2 | FESTIVAL



https://youtu.be/_7JEHBa1zf4
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Institutional activity. Pa I”Eﬂ ers h | pS

Madrid, January 13th
OEA, Visit by the CEO of The Trust for the
Americas, Linda Eddleman

Madrid, February 10th
Visita CEO CGAP, Greta Bull

Madrid, February 20th

Visit by students on the ESAN International

Master's degree in Microfinance Business
Administration

yolep

aunr

27

Paris, March 3 & 4th

OECD netFWD, 2020 Annual Meeting:
Philanthropy's contribution to the SDGs: How can
the next 10 years be a turning point

Madrid, March 9th
Visit by Juan Yermo, Deputy Chief of Staff to the
OECD Secretary General

Online, June 25th

Tent Partnership for Refugees & United
Nations Global Compact::

Companies supporting Venezuelans in Colombia:
Bancamia success story
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Institutional activity. Partnerships
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Online, October 15th
Meeting with the High Commission of
Spain Entrepreneurial Nation

Online, October 28th
Tent Business Council meeting

Online, November 5th
Bancamia event: Empropaz, transforming
realities on site with USAID, CMM and CMC

28

Madrid, November 4th
Audience of the Business Observatory for Inclusive
Growth with H.M. the King of Spain >

il

R

Online, December 15th
OECD Secretary-General Foundation Leaders
Roundtable

i- = &h‘lii;l.—.h-“_!ﬂu
: s i =


https://www.youtube.com/watch?v=rsQdnIoK9PY
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Ibero-American Award 2020
ASICOM - University of Oviedo

% ﬁ"‘q."\ Al



https://youtu.be/NsC1UOQp9Ws
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Euromoney Awards for Excellence
2020: BBVA Best bank for sustanable finance Latin America
2019: BBVA World's best bank for financial inclusion

Internal Communication Observatory:

IE Business School, Wolters Kluwer y Atrevia

Best Internal Communication Strategy for managing change.
Category: Gaming strategy employed with Heroes and Amigotchi

CEGOS Awards with Equipos&Talento
Global and category award: Best practice for the Foundation's
gaming strategy

Observatory of Communication and Corporate
Responsibility Action Awards

2020: Finalist for Seguimos contigo

2019: Honorary mention for the campaign presenting the Social
Performance Report

Corresponsable Awards for Responsible Communication
Finalist: Best opinion article

2020 go! SDG Awards by the Spanish network of
the UN Global Compact
Category: SDG b for BBVAMF's women's empowerment strategy



https://www.youtube.com/watch?v=UXURrzDDBzM
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Bancamia - coLomBiA

Women Economic Forum
“Iconic Companies Creating a Better World
for All" award

Portfolio Award
Customer service

PAR ranking
First prize for the best communications action

CEMEX-TEC 2020 Award
Category: Collaborative Action

Andesco 2020 Award for Sustainability
in the Environment

Fintech Americas
2019: Most innovative banker
2020: Channel innovation

Member of the Presidential Advisory Board of

Colombian businesswomen

UN Global Compact Colombia network
Category: Good practice in sustainable
development

Asobancaria
2019: Environmental Sustainability
2020: Bancamia Digital: social dimension

Bogota Chamber of Commerce.
Shared Values Award
Category: New products and services

CITI Microentrepreneurship Awards

Category: Outstanding loan officer in Colombia:

Yuly Astrid Londofio
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Financiera Confianza - peru

CITI Microentrepreneurship Awards
Category: Responsible financial inclusion

PAR Gender equality ranking
Category: Best innovative practice with a gendered
approach for Palabra de Mujer

Fondo Esperanza and
Emprende Microfinanzas - cHiLE

Green Latin America Awards
Finalist: Human development

Banco Adopem - DOMINICAN REPUBLIC

CODESPA Foundation Awards
Finalist: Social innovation

REDCAMIF
Transparency certification

Wholeplanet 2020 Awards
Best field officer finalist: Geronimo Reyes

Microserfin - PANAMA

Agricultural Development Ministry
Category: Support for Panamanian producers

Panamanian Credit Association (APC Intelidat)
Categories: Satisfaction, data plus and Prize
for Team of the Year

Wholeplanet 2020 awards
Best field officer: Juana Flores

REDCAMIF
Certificate of transparency
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| ooking out for people

The extraordinary situation to which the pandemic has given rise has triggered
action plans affecting all aspects of the organization and human capital is
certainly no exception to this general rule. We have been working on three lines
of action in this area: COVID-19 protocols to protect the health and wellbeing of
our coworkers and clients, an overhaul of our training, and adjustments to the

grants program.

Protecting people's health
and wellbeing

The health of entrepreneurs and our employees
has been the overriding criterion we have followed
at all times when taking decisions about managing
the pandemic. A crisis committee was set up in
both the Foundation and in each institution to
coordinate actions around protection, prevention,
hygiene, etc.

One of the measures agreed was to define an action
and follow-up protocol for both face-to-face staff
and remote workers, aligned at all times with the
instructions received from health authorities about
how to follow up confirmed or suspected cases.
Guidelines were established on how to organize

the isolation, guarantine and disinfection of all the
work centers. Safety protocols were defined for

the 429 offices that remained open (72% of the
total), classified by the authorities as providers of an
essential service.

These measures included clear indications of

the maximum number of people allowed per
establishment, simple-to-follow protocols in the
case of suspected cases (immediate closure,
substitution by another nearby branch office,
monitoring of colleagues and contact tracing,
testing), provisioning of biosecurity materials
(masks, gloves, face screens), personal protection
kits (medicinal alcohol, hand wipes, antibacterial
gel, no-contact keys), additional protective features
at work stations (thermometers, anti-bacterial
floormats, acrylic shields) and providing masks to
those clients without one.

In central services and part of the sales network,
measures such as remote working were applied
(depending on each country's circumstances) and
flexible working hours, also conditional on staff's
personal and family situations. 5b3% of all staff
across the BBVAMF Group have been working
remotely, a proportion that rises to practically 100%
In central services. In addition, all trips, meetings,

33

events, and face-to-face training were canceled,
while daily questionnaires to track symptoms were
rolled out. Some institutions took on support health
staff and set up medical commissions to evaluate
the cases reported to them.
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Looking out for people

Our internal communications struck a tone of
empathy and trust to nurture the links between
people, coupled with information transparency
about the progress of the illness and its impact

on the Group's activity. This activity consisted of
frequent videoconferences and communication
generally on the part of managers and country
managers with their teams, management calls and
individual assistance to find out how coworkers
were doing, encouraging virtual communities (eg.
Google) and other discussion groups, website
information on the virus and measures to be taken,
print material with information and instructions, etc.
Several permanent hotlines were activated so that
staff could ask all sorts of questions, particularly
those relating to COVID-19.

53% of all staff across the
BBVAMF Group have been
working remotely, a proportion
that rises to practically 100%
In central services.

In terms of our coworkers' welfare, efforts have
been made to mitigate the financial effects of the
pandemic on families, such as payroll advances
(partial or total), and greater flexibility over vacation
periods. Agreements have also been signed with
iInsurance companies to extend provisions, offer
preferential service and lower costs in healthcare
coverage, psychological support, funeral costs, etc.

Adapting training

To continue achieving high-quality training during
the complex scenario created by the pandemic, we
have made adjustments so that our co-workers can
continue to acquire new skills and generate higher
value for our clients.

For this reason, almost all training activity has gone
on-line. That is why the Microfinance Campus LMS
platform has been radically changed to improve

its virtual training capabilities, both synchronous
(eg. virtual classrooms) and in terms of the user
experience.

In the area of contents, course material has been
added to increase understanding of COVID-19, its
effects, prevention measures and protocols for
client interactions. Leadership programs have been
added too, to reinforce appropriate action and
management on the part of team leaders.

34

Given that over half of the Group's employees

have worked remotely at some point, we have
published training courses and guidelines with
recommendations about productivity when working
from home, together with other contents to get the
most out of tools and working spaces in the cloud
(eg. Google suite).

In addition, the habit of continuous learning on the
part of employees has been encouraged, boosting
individual responsibility so that they can acquire
new skills and take on new roles, particularly new
technical capabilities that are starting to be viewed
as essential in the labor market (eg. data science
and user experience).

During the pandemic we have
stayed in constant touch with

our managers and staff, providing
iInformation, support and

training online
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Looking out for people

Adjustments to the grants program

The BBVA Microfinance Foundation and the
institutions that form part of the group remain
firmly committed to the training and the
employability of young people in the countries
where we operate.

Our grants program includes the BBVAMF DIME
grants (Development, Inclusion, Microfinance and
Entrepreneurship), a program that began in 2018
and which 21 students have already taken. This
initiative enables students from Spanish and Latin
American universities to experience the reality of
microfinance in person, with particular emphasis on
the work of loan officers in the field.

For four weeks students have the opportunity to
understand our work in the first person, visiting
our entrepreneurs to see the social impact of our
mission. Through this experience we are opening
up to them the possibility of choosing a purpose-
driven job in the future. As such, in this program
the main aim is not what students bring to the
table in terms of their knowledge and time during
their stay, but rather the human, vocational and
professional learnings they take away from this
unique experience.

The first two internships were a success, with
participants giving their experience general
satisfaction scores of 9.4 out of 10. The third
internship, to have taken place between July and
August 2020, would have had the biggest number
of participants to date.

We are determined that BBEVAMF's
DIME grants should become the
benchmark for university grants
focusing on development

35

With the purpose of making the BBVA Microfinance
Foundation DIME grants the benchmark for
universty grants focusing on development, we
convened the selection process at the beginning of
the year. 700 candidates applied for the 15 places
available to Spanish students, a very significant
iIncrease on earlier years. Unfortunately, a few days
after selecting the successful 15 (a very diverse
representation of candidates from ten different
universities, more than ten academic fields, from
eight provinces and aged between 22 and 28), the
pandemic erupted.

Because of the importance of this project for us
and the commitment we took on with the students
selected, we have kept the 15 places awarded (and
the 5 on the back-up list) until we can restart the
internships.
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Client training

Education, together with entrepreneurship, is one of
the most influential factors in the development and
progress of people and societies.

Financial education and business management
skills in particular have always been one of the keys
to BBVA Microfinance Foundation (BBVAMF)'s
productive finance model. The pandemic

has accelerated the processes of productive
transformation and of the labor market in general,
and for this reason training vulnerable people has
taken on an even more crucial role in our non-
financial value proposal.

We are rolling out an open
digital platform to teach
both clients and non-clients

In the first quarter of 2020, BBVAMF continued
supporting the educational programs that it was
running for clients across all the group’s entities.
However, as coronavirus spread, training was
taken online. All our institutions have made efforts
to digitalize their training sessions by using SMS,
WhatsApp, social media, and virtual classrooms.
This challenge has made apparent the digital
divide suffered by the vulnerable populations we
are targeting. In a context in which the catalog of
educational content is by necessity virtual, internet
access is essential, as is the acquisition of digital
skills.

To this end, we are rolling out an open digital
platform (in the Moodle environment) to teach
both clients and non-clients. The idea is to provide
personalized materials, adapted to each user’'s
learning needs and matched with the development
stage of their business. The content offering

has been divided into four categories: financial
education, digital education, empowerment skills
and business support.

36

401,648 entrepreneurs were taught contents during
2020, both on-site and online. A further 5,500+
people have been trained through third parties,
mainly in Colombia, Peru, and Chile.

Throughout 2020, Bancamia continued its key
mentoring program "Echemos numeros” [Let's do
the numbers], in which advisors provided financial
education to nearly 250 thousand entrepreneurs
during their visits, on subjects such as the
Importance of saving, managing debts and drawing
up budgets.

In addition, throughout the year, Bancamia has
developed its new online education platform
Facilitamos tu progreso [ We make your progress
easier]. The platform, currently running as a
pilot, has learning programs that are adapted

to participants’ levels and to the degree of their
enterprises’ development.
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Client training
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Bancamia's virtual training platform:
“We make your progress easier”

In the same period, the Colombian institution
continued working intensively on its (Empropaz
[Productive Enterprises for Peace]) program, in
partnership with USAID (United States Agency for
International Development), Corporacion Mundial
de la Mujer [Women's World Corporation] Colombia
and Corporacion Mundial de la Mujer [Women's
World Corporation] Medellin in 76 municipalities
affected by violence and poverty (18 of which were
added in 2020 to serve Venezuelan migrants,
returning Colombians and reception communities).
With the aim of raising the possibilities of success
for the most vulnerable entrepreneurs and
microentrepreneurs, Bancamia has provided an
integrated value offering that includes specialized
courses for entrepreneurship and strengthening
businesses, as well as access to financial services
and financial education, among other services.
Within this framework, in 2020 financial education
was made available to 37,679 people, bringing the
accumulated total since Empropaz was launched
to 70,169.

The specialized upskilling required for enterprise
and business strengthening is taught in modules
and separated into training or mentoring pathways.
These cover areas such as: the capacity to

reinvent oneself, personal & family budgeting,

the business environment & value chains, basic
company functions, service & client retention
strategies, and strategic planning of the
organization, among others.


https://facilitamossuprogreso.bancamia.com.co/
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Client training

Both training pathways are taught by Corporacion
Mundial de la Mujer (CMM) Colombia and CMM
Medellin; they include a diagnosis to identify
knowledge gaps and opportunities for adaptation
according to each participant’s individual needs.
Before the pandemic, initiatives such as "Empropaz
online” were rolled out. This prototype of online
upskilling has enabled its beneficiaries to continue
developing their training plan on a study platform,
supported by advisers to ensure an effective and
enjoyable transition from presential to virtual.

By the end of 2020, 997/ entrepreneurs had
participated in the specialized entrepreneurship
upskilling program run by Empropaz, which was
backed up by financial inclusion processes and
access to seed loans on favorable terms to start
their productive units. Of this number, 247 were
Venezuelan migrants, returning Colombians
and reception communities. Around 1,200
microentrepreneurs have taken the business
strengthening course, enabling them to also access
financial products on special terms to take their
businesses to the next level.

38

Financial Education capsules, complete cycle

Develop a budget that is adapted to
changes in your income streams and
new spending habits.

How to set new
lifestyle habits for
yourself that
strengthen your
financial life.

Keep stressful
financial situations
in check.

Learn how Learn how
to negotiate to save when
remotely. itis difficult
to do so.

Make the most Habits for
of virtual opportunities developing great
that your financial ideas in times

life offers. of crisis.
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Client training

In response to the pandemic, Financiera Confianza
adapted its educational services for its women
clients to the new context as part of the value
offering of its Palabra de Mujer [Woman's Word]
product; it relaunched the "Aprendiendo en
Confianza” [Learning in Confianza] product online,
using social media. The entity also included an
upskilling and coaching component for the Palabra
de Mujer team, with guidelines, manuals, and

teaching plans, to ensure that skills are transmitted.

The six-point program - personal finance, business
management, digital literacy, healthcare tips,

household wellbeing and gender —was studied by
45,870 women in 2020.

The entity also started its "Academia de Confianza”
[Confianza Academy], a virtual training program to
upskill business management so that businesses
can reactivate, and to provide financial education.
This program consisted of a series of workshops
open to the public in partnership with Peru’s
Banking, Insurance & Pension Plan Authority, the
Production Ministry MSME support program Tu
Empresa [Your Company] and the NGO Accion
Emprendedora [Entrepreneurial Action]. In 2020,
408 people, 60% of whom were women, took part
In this program.

Furthermore, financial consultations were given
to 30 Palabra de Mujer clients using Aprenda.
These are shared learning spaces for personal
empowerment, financial independence, and
leadership. Issues such as good financial
organization as a way of increasing sales and
bringing one’s business into the formal economy
were tackled.
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Learning in Confianza program, Financial and Non-
Financial Education, using Woman's Word methodology
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Client training

Similarly, in 2020, Financiera Confianza continued
to take part in the CARE Peru initiative and
Fundacion Capital’'s Conéctate [Get connected].
Through attendance-based workshops, the

Lista app, and sending SMS, over 3,500 women
entrepreneurs in rural and peri-urban areas were
trained in basic financial concepts, how to prepare

a budget, savings, and other products. This type of
upskilling also has the aim of enabling these women
to overcome their reticence about using technology.

Over in the Dominican Republic, Banco Adopem
has leveraged various programs and strategies

to impart a rich and varied training syllabus

to strengthen the capacities of over 56,708
entrepreneurs, who are also supported by

Adopem NGO's Training Center. Their upskilling
methodologies in financial education are adapted
to the entrepreneurs’ socio-economic profiles,

in both urban and rural areas, and are based on
research conducted by experts. In 2020, 124
education workshops were run for nearly three
thousand Banco Adopem clients, community
gatherings were organized with 237 clients in the
first months of the year, and, in the framework

of the Nestlé microfinance project, 7 virtual
workshops were attended by 135 people. Likewise,
2,360 Banco Adopem clients took part in Prosoli's
financial education programs. On the other hand, as
part of its social programs, Banco Adopem provided
online financial education pills covering different
subjects and in real time on social media using
Instagram, masterclasses with More Latinoamerica
and webinars over digital platforms.

Training for entrepreneurs has always been one

of Fondo Esperanza’s core service offerings,
especially in subjects that contribute towards

their personal and business development. The
School for Entrepreneurs is an integrated, high-
quality, educational proposal that offers two-year
courses. It encompasses 18 educational modules,
focused on empowerment, family welfare, business
development and social capital. This training, which
since its launch has always been attendance-

YouTube channel
“Fondo Esperanza’s |
learn & work for myself”
program
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based, has been adapted to carry on through
remote sessions on social media, with over 39,800
women taking part. Furthermore, in 2020, the
YouTube channel #AprendoyEmprendo [I Learn

& work for myself] has continued to post training
pills on various subjects, such as: how to create an
attractive Facebook page, inventories, explanation
of the SPIN method, five-step problem solving for
your business, and challenging gender roles. These
pills have received over /1,700 views.



https://www.youtube.com/channel/UC-i4TVPlfM-jaNQZ6jQONMw
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Client training

Likewise, Fondo Esperanza (FE) has carried out - AIEP (Universidad Andrés Bello). Offers advice
several digital training initiatives with public and and training to women members about taxation,
private institutions such as: INn response to their growing interest in moving
their businesses into the formal economy. In all,
- PRODEMU. This state-owned Foundation 97 members took part, with their main concerns
promotes and develops the position of women relating to starting up an economic activity.

in Chile. 200 Fondo Esperanza members joined
its Ruta Digital Emprendedoras [Digital pathway - Universidad Central. The entrepreneur-services

for Women Entrepreneurs] plan. This program office provided group classes to teach people
gives every participant a mobile phone with free about the business model Canvas. For members
internet connection for 18 months. It also provides  who needed it, individual sessions were held as
educational sessions so that people learn the well, to identify specific areas for improvement in
basics of digitalization until they know enough to their business. These classes were offered in all
use online tools to take their businesses forward. areas where FE has a footprint, with participation

by around 200 members
- Fundacién Kodea-“Emprendedoras

Conectadas”. [Connecting Women
Entrepreneurs]. This initiative digitally empowers
20 women so that they identify new opportunities
and sales channels in addition to their traditional
activities, helping them to strengthen and expand
their businesses in the context of the digital
economy.

Evelyn Moreno
Empréendedora
Fands Esperana

Fondo ESperanza Emprendedora

Fondo Esperanza

(Training initiative in Cecilia Garay
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Microserfin opted to train its sales network officers
online in financial education issues so that they

In turn could transfer this knowledge to nearly

© thousand clients, on their visits to homes and
businesses. The program modules covered subjects
such as debt administration, saving, financial
budgeting and negotiating.

Sulin Cerda
Emprendedora
Fowuda & SEWEANTA
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Our contribution
to the Sustainable Development Goals

The private sector’'s contribution to the United Nations’ Sustainable Development Goals
(SDG) is increasingly important. Corporate foundations are leading global players

N the race to make a better world by 2030. Financial inclusion is more essential

than ever to achieve the 2030 Agenda.

Against the backdrop of the current pandemic, This lies at the heart of its mission and is the The Foundation contributes to
COVID-19 revealed the c_rude reality in some | reason for which it was created. The Agenda 2030 achieving 13 of the 17 Sustainable
countries. In our footprint, most of the population defines the priorities of sustainable development

operates in the informal sector and, regrettably, worldwide, with the aim of eradicating poverty and Deve/opment Goals in the United

social mobility is limited. It is precisely this segment  working for a decent life, with opportunities for all.
that is targeted by the Foundation’s work, to provide The microfinance sector, as a driver of financial Nations’ Agenda 2030

opportunities for those who leave or cannot be inclusion and promotor of access to basic services

absorbed into the labor market. These people see  (healthcare, food security, education, clean energy, 17 s | 1

individual endeavor as a self-employment option and housing), plays an important role in poverty

or else a chance to develop a set of abilities they reduction and in economic and social development. 16 Kﬁﬁ“s‘ré%su’é“‘

already possess and give them value. Access to financial services, across sectors and . =
particularly for women, is intrinsic to development

Mentoring the vulnerable population during this reset  and to the SDG. Furthermore, technology
process is more important than ever, as we are going  innovation is an essential tool to create more
through a time of greater exclusion and greater needs. impact and do so sustainably.

Access to credit and to a range of services that can be

SUSTAINABLE

‘
OUAI.TV
13 lenn DEVELOPMENT

swiftly implemented to support people is necessary. . . . -~ /EL .
A player who is on the ground is required, one who The financial sector is a catalyst ‘ G s’ ALS .

12 RESPONSIBLE CLEAN WATER
CONSUMPTION

understands the local situation and can channel - ' '
and distribute public-sector grants, an institution for /ntggra/, inclusive deve/opment, o

that is there for the long haul. The Foundation has especially for the most vulnerable, Mo

all these elements needed to support vulnerab]e and contributes to achieving the SDG Al & v
entrepreneurs, and to offer them the opportunity of 10 =0 oo on

inclusion, and not only financial inclusion. GROMTH
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Our contribution to the Sustainable Development Goals

Financial inclusion is, thus, a means to achieve an
end, while financial services can enable several
SDGs to be realized. There are also initiatives and
specific projects that facilitate access to education,
housing upgrades and climate change resilience,
among others.

Our contribution in 2020
to the Sustainable Development Goals
Amount disbursed in 2020 (USD M)*

ODS1,8,10y 17

I I < 1,602.3 v

88% of the total is included
in the OECD's statistics

ODS 2 _ UsD 213 MM

ODS 3 I USD 11.7 MM

ODS 4 I USD 6.2 MM

ODS 5 _ USD 450.4 MM
ODS 6 I USD 14 MM

ODS T

ops12 [l USD 19.9 MM

ODS 13 | USD 1.3 MM

ODS 16 - UsD 55.4 MM

* Credits disbursed in 2020, by SDG.

** Weighting of the amount of credit disbursed in countries featured on
the list published by the OECD'’s DAC with partners eligible for Official
Development Assistance (=Colombia, Peru, Dominican Republic, and
Panama).

During 2020, the BBVA Microfinance Foundation'’s
microfinance model, focusing on entrepreneurial
progress, has been a critical tool in supporting its
entrepreneurs in their recovery, after the crisis
triggered by COVID-19.

Since 2015, a set of indicators has existed
that tracks our contribution to the SDG.
Some are transversal to our work (SDG
1,8,10 and 1/7) and others are tackled
through specific initiatives. Furthermore,
the profile of the entrepreneurs we
finance is associated with each SDG
towards which we are working. This
allows us to identify gaps and areas for
Improvement in our contribution to more
widespread wellbeing.

This year in particular, this
mentoring, constant and local,
IS more important than ever

&) OCDE

The Organization for Economic Cooperation
and Development (OECD), plays an important
role in raising awareness, both in terms of

the challenges posed in the labor market and
private enterprise in the post-Covid era, and
In creating the underlying conditions and

the regulatory framework to make financial
inclusion a driver in this process.

As shown by the latest figures published by
the OECD, which documents the work done
on the ground by nearly 40 of the largest
foundations from the member countries of
the Development Assistance Committee
(DAC), BBVA Microfinance Foundation
(BBVAMF) is once again the biggest
contributor to development in Latin
America and the second in the world, after
the Bill & Melinda Gates Foundation.

Together with other Foundations, BBVAMF
works to find answers to these development
challenges. The OECD provides a forumin
which governments work with philanthropic
and multilateral organizations, together with
other key stakeholders to share experiences
and look for solutions.
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Our contribution to the Sustainable Development Goals

\O SDG 1« No poverty

POVERTY

Tl

We give the vulnerable population access to financial services

Our strategy consists of promoting the
entrenchment of financial services to a wide
number of people, despite mobility restrictions. In
the second half of 2020, as economies began to
get moving again, over 458 thousand credits were
disbursed. Thus, since 2015 we have granted loans
to over 2.5 million clients in vulnerability (more
than 80% of all recipients). Since the beginning of
the pandemic, there has been more demand for
credit by entrepreneurs who work in areas offering
essential goSDG, especially involving the food
chain; by the end of the year more diversification
was visible, with the recovery of a profile type
(urbanretail trading).

596,771 entrepreneurs benefited* in 2020

UsD 1,055 m disbursed in 2020

* Clients to whom a loan was disbursed during 2020.

All clients served

Credit clients served since 2015, aggregates

2,553,342
I L]

1255882 ||

2015 2016 2017 2018 2019 2020

B New credit clients

Clients' initial vulnerability

Credit clients served since 2015.

88%

0\810/0\8§0/0

312,309
266,143

272,462

BG%  BGh  gg,

271,531
294,312
139,561

44

2015 2016 2017

B New clients by cohort

2018 2019 2020

-+ 06 vulnerability
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Our contribution to the Sustainable Development Goals

16RO SDG 2 « Zero hunger

HUNGER

“‘ We direct financial resources towards small-scale food producers

Reaching the most distant populations still
represents a challenge, even today, and a
particularly important one during the pandemic.
The greatest levels of poverty and financial
exclusion are found in rural areas, especially in the
farming sector, because of the difficulty of access,
so these are where most support was needed
during the crisis, particularly for credit.

With the help of our microcredits, the entrepreneurs
who live in rural areas manage to drive their
businesses forward and see these grow, particularly
farming businesses. Covering this distance and
supporting small-scale farmers is a priority in order
to achieve SDG 2.

129,121 entrepreneurs benefited* in 2020

UsD 235 M total amount disbursed in 2020

* Clients to whom a loan has been disbursed during 2020 and whose
productive activity is in the farming sector, or the food processing and
transformation industry.

Total rural clients served

Credit clients served since 2015, in aggregate.

801,499
I -

398,482 I

2015 2016 2017 2018 2019 2020

B New credit clients

Percentage of rural clients
Current clients in 2020

Q 32%
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Our contribution to the Sustainable Development Goals

600D HEALTH SDG 3 « Healthcare and well-being

AND WELL-BEING

_/\/\/\' We assist households with health insurance

If we are to achieve the Sustainable Development Healthcare insurance
Goals, it is fundamentally important that we ensure Clients current at 12.31.2020
healthy lifestyles and promote universal welfare. We

serve entrepreneurs whose work relates to medical

care or the manufacture and sale of pharmaceutical O O

roducts, among others.
: : 82,069
Furthermore, the number of healthcare visits or | Cl Iel’]tS

services carried out comes to 82,268 in 2020.
This includes access to health check-ups, clinical
analyses, transfers by ambulance, as well as
appointments with doctors, legal experts, and
psychologists, both face-to-face and over the
telephone. Other services provided include help

with school homework and, in rural areas, health SDG 3 activity
fairs, telephone advice about pest control, and tips Pharmacies
on crops and animal husbandry. Healthcare activities

Wholesale trading of pharmacy products
Doctors & dentists
Residential medical care

% clients
52%
22%
10%

/%
6%

6,544 entrepreneurs benefited* in 2020

UsSD 12 M disbursed in 2020

* Clients granted a credit during 2020 whose activity relates to human
healthcare or the trade of pharmaceutical and medical products

46
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Our contribution to the Sustainable Development Goals

QuALTy SDG 4 - Quality education

EDUCATION

|

We empower clients with financial education

The lack of financial educationis a barrier to
people’'s economic and social development, which
IS why we push for access to skills that improve
their decision making and enable them to develop
their businesses. During the pandemic, all the
course subjects remained available, with teaching
being carried out online.

For further details, see Education for clients.

6,127 entrepreneurs benefited* in 2020

USD 6 M disbursed in 2020

* Clients receiving a loan for education during 2020.
Clients who work in the education sector are also included.

Clients with primary education at best

Credit clients current as of 12.31.2020

38%

People receiving financial education. Clients & non-clients

2015

N. of people 37,562

2016

359,450

2017

426,907

2018

557,680

2019

665,944

2020

401,648

2,790,191 training actions
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Our contribution to the Sustainable Development Goals

GENDER SDG 5 » Gender equality

EQUALITY

g We promote equality between men and women

Gender gaps still exist. Women are
over-represented in the poorest segments and,
because of the sectors in which they work,
disproportionately affected by the pandemic.

That is why one of BEVAMF's strategies is women's
development and empowerment. By offering

them financial resources, we help to empower
them and contribute to their economic and social
development. Although fewer loans have been
originated this past year, 62% of people in poor
segments served by BBVAMF entities were women.

For more details, see Women's empowerment.

371,172 entrepreneurs benefited* in 2020

UsSD 553 M disbursed in 2020

* Female clients granted a loan in 2020, including programs created
specifically to train women entrepreneurs.

Women served
Current credit clients at 12.31.2020

o,

A

62%

of clients served
in 2020 were women

Poverty by gender

New credit clients in poverty,
by year they began banking with us

2020 62%
2019 68%
2018
2017 69%
2016 70%
2015

B Poor women

48
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Our contribution to the Sustainable Development Goals

CLEAN WATER SDG 6 ¢ Clean water and sanitation

AND SANITATION

We are improving the sanitary conditions of our entrepreneurs’ homes

Although products to pay for sanitation upgrades
were not promoted in 2020, they are expected to
be important in 2021, given the greater investments
In housing resulting from the pandemic. The
partnership with Water.org, to make it easier for

the low-income entrepreneurs we serve to get
access to water and sanitation, is expected to
satisfy this need. Thus, we will contribute to raising
living standards for them and their families and to
reducing risks to their health and degradation to the
environment.

5,008 entrepreneurs benefited* in 2020

UsSD 14 M disbursed in 2020

* 4,750 clients to whom a loan was granted in 2020 to finance
improvements to their home's hygiene and sanitation arrangements.
The remainder are clients financed to develop an activity linked to water
treatment, purification or distribution, or wastewater disposal.

Water.org clients**

Clients served

14,716

10,338

4,750

415
2017 2018 2019 2020

** 4750 clients financed so that the y can upgrade hygiene and
sanitation in their homes with the help of water.org

water.org’
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Our contribution to the Sustainable Development Goals

iUl SDG 8 ¢ We provide services that promote

ECONOMIC GROWTH

their economic growth

Les ofrecemos servicios que promueven su crecimiento econémico

We put entrepreneurs at the heart of our work and O
stay with them, offering them financial products
and services, advice, and training to create the
conditions for their progress to be sustained over
time. Job layoffs have been a business adaptation
measure to cope with the crisis. Nevertheless, 1in 6
entrepreneurs employs other people.

1in every 6 clients

Employs other people from their
community in their business

The profits from their businesses enable them to

bring up their families and drive development in

their communities.

596,771 entrepreneurs benefited* in 2020

UsD 1,055 m disbursed in 2020

* Clients to whom a loan was disbursed during 2020.
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Our contribution to the Sustainable Development Goals

10 2o SDG 10  Reduced inequalities

INEQUALITIES
A

(=)

h 4

to grow their finances

We help our clients to escape poverty and to continue

Guaranteeing equal opportunities is a priority for
the Foundation, which brings the financial system
to vulnerable people who had previously been
excluded from the formal banking system, making
use of technology and innovation to be able to offer
them services that are tailored to their needs.

We are close to them: mobile banking, express
offices, industry agreements with other institutions
and our branch network all form an ecosystem,
when banking agents are included, that brings
finance to all population segments. Furthermore,
loan officers take digital technology straight to
entrepreneurs in the form of their tablets, so that
they can carry out all the transactions and become
familiar with new technologies, closing the digital
divide, over time.

596,771 entrepreneurs benefited* in 2020

UsD 1,055 M disbursed in 2020

* Clients to whom a loan was disbursed during 2020.

Because of the 2020 crisis, our efforts have focused

on funneling government aid packages: state
subsidies have been delivered to almost
500 thousand homes, for a total of USD 119M.

For more details, see Our response to CovID-19.
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Our contribution to the Sustainable Development Goals P

17 smmsons SDG 11 « Make cities and population centers inclusive, safe,

AND COMMUNITIES

resilient, and sustainable

ﬁaéﬁ We help people to upgrade their home and their basic services,
contributing to a higher standard of living

Access to basic services, insufficient in many 24,916 clients
countries, is a first, essential step to reducing improved their housing conditions
vulnerability although this has not been a priority in
2020, because of the pandemic. Economic recovery
and the new needs it entails are likely to increase
demand for these services. We are implementing
iInnovative financing mechanisms so that clients
can upgrade their homes and businesses. 13,940 entrepreneurs
work in SDG11-related activities

768 clients improved their
home sanitation arrangements only

SDG 11 activity % clients Housing solutions
Construction 58% Clients with credits disbursed, by year
Transport & deliveries 16%
Social services & medical care 11%
L . 48,842
Water, energy & sanitation utilities 9%

Others 7%

39,282 entrepreneurs benefited* in 2020 22 518

UsSD 117 M disbursed in 2020

2017 2016 2017 2018 2019 2020
* Clientes a los que se les ha concedido un crédito en 2020 para financiar
mejoras en la condiciones de su vivienda. Se incluyen también clientes
con actividades relacionadas con el acceso a transporte publico, zonas
verdes, espacios publicos seguros, etc.
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Our contribution to the Sustainable Development Goals

19 resronsee SDG 12 - Responsible production and consumption

CONSUMPTION

AND PRODUCTION

m We guarantee sustainable modes of production and consumption

We are driving an ecoefficiency credit line. To this
end we have set up internal actions to rationalize
our own use and consumption of resources. With
the aim of reducing our environmental impact,
we first measured the carbon footprint of our
own activity.

Carbon footprint

tCO,eq emissions
Scope 1
Scope 2 Market-base
Scope 3

2019
526.01
3,049.79
961.22

53

RECICLAL -

S E. C.A

SEMLIEHIMAWIILHHWELM 304572

2020 Difference 2019-2020
201.21 -61.75%
2,461.80 -19.28%
9551 -90.06%

11,208 entrepreneurs benefited* in 2020

USD 20 M disbursed in 2020

* Clients granted a loan in 2020, whose productive activity is related to
repairs, waste management or recycling.
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Our contribution to the Sustainable Development Goals

13 cu SDG 13 « Climate action

ACTION

@ We have adopted urgent measures to combat climate change and its effects

We offer loans that have been adapted to
environmental needs. These include advice and
technical help so that entrepreneurs can build

or renovate their businesses and/or homes
sustainably. This enables them to better withstand
adverse climate shocks.

We train, upskill, and create awareness among our
clients, employees, and society at large, using a
range of methSDG:

1) On-site training for small-scale producers at our
Show Farm. There we provide technical assistance
about climate change mitigation and adaptation
measures.

2) Digital training. We have created a knowledge
community, sustainable events and webinars
focusing on sustainability.

1,447 entrepreneurs benefited* in 2020

UsSD 1 M disbursed in 2020

* Clients granted a loan during 2020 to finance the adaptation of
businesses and homes to the use of eco-efficient energies that mitigate
climate change.

MEDbA and FRA clients

Number of clients to whom credits are disbursed, by year

2.011

1.447

1.108

2018 2019 2020

814 MEDA clients (Colombia)
633 FRA clients (Dominican Repubilic)
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Our contribution to the Sustainable Development Goals

16 PEACE, JUSTICE
AND STRONG
INSTITUTIONS

(L4
0
-

SDG 16 - Promoting just, peaceful and inclusive societies

z We support displaced people and refugees with specific programs

We offer service to people in vulnerability, affected
by violence, conflict, persecution and/or poverty.
The coviD-19 pandemic has exacerbated the
vulnerability facing these populations: from the loss
of their jobs to the lack of access to governmental
subsidies, among other negative effects. The BBVA
Microfinance Foundation pays special attention to
these segments. For more details, see Displaced
people & migrants.

Colombia

The mission of Empropaz is to contribute to peace
in Colombia in partnership with USAID, CMM (¥*)
Colombia and CMM Medellin.

After its implementation in 2018, significant
progress was 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 running
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.

33,409 entrepreneurs benefited® in 2020

USD 56 M disbursed in 2020

Panama
UNHCR, Red Cross and Microserfin 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 in 2020

with the Chilean Jesuit Service for Migrants (SJM
Chile). In the first place, in January 2020, FE set up

the group lending bank Grandes Emprendedores

Migrantes de Linares [Linares Great Migrant
Entrepreneurs], consisting entirely of migrants.

Migrants, refugees & displaced people - servedin 2020

FE's commitment has entailed giving food parcels
to 532 migrants, together with three months’
supplies of food and basic hygiene products for
105 families.

Institution Initiative Clients Amount disbursed usD
Bancamia Empropaz - Productive Finance b3,852 55,373,876
Empropaz - Credit 32,471 55,373,876

Empropaz - Saving 38,206 —

Venezuelans, pilot scheme™ 23 13,677

Total Bancamia 58,856 55,378,239

Fondo Esperanza Foreigners 918 1,146,099
Microserfin UNHCR 16 16,727
BBVAMF 59,790 56,541,065

* Of the 23 Venezuelan clients in the pilot program, 19 are within the Empropaz perimeter.
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1 PARTNERSHIPS

FOR THE GOALS

SDG 17 < Recharging the Global Alliance
for Sustainable Development

@ We push ahead making strategic partnerships to achieve the goals

Ending poverty and financial inclusion are such
huge challenges that they must be tackled, as the

SDG1/ proposes, by a global alliance for sustainable

development. To do that, we work both with local
and global actors based on shared principles,
values, and goals. With our partners, shareholders
in our institutions who bring their skills and
experience in each of the regions in our footprint,

we innovate and transform the sector to contribute

to sustainable development.

596,771 entrepreneurs benefited* in 2020

UsD 1,055 m disbursed in 2020

* Clients to whom a loan has been disbursed during 2020.

>

Financial inclusion

- IDB
In October 2007 we signed a memorandum
of understanding with the Interamerican
Development Bank to drive access to
microfinance services in Latin America through
projects in areas such as good corporate
governance and human capital.

« UNHCR
The UN High Commission for Refugees and the
Red Cross have been working with our institution
in Panama since 2007 to create opportunities for
refugees.

* World Bank - IFC
An MoU was signed in May 2008 formalizing
the strategic cooperation in Latin American
microfinance. In late 2016 the Foundation
committed itself to giving over 2.3 million
disadvantaged people access to a bank account,

as part of the Universal Financial Access
2020 initiative.

56

» Cooperacion Espafriola
The partnership with the Spanish Government's
Office of the Secretary of State for International
Cooperation and for Ibero-america was signed
in September 2014, to carry out joint
microfinance and financial inclusion activities.
This Alliance was strengthened in June 2015 with
the signing of an agreement with Esparia Global
(then Marca Espana).

« UN ECOSOC
In 2016, United Nations awarded the BBVA
Microfinance Foundation special consultative
status on its Economic & Social Council

(ECOSOC).
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kel SDG 17 - Recharging the Global Alliance for Sustainable Development

@ We push ahead making strategic partnerships to achieve the goals

- CAF
Since it was set up, the Foundation has worked
with the Development Bank of Latin America and

this solid relationship was formalized with an MoU
in2017.

« USAID
The United States Agency for International
Development is a key ally in the Productive
Enterprises for Peace program (Empropaz)
that has been working since December 2018 in
the municipalities prioritized in Colombia’s
peace process.

« |CEX EExport & Inward Investment Spain
A cooperation agreement was signed in July 2019
as part of the IMPACT+ program to drive social
development in Latin America.

» Tent Partnership for Refugees
A partnership thatis a call to action to the private
sector worldwide to improve the living standards
of the millions of people who have been forced
to leave their countries of origin. A pilot program
began in September 2019 to help Venezuelan
migrants in Colombia.

- — )

Digitalization

* Microsoft
In April 2018, BBVAMF signed an agreement to
transform vulnerable communities.

« EQUALS Global Partnership
Since April 2020, the Foundation has been a
member of this global partnership that brings
together worldwide players from public and
private sectors and works to reduce the digital
divide between genders.

0 ¢ O ) O
1ifi
Women's empowerment

« UN Women
The Foundation formalized the partnership
with UN Women in 2015 to work towards the
development and inclusion of entrepreneurial
women in Latin America with scarce resources.

* FinEquity
Since 201/, BBVAMF has been an active member
of FinEquity, a CGAP-enabled platform that brings
together organizations from around the world to
work towards financial inclusion and supports
women's empowerment.

« Mastercard Center for Inclusive Growth
The January 2020 agreement with the Mastercard
Center for Inclusive Growth to work in the field of
financial inclusion (women, training, digitalization,
payments, and more) is being rolled out with a
project to support women entrepreneurs in Peru.
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SDG 17 - Recharging the Global Alliance for Sustainable Development

@ We push ahead making strategic partnerships to achieve the goals

Environmental Sustainability

* United Nations Environment Program
An initial MoU was signed with UN Environment
in 2013. Since then, activities have gone ahead
as part of the Microfinance for Ecosystem-based
Adaptation (MEDA) program.

« Habitat for Humanity
Cooperation to enable access to more habitable
housing for vulnerable people in Latin America
was formalized with an overarching agreement
in 2076. In 2019 progress was made in accessing
sustainable and safe homes, with the help of the
Terwilliger Center for Innovation in Shelter.

» Water.org
An initial MoU was signed in 201/ to cooperate in
Peru, subsequently reinforced by another in July
2019 that extends the partnership for access to
water and sanitation in the homes of vulnerable
populations across the entire region.

* [ICA Inter-American Institute for Cooperation
on Agriculture
The partnership was formalized with a
cooperation agreement signed in November 2019
to support rural development in Latin America
through smart, technology-led agriculture.

PARTNERS

Founding NGOs
Shareholders in Microfinance Institutions

Corporacion Mundial de la Mujer Colombia
A non-profit institution operating since 1989 to
improve the living standards of vulnerable people,
especially women, with programs and projects
driving their human and productive development.

Corporacién Mundial de la Mujer Medellin
Set up in 1985 to develop and reinforce women
microentrepreneurs. It provides tools and services
to create, consolidate and sustainably expand
microenterprises, while protecting the families
that are economically dependent on these
occupations.

Adopem ONG
A non-profit organization set up in 1982 to
promote and strengthen entrepreneurship,
together with the social and human development
of its clients and their families by providing
training advice, research, and project execution in
several areas. This generates greater integration
and involvement in client development and a
positive impact on their business growth and
living standards.

ONG SEPAR (Educational services, promotion
and rural support) A non-profit association
created in 1987 that promotes sustainable
development in Peru, particularly in the central
region, with development programs and projects.

Hogar de Cristo
Charitable institution set up in 1944 in Chile that
helps “the poorest of the poor” and those who
are excluded from society. Its goal is to help them
broaden their opportunities for better lives.
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ESG: A sustainable and inclusive path towards 2030

The CcoviD-19 pandemic has caused the greatest
fall in global economic activity since records began.
Furthermore, the impact has been synchronized
across all the main economies in the world, with
the exception of China. Against this backdrop

of extraordinary paralysis, both of activity and
mobility, CO, emissions fell drastically in the first
part of the year. However, this was only temporary;
they began to rise in the second half, finally
returning to pre-crisis levels.

This shows how complicated it is to bring global
emissions in line with the targets set in the 2015
Paris climate agreement. The feat of moving
towards decarbonized societies with inclusive
growth is truly immense.

Over the next 10 years, this challenge not only has
an environmental dimension, but also includes

the social perspective. This is summarized in the
Sustainable Development 2030 Agenda, which sets
out an ambitious plan for prosperity, sustainability,
and peace. Its 1/ interconnected goals have the aim
of leaving nobody behind.

The challenge of moving
towards decarbonized
societies and of inclusive
growth is immense

To achieve these goals, an estimated six trillion
dollars annually across all sectors will have to be
invested. Current investment falls way short of
the scale needed, so as well as state intervention,
the contribution made by the private sector and
investors is critical.

The huge importance of mobilizing the resources
of financial intermediaries to close this gap is
obvious. World financial assets are estimated

at around usbD 200 trillion, which indicates that
financing is available. Nevertheless, until now most
of these resources were not being directed towards
sustainable development at the scale and speed
required.

However, institutional investors have begun to
change their approach, encouraging long-term
horizons on the financial markets and supporting
the efforts to integrate environmental, social and

governance (ESG)! factors in their business models.

Likewise, they are promoting the dissemination of
their investee companies’ sustainability profile, thus
driving changes in the way in which companies are
being managed.

ESG factors indicate whether
a company is sustainable and
operating responsibly, thereby
creating value for society

ESG factors indicate that a company is
sustainable and operating responsibly, thus
bringing value to society. Academic evidence also
shows that ESG factors contribute to efficiency,
productivity, better operating conditions and risk
management in the long term. Investment to reach
the goals associated with ESG provides value to its
investors, going beyond traditional results.

Traditionally, ESG factors have been non-financial
and are often difficult to measure quantitatively.
They generally have a medium- to long-term
horizon and are subject to changes in regulations
and policies. It is a term that is often used
indiscriminately in place of sustainable investment
or socially responsible investment.

The scope of ESG factors can vary a great deal
depending on the industry. So, industries that
depend to a large extent on natural resources
may have different ESG factors or attach more
importance to certain factors than service
industries do.
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Investment in ESG covers three key issues:

- Environmental factors. Companies may be

responsible for negative external effects from
the intensity of their carbon footprint, from their
management of waste and from their part in
exhausting natural resources, resulting from
their activities of producing goods and services.
These impacts may be prejudicial for ecosystems,
the climate and human health, among others.
Investment that respects these environmental
factors means that risks to the environment can
be avoided and/or minimized, and efforts aligned
to conserve natural resources.

Some examples are the reduction of greenhouse
gas emissions, lower carbon footprint, protection
of biodiversity and of water resources, and

a considerable reduction of deforestation.
Compliance with pollution regulation and
agreements, conservation and management of
resources such as water and waste management,
and energy saving practices are all key in
monitoring the impact of companies and of
environmental investments.

ESG: A sustainable and inclusive path towards 2030

« Social factors. The social reach of investment

in ESG refers to the positive impact and
opportunities that a company can create for itself
by being associated with its social surroundings,
as well as managing any social risk. These factors
affect the way in which they use their influence to
benefit society and how society in turn perceives
the company and its reputation.

These factors can be applied more specifically

to different social issues within the company,
such as the labor relations between the firm

and its employees, implementing practices and
standards to protect their safety, diversity, and
equality in the workplace. These values should be
visible in the company's values and include the
assessment of their impact on society.

Finally, although no less important, are those
investments that encourage the inclusion of
segments of society that are excluded in terms of
goods and services such as: finance, healthcare,
connectivity, digitalization, and so on. The key lies
In creating timely and accessible market solutions
that are sustainable over time and really help
these excluded segments.
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« Governance factors. These include a process and

procedural system for the proper administration
of an organization. These factors encourage a
clear organizational structure, with well-defined,
transparent, and consistent lines of reporting, and
one that has efficient procedures for identifying,
managing, controlling, and reporting risks.

Nowadays it is vital for any company
to comply with a series
of sustainable parameters:

E Environmental

To protect and minimize risk to the
environment and to align efforts to conserve
natural resources.

S Social

Arange of a company’s social aspects, such
as its relationship with its employees, and
whether this encourages diversity

and equality; as well as the inclusion of
vulnerable segments.

G Governance

System of processes and procedures
that enable an organization to be properly
administered.
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ESG: A sustainable and inclusive path towards 2030

They also serve as a guide for abiding by standards
and regulations (in-house and external); acting

in accordance with strategic guidelines, mission,
vision, and values; financial efficiency; guaranteeing
long-term sustainability; reinforcing the trust

of stakeholders and promoting a culture of
accountability, ethical and transparent behavior;
and independent management.

They also constitute a governance factor over
ESG initiatives that are developed in companies,
encouraging these to take place.

These environmental, social and governance
practices are becoming a crucial issue for society,
its political representatives, regulators, and
academics. Encouraging sustainable and socially
responsible investment is a priority on the agenda
of companies and long-term investors, narrowing
the gap between the needs set out in the 2030
Sustainable Development Agenda and reality.

In the case of BBVA Microfinance Foundation
and our institutions, the social dimension lies at
the heart of our purpose and our actions. This is
in line with our mission: to drive the sustainable
and inclusive economic and social development
of the most disadvantaged. Our clients 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 have devastating
consequences on their lives.

Aligned with ESG indicators
In BBVAMF and its institutions
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Carbon footprint
Green products

ESG
indicators

Governance
Diversity
Independence
Job dedication

Environment Social-
clients

Social-
Governance employees

Scale

Vulnerability

Financial health
Multidimensionality
Channeling state vouchers

Diversity
Turnover
Mobility

We work to mitigate the factors of financial

and social exclusion, as well as to provide this
segment of the population with a set of products
that enable them to increase their resilience to
climate change, improve their interaction with the
environment and raise their standards of living. We
carry out our tasks within a governance framework
that oversees compliance with our mission and
ethical principles, that establishes appropriate
behaviors to foster diversity, equality and best
labor practices, while leaving the smallest carbon
footprint possible.
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Inclusion

Banked
33%

new entrepreneurs

who take out a loan for the first
time in the formal financial
system (excl. Chile)

N

ik

Displaced persons
Migrants & refugees

44,144

Total clients at 12.31.2020 in
Colombia & Panama

Socilal-clients

ESG: A sustainable and inclusive path towards 2030

Financial health

o

Savings

2,399,909

clients

with savings products at
12.31.2020

Training

401,643

people

receive training
-41% vs. 2019

Development

—

Business growth

52%

raise their income

% of entrepreneurs served in
2020 who improve their
Income

00 00 O

ATTAR,

Jobs
171,883

people taken on

16% of our entrepreneurs hire at
least one employee

63

Multidimensionality

=T

~)

0
Housing & sanitation

48,936

clients

have home improvement & sanitation
products in Colombia, Peru, Dominican
Rep. & Panama at 12.31.2020

Healthcare

32,203

clients

receive healthcare insurance &
medical attention in Colombia, Peru,
Chile & Panama
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Environment

Carbon footprint Green products
0.360 tcozeq 201 2,462 96 14,544
per employee t COz2eq t COz2eq t COz2eq Clients
—62% AAR —19% AAR -90% AAR
2018 2019 2020 o
~ Water & sanitation
Total 5,002 4,537 2,759 T 0
t CO2eq —9% AAR | —39% AAR
Scope 1 Scope 2 Scope 3 -
ﬂ Energy efficiency
e L A
Land-based Electrical Air travel -
fuel & transport energy : Sustainable
iNnfrastructure
The calculation of the carbon footprint includes:
Scope 1: Includes direct Scope 2: Indirect emissions Scope 3: Remaining indirect @ :
PE . | P= < - Recycling
emissions resulting from generated by power stations emissions deriving from activities
activities by BBVAMF supplying energy to BBVAMF occurring at sources neither
Group entities. Group entities. owned by Group entities nor
contrplled by the group, Farming
e.g. air travel. : -
sustainability
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Independence

Separation

President | CEO

Applies to all countries’
Board of Directors

Banco Adopem
Board of Dir.

Non-indep. Independent

63%

Governance

Non-indep.

BBVAMF
Board of Trustees

Bancamia
Board of Dir.

Non-indep. Independent

86%

Microserfin
Board of Dir.
Non-indep. Independent
40% 60%

Independent

50%

Financiera Confianza

Board of Dir.
Non-indep. Independent
14% 86%

Fondo Esperanza

Board of Dir.
Non-indep. Independent
/1% 29%

Diversity

An average of

3 nationalities

on each
Board of Directors/
Trustees

aln

Women Men

Banco Adopem

Board of Dir.
Women Men
38% 62%

65

Women Men

63% 37%
BBVAMF
Board of Trustees

Bancamia Financiera Confianza
Board of Dir. Board of Dir.

Women Men Women Men
4 3% 5% 43% 57%
Microserfin Fondo Esperanza
Board of Dir. Board of Dir.

Women Men Women Men
20% 80% - 100%
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2

>

M Social-Employees
|

Diversity

Age/Nationalities
BBVAMF | Institutions
43 y.o0. 34 y.o.

12 17

Gender

Women BBVAMF Men

58% A42%

Women Men

51% 499,

66

Others
N°® employees/Turnover
BBVAMF | Institutions
48 7609
-4% -9%
Women managers Training
Women BBVAMF Men
30% /0% 72%
67%
Women Men
48% 52%

BBVAMF Institutions
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(E) Environment Measures BBVAMF Aggregate Bancamia Financiera Banco Microserfin Fondo Emprende
Confianza Adopem Esperanza Microfinanzas
Carbon footprint
CO, Emissions (Scope 1) TCO,e 4.31 196.90 2.01 70.14 110.43 0.55 13.77 —
CO, Emissions (Scope 2 —market based) TCO,e 17.27 2,461.80 681.10 431.19 1,224.53 52.15 72.82 —
CO, Emissions (Scope 3) TCO,e 31.83 63.68% 12.61 19.44 4.83 19.96 6.84 —
Total footprint TCO,e 36.14 2,/22.38 695.72 520.78 1,339.79 /2.66 93.43 —
CO, Emission by employee T CO,e/per capita 0.75 0.36 0.22 0.23 1.05 0.34 0.1/ —
Green products
N° clients with green loans % s/total 10,116 1,162 3,093 361 — — —
N° clients with climate insurance N© 4428 4428 — — — — —
(S) Socials - Employees Measures BBVAMF Aggregate Bancamia Financiera Banco Microserfin Fondo Emprende
Confianza Adopem Esperanza Microfinanzas
Employees
N°® employees FTE 48 7,609 3,195 2,302 1,280 216 544 /2
% employees with training % 6/% /2% 97% 92% 2% 96% 5% 1%
Diversity
Female % 538% 51% 52% 46% 43% 57% 33% 63%
Avg. age y.0. 43 34 33 33 36 33 34 39
Avg. seniority y.0. / 6 6 5 / 5 5 3
Nationalities N© 12 17 6 3 3 5 6 2
Work mobility
Total directors/ Total employees % 20.8% 0.8% 0.3% 0.4% 1.6% 4.6% 1.3% 5.6%
Female directors/Total Female % 10.7% 0.7% 0.2% 0.4% 2.0% 3.2% 0.9% 4.1%
Male directors/Total Male % 35.0% 0.9% 0.3% 0.5% 1.4% 6.5% 3.2% 8.7%
Employee turnover* % -4% -9% -9% -5% -14% -19% -12% —-26%
Women directors % 30% 48% 44% 40% 52% 40% 57% 50%
Code of conduct v v v v v v v v
Whistleblowing channel v v v v v v v v
* Incoming - outgoing (employee averages 2019 & 2020). >
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(S) Socials - Clients* BBVAMF Aggregate Bancamia Financiera Banco Microserfin Fondo Emprende
Confianza Adopem Esperanza Microfinanzas
Scale
N° clients 2,612,144 1,422,185 633,166 381,746 14,468 106,583 3,996
Vulnerability
N° clients with a loan 337,947 295,908 253,489 163,503 14,468 106,583 3,996
% newly banked clients 33% 29% 29% /2% 19% — —
% economically poor entrepreneurs 31% 32% 29% 19% 19% 54% S
% economically vulnerable entrepreneurs 31% 34% /2% 31% 32% 91% —
% women 60% 54% 54% 6/% 43% 30% —
% rural 32% 44% 20% 41% 44% 11% —
% primary education, at best 38% 47% 16% 48% 32% 31% —
% migrants & displaced persons 44 144 44116 — — 28 — —
Financial health
N° clients with saving products 2,399,909 1,409,287 616,448 374,174 — — —
People with training 401,648 248,809 49 808 56,708 5,988 40,335 —
Business growth
% entrepreneurs that increase their income 52% 61% 42% 51% — — —
% clients with over 3 loans 64% 59% 55% /4% 54% 33% —
Welfare
N° clients with housing products 40,443 2,449 26,486 10,631 877 — —
N° clients with educational loans 2,993 3 2,543 447 — — —
N° clients with health insurance 32,268 26,479 45,279 — 4311 6,199 —
% clients who employ people 15% 16% 15% 20% 30% 6% —
Government subsidies
N° beneficiaries 470,250 270,000 196,736 3,514
% banked 57% 100% — —
Disbursed amount (usb '000) 119,614 /6,060 41,258 2,296
* Data on clients current at 12.31.2020, excluding banked clients. These are
clients newly banked during the year, who enter the formal financial system
for the first time.
In vulnerability, percentages are for credit clients. The % of people who
generate employment is also from clients with credit. >
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(G) Governance BBVAMF Aggregate Bancamia
Governance
Corporate governance code v v v
Operational rules for Boards of Trustees/
Directors & committees v 4 4
Annual training — v v
Annual activity report & appraisal — v v
Board of directors diversity
Members (n°) 8 7
Nationalities 3 3
Female 63% 43%
Chairwoman 100% 33%
CEO 20%
CFO 6/%
Age range
<50 years old — —
51-60 years old 25% 29%
61-/0 years old 50% /1%
> /0 years old 25% —
Profile
Business administration & executive management 38% 100%
Finance and risk 38% 36%
Microfinance sector 63% 100%
Human resources /5% 43%
Technology & procedures 38% 29%
Sustainability & inclusive development /5% 29%

Financiera
Confianza

v

<\

43%

29%
57%
14%

100%
/1%
36%
/1%
43%
57%

38%

13%
33%
338%
13%

100%
/5%
33%
338%
13%
25%

Microserfin

20%

20%
60%
20%

100%
30%
100%
40%
40%
60%

Fondo
Esperanza

v

v

<\

0%

14%
43%
43%

36%
57%
100%
43%
14%
57%

69

Emprende
Microfinanzas

v

<\

0%

50%
50%

100%
/5%
100%
50%
50%
50%
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Governance (cont.) BBVAMF Aggregate Bancamia
Independence
Separation between President & CEO v v v
% Independent Members / Trustees 50% 36%
Independent Presidents on Committees — 100%
Tenure
<byears 37% 57%
6-10 years 13% 29%
> 10 years 50% 14%
Fulfillment of job responsibilities
Attendance 100% 99%
Remuneration for attendance at board/
trustee meetings (USD) — 600

Remuneration for attendance at committee
meetings (USD) — 300

Financiera
Confianza

v
36%
100%
14%
57%
29%
99%
600

300

Banco
Adopem

63%
100%
25%
/5%
0%
100%

1.500

/750

Microserfin

60%
75%

30%
20%
0%
33%
400

200

Fondo
Esperanza

v
29%
33%

0%
100%
0%
93%
350

200

70

Emprende
Microfinanzas

v
0%
0%

25%
25%
50%
95%

350

200
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Summary of COVID measures adopted in our footprint countries®

Colombia

71

State of Health Emergency
declared, extended and
in force to date

State of Economic, Social &
Environmental Emergency
declared in March, extended
until May

Peru

March

April

May

June

July

August

September

October

November

December

Name of subsidy and financial award
During 2020

Solidarity pay-out

Average income
of usb 70

Nearly tWice

the basic cost of food

usb 70

National Health Emergency
declared,

with quarterly extensions

to date

Declaration of national
state of emergency,
with monthly extensions
to date

* This information is
presented in compliance }8&
with the regulation published
between March st and *
December 31st, 2020.

March

April

May

Phase 1

June

July

August

September

October

November

Phase 2
Phase 2+
Phase 3

Pha

se3

December

Phase

} Phase 4+

K

2, 52

O
2, G2

S
£, &2

OO0
O

®
S NOE

®
2, o=

Q@

®
e NOE

®
2, o=

O

Mobility restrictions during this period

@ Curfew times & days affected

Mobility restrictions (from + to -)

Measures adopted by administrative areas & regions

l:El Restrictions on economic activity (from + to -)

% Subsidies for vulnerable people

@% Financial mitigation measures

Name of subsidy and financial award
During 2020

I'm staying home
Independent voucher
Rural voucher
Universal family bonus

Average income
of UsD 210

nearty fOUr times

the basic cost of food

uUsD 210
USsD 210
UsD 210

usD 210

> Next page
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Summary of COVID measures adopted in our footprint countries®

Dominican Republic

72

State of Emergency
declared, lifted for 20 days
in July, in force to date

March

April

May

Phase

June

1 Phase2

July

August

September

October

November

December

X

O

13h L-S

2, ®

L-S D

L-S D

O

L-S D

£, o=

Lv S-D

L-v S-D

L-v S-D

* This information is
presented in compliance
with the regulation published
between March 1st and
December 31st, 2020.

Bﬁs\ Mobility restrictions during this period

Curfew times & days affected

Mobility restrictions (from + to -)

l:El Restrictions on economic activity (from + to -)

% Subsidies for vulnerable people

@% Financial mitigation measures

Name of subsidy and financial award
During 2020

Stay at home

Help for
Independent
Workers program (Pa’Ti)

Employees
Solidarity
Fund (Phase I1)

Average income
of USD 86

two times

the basic cost of food

USD 120/month
USD 86/month

USD 86/month

USD 86/month

> Next page
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Summary of COVID measures adopted in our footprint countries®

Panama

/3

National Health Emergency
declared, extended and
in force to date

National state of Emergency
declared in force to date

March

April

May

June

July August September October November December

Panama solidarity plan: delivery of support
measures (food parcels, solidarity voucher
& digital coupon) to those affected by the
pandemic to cover some of their basic
basic food needs, hygiene products and
medication.

2 | & | & SE SE
Chile

Health Emergency declared
for a one-year period

Declaration of catastrophic
state of constitutional
emergency, extended every
quarter and in force to date

Since June the restrictions on mobility and
economic activity have been different in every
region, according to the provisions in the
Step-by-Step plan.

* This information is
presented in compliance
with the regulation published
between March st and
December 31st, 2020.

O

|
£,

OENEAGE

———

% |
O 2,622 62262

Curfew times & days affected

Mobility restrictions (from + to -)

%{\ Mobility restrictions during this period

l:El Restrictions on economic activity (from + to -)
% Subsidies for vulnerable people

@% Financial mitigation measures

Name of subsidy and financial award
During 2020

COVID voucher usb 70
Emergency pay-out ushD 352
Protection
for independent
workers Act USD 141
Average income
of UsD 188
Nearly th ree tl mes
the basic cost of food
® o

< Back previous section
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Macroeconomic context.
Latin America: a historic crash

Pandemic?

Latin America has been one of the regions of

the world most affected by coronavirus, both

In terms of case numbers and mortality. In the
countries where institutions belonging to the

BBVA Microfinance Foundation (hereinafter our
footprint3) operate, there were around 3,684,460
recorded cases in 2020.4 In other words, 23.7% of
all cases recorded in Latin America, a proportion of
31,189 cases per million inhabitants.

Although only 1.5% of the world's population lives
in this footprint, to December 2020, 4.4% of the
world's accumulated COVID-19 infections, and
5.8% of the deaths caused by the iliness were
concentrated here, equivalent to 20.5% of all the
fatalities in Latin America. The data give a ratio of
3/9 deaths per million inhabitants, similar to the
rates in Europe and in the United States.

However, even though the region has better
demographics to fight the pandemic —younger
populations, lower obesity rates and trained
immunity— these advantages did not transfer to
lower mortality rates; on the contrary, the weakness
of the region's health systems became all too clear.

While in OECD countries there were b06 hospital
beds for every 100,000 inhabitants at the beginning
of the pandemic, the ratio in the countries in our
footprint was 174 beds. This disparity becomes
more critical as health problems become more
complex. In OECD countries there are 16 ICUs
(intensive care units) for every 100,000 inhabitants,
compared to / per 100,000 in our footprint
countries.

Although only 1.5% of the world's
population lives in this footprint, to
December 2020, 20.5% of covID
deaths in Latin America were
concentrated here

74

OECD countries

506

hospital beds

16 7/

ICU beds ICU beds

Footprint countries

174

hospital beds

for every 100,000 inhabitants
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Macroeconomic context. Latin America: a historic crash

The first confirmed case of COVID-19 in the footprint Positive cases by month in the footprint*

was recorded on March 1, 2020 in the Dominican 2020

Republic; over the next few days others began to

be reported in the other countries. As the caseload

rose, and following the measures implemented in

several European countries and China, restrictions

began to be applied, with declarations of States 465,002

of Emergency, starting with cordons sanitaires 380413
around the affected areas which were subsequently :

in the second half of March affected around 56%
of activities and movements; by April it was 63%.

67.584
Despite social distancing rules put in place to 7105 I
|

668,111

467559
|| 415,994

75

543,587

395,637 ‘

contain the speed of contagion, and measures
designed to reinforce health systems, the latter
were put under huge pressure.

extended to entire countries.
273,468
In our footprint as a whole, the shutdown of
activities and lockdown on people's movements
May

March April June July

Monthly deaths from coviD-19 in our footprint*

2020
Pre-existing conditions of a high degree

of informality in the labor market and high
demographic density in the areas where most of
the vulnerable population live, as well as the lack 21,087

to contain the spread of the virus in the first wave
and to health systems becoming overwhelmed.

August  September October

22,287

12,161

I 9,265

November December

10,428

8,632 I

of a coordinated strategy for diagnostic tests and
12,740
5,277
1,921
139 ]
May

tracking of positive cases, contributed to the failure
March April

June July
* Source: National Health Ministries.

August  September October

November December
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Macroeconomic context. Latin America: a historic crash

In an initial phase, the economic support measures
implemented were too timid for some countries
and introduced late in most of them, meaning that
the measures to restrict mobility were less effective
because of the urgent need to generate income on
the part of the population groups mentioned. In this
phase, on average, there was 20% more mobility
compared to European countries.

Nevertheless, as policies became increasingly
more restrictive and control over citizens' actions
became more exhaustive, there were two effects:
the shutdown of activity and as a result a profound
impact on the economy and jobs, both in terms of
goods and services production and in demand.

As occurred in other regions, the epidemic has
come back in several waves, depending on whether
mobility was restricted or not, and on the opening
up or restriction of activities.

When the restrictions to mobility
are lifted and a good part of the
underlying unemployment becomes
visible, the informal sector could

g0 back to being the labor market's
shock absorber —See Employment section

Mobility in the footprint*
2020

30
20

A
0 v,

76

-10
-20
-30
-40
-50
-60
-70
-30
-90

-100
March April May June July

Economy?

2020 will go down in history as one of the worst
years for the economy in a hundred years, one

in which the entire region not only suffered an
unprecedented health crisis, entailing serious
restrictions on mobility, but also the shutting down
of economic activity to slow down infections. This
affected the normal functioning of productive
enterprises, generating a sharp fall in the
economy's growth rate, with social and productive
impacts that will last in the medium term.

* Source: Google Community Mobility Reports. BBVAMF calculation.

I

August September October November December

As the pandemic expanded across the region, risk
aversion rose sharply on international financial
markets, causing investor portfolios to flee to
safe-haven assets. Subsequently, this aversion
was partly mitigated after the coordinated global
response by major central banks to the pandemic.

The region's central banks called in unison for

a reduction in interest rates. Some of them
accompanied this call with asset-buying measures,
credit support and liquidity supply, both in dollars
and local currency on national financial markets.
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Macroeconomic context. Latin America:

To compensate the significant depreciation of the
region's currencies at the start of the year, central
banks have also adopted measures to stabilize
exchange rates.

In this framework, the region's GDP® fell by 7.9%

in the year. The global, synchronized nature of the
pandemic and shutdowns of activity, the sharp
contraction in international trade and the tightening
of financial conditions triggered a collapse across
the board of economic activity.

After an extreme contraction in March and April,
activity began to recover gradually as lockdowns
were eased. As companies and consumers adapted
to social distancing habits, major support policies
were introduced and global activity began to
strengthen, starting to recover in month-on-month
terms. This is not a normal recession; to a large
extent it has been self-imposed in order to slow the
spread of the virus.

The economies in the countries in our footprint
were impacted by the same factors as those
operating in the rest of the region, with the
concomitant fall in activity amounting to 8.7%.’

* National sources. BBVAMF calculations.
** BBVAMF estimate.

*** Excluding Venezuela.

a historic crash

Real GDP growth*

Variation
3.4% 3.8%
2.80/0 2.30/0 2.50/0
1.9% 1.7%
0.4% 0.8%

-0.3%

-7.9%
-8.7%

2015 2016 2017 2018 2019 2020%**
M Footprint B Latam***
Weight of sectors with social contact

Exposure by direct contact

77

The shutdown of activities left a deeper imprint
on sectors that have intensive contact, such as
wholesale and retail trade, transport and storage,
hospitality and restaurant services, education, the
arts and entertainment.

In our footprint, average direct industry exposure,
because of intensive contact,® whether direct or
indirect, accounts for 46% of sectors.

Although activity in the last three quarters stood on
average 10.9% below the same period the previous
year, the quarter-on-quarter momentum showed
that recovery was positively correlated with the
gradual lifting of health control measures, economic
support programs for household incomes and the
disbursement of part of the social welfare funds.

23%
20%
17%
149, 14% 18% °
38%
32%
280, 29% 26% 29%
Chile Colombia Peru Panama Dominican Republic Footprint

B Direct exposure B Indirect exposure
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Macroeconomic context. Latin America: a historic crash

In the second quarter activity shrank, in quarter-
on-quarter and seasonally adjusted terms, by
11%, while the third and fourth quarters posted
recoveries of /.5% and 6.1% respectively.

The health crisis also had negative effects on
supply, since public health measures entailed the
total or partial closure of numerous companies.
The outcome was a 10.8% contraction in the trade
sector and a 32.3% drop in the restaurant and
hospitality industries. Manufacturing, meanwhile,
contracted by 12.7% and construction by 17.6%.
These last two sectors were affected by the
restrictions suffered by supply chains and by
mobility difficulties.

Worsening terms of trade,® furthermore, have had
serious impacts on economies' revenues because
of their dependence on exports. The contraction

in world demand, particularly in China, one of the
largest consumers and importers of commodities,
played a major role in the reduction of prices in the
first half of the year.

* National sources. BBVAMF calculations.
** BBVAMF estimate.

*** Excluding Venezuela.

Spending*
Real variation
3.8% 3.9%
3.00/0 2.80/02.70/0 3.10/0

2. 1%

1 .40/0 1.10/0

-0.2%

—5.7%
-6.8%

2015 2016 2017 2018 2019  2020%*

M Footprint B Latam***

The collapse of economic activity
in 2020 was so great that, at the
end of the year, income per person
had gone back to where it was

/ years ago

/8

Due to the fall in international demand and the
interruption of supply chains, export volumes of
goods and services fell by 13%. However, the drop
in domestic activity meant that imports fell by 18%,
Improving the balance of trade.

The collapse of economic activity is so great that,
at the end of 2020, per capita GDP in our footprint
was similar to that of 2013. In other words, there
Wwas a seven-year reverse in income per person,
unparalleled in recent history.

Turning to demand, the lack or reduction

of workers' incomes, whose circumstances
prevented them from working normally, and the
rise in unemployment, affected consumption.
Private spending shrank by 5.7%. The reduction
in enterprises' cash flow, together with the rise
In uncertainty, was visible in a sharp reduction in
Investment, with private investment crashing by
18.2%.

The combination of these two effects caused lower
domestic demand, an effect that was partly offset
by net exports. Economies' domestic demand,
which had already been weak in 2019, contracted
significantly, by 10.9%.
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Macroeconomic context. Latin America: a historic crash

All components of domestic demand fell.
Household spending diminished, accounted for by
lower spending in goods and services. Investment
also fell due to the fall in gross fixed capital
formation (GFCF), mainly in construction and other
works and, to a lesser degree, in machinery and
equipment.

Fiscal and monetary policies played a crucial

role in the region's reactivation in the second half
of the year. The first was executed by means of
transfers, subsidies and guarantees for lending
programs. Monetary policy, meanwhile, became
very expansionary, with incentives for private credit
thanks to a speedy reduction —to historic lows—
of benchmark interest rates and to a wide range of
guarantee measures and injections of liquidity.

The slump in activity during the year revealed a
significant negative output gap.'? A negative output
gap happens when effective output is lower than
what the economy is capable of producing at full
capacity. Low demand and, in consequence, lower
prices, denote idle capacity'! in the economy.

Given the idle capacity of the economy, inflation
fell and, in many countries, posted below the target
set for 2020. The wider impact of the deflationary
forces associated with depressed activity and with
the moderation in commodities prices offset the
inflationary pressure of the supply shock and the
currency depreciations experienced in the major
economies.

Against this backdrop, in 2020, average inflation

in Latin America'? fell by 1.5% from 2019, closing
the year at 5.7%. In our footprint, inflation stood at
1.8%, the lowest in our data history, with sharp falls
in all countries except for the Dominican Republic,
where it rose. As a result, monetary policy rates fell
to historic lows in all countries, a consequence of a
great deal of slack in the output gap.

In our footprint, inflation fell sharply
in all countries apart from the
Dominican Republic to an average
of 1.8%, the lowest since data
collection began

Inflation®

Variation

1.2%

5.6% 5.7%
4.7%

1.8%

2015 2016 2017 2018 2019  2020%*

M Footprint B Latam***

* National sources. BBVAMF calculations.
** BBVAMF estimate.

*** Excluding Venezuela.
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Macroeconomic context. Latin America: a historic crash

Employment’s

In Latin America the average rate of unemployment
rose from 7.9% in 2019 to 11.6% in 2020.74 This
was attenuated by the significant number of people
who left the work force, i.e. stopped looking for a
job. This has meant that the unemployment rate

Is actually underestimated, because of the drop in
both the participation rates and occupation.

A large number of people chose to become inactive
iInstead of looking for non-existent jobs that the
pandemic had eliminated, and this contributed to
moderating the effect on the unemployment rate.

The participation rate fell by 5.4%, while occupation
was down by 6.1%. This implies that around 12%

of jobs in the region were lost, excluding large
numbers of people from the labor force.

One factor that has prevented an even greater loss
of jobs in the short term has been keeping labor
links alive. This was achieved by setting up work
furloughs, compensated by some kind of financial
provision or subsidy.

* National sources. BBVAMF calculations.
** BBVAMF estimate.

80
Unemployment*
% of labor force
17.8%
13.7%
11.6%
9.2%
5.0% . 74%
o 9%
I 5.4% o
Women Men Total
W 2017/ B 20719 H 2020**

If this group of people leaving the work force had
not been furloughed, and if policies designed to

support jobs and incomes had not been put in

place, the unemployment rate would have been as
highas 21.2%.

The same factors were present in our footprint;
even so, the unemployment rate rose by 6.3%,

posting at 13.7% in 2020. This is the result of
impairment in the labor market in all countries,
particularly in Panama, Colombia and Peru, and to a
lesser degree in the Dominican Republic and Chile.

All countries have shown that they are vulnerable to
the shock of CoOvID-19, due to the small proportion of
workers employed in activities which can be done
remotely.

If policies designed to support jobs
and incomes had not been put in
place from the beginning of the
pandemic, the unemployment rate
would have been as high as 21.2%
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Macroeconomic context. Latin America: a historic crash

At the end of the first semester, 5.4 million more
people had become unemployed. Nevertheless,
the exit of 4.7 million members of the active
population because of the fall in the participation
rate, the gradual recovery of activity in the second
semester, and the measures adopted to maintain
employment, meant that the year closed with

3.5 million newly unemployed, of a total of /.3
million people without an occupation. If the

2019 participation rate had been maintained,

the unemployment rate would have been 22.6%
(compared to the actual 11.6%).

The global participation rate fell by 5.3%, dropping
from 65.9% to 60.6%. Similarly, there was a gender
gap of 23.6% between men and women, with
participation at 72.7% and 49.1% respectively, that
s, a slight widening of the gap since 2019. Although
the reduction in the participation rate has been
similar among men and women, in relative terms

it has hit women harder because of their previous
lower participation rate.

The number of women engaged in jobs that require
more personal interaction, such as retail trade,
restaurants, caring for people and tourism, is much
higher than men, and these jobs lend themselves
much less, or not at all, to remote working, so they
are more prone to becoming unemployed.

Women's employment in the sectors where there
s greater physical contract, and as such a greater
risk of catching the virus, is over-represented,
accounting for around 65% of women's
employment.

Women tend to do more unpaid domestic work
than men, a reality which has only intensified during
the pandemic. During this period, unpaid care work
has increased: children are not at school and need
more help in keeping up with their school activities.

This greater dedication to unpaid work explains
to a large degree the slow rate of recovery of
women's jobs. The situation is particularly acute
when the woman is the secondary source of the
family's income, because of the high direct costs
to households of paying for third parties to look
after their children and the difficulties caused by
the pandemic in these parties being able to do so,
leading to many women staying at home to look
after their families.

31

Women's unemployment posted at 17.8%, while for
men it was 11.6%. Although women only account
for 43% of employment in our footprint, they have
suffered b8% of total job losses.

Sectors with higher physical contact, and thus
more affected by social distancing, not only
employ a greater proportion of women but in many
cases do so in the informal sector, where both the
remuneration and qualifications required are lower.
Most women in these sectors are self-employed or
own microenterprises.

Although women only account

for 43% of employment in our
footprint, they have suffered 58% of
total job losses
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Macroeconomic context. Latin America: a historic crash

Job losses have been widespread in both the
formal and informal sectors. Unlike other crises
where informal employment in the event of losing
a formal job enabled people to earn some kind of
living, on this occasion the physical distancing and
mobility restrictions have limited the role of the
informal economy as a temporary compensation
mechanism.

In the first part of the year the drop in informal
employment was even more brusque than in the
formal sector, with the resulting fall in the rate of
jobs in the informal economy. As the lockdown
measures and mobility restrictions began to ease,
informal employment began to return and self-
employed jobs grew. At year-end, this could be seen
inthe 1.1% rise in the rate of informality. 52.2% of
men's and 56.3% of women's employment was
informal in 2020.

When mobility restrictions are lifted and a good
part of the unemployment, suppressed until then
by job conservation and support policies adopted
in 2020, surfaces, the informal sector may return
to being the labor market's shock absorber, helping
to prevent the increase in unemployment. The
labor informality rate will tend to increase in 2021,
which will have a negative impact on employment
conditions.

* BBVAMF estimate.

Informal employment*

Variation

32

56.3%

55.0%

52.3%

55.4% 55.5%
55.0% 52.1%
53.9%
o 53.3%
52.9%
52.1%
51.8%
51.4% 51.5%
S
LO
é
@
2016 2017 2018 2019
B Women B Men B Total

Unlike other crises, where informal employment
facilitated income generation to partially replace
formal jobs, on this occasion physical distancing
policies and mobility restrictions have limited
the role of informal employment as a temporary
compensatory mechanism

2020*
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Macroeconomic context. Latin America: a historic crash

Poverty and inequality's

In 2020 monetary poverty in our footprint stood

at 29.9%, which implies that around 34.7 million
people were in poverty at the end of the year. This
represents an increase of 4.5% over 2019, meaning
that the ratio has reverted to 2013 levels.

In the last year, around 5.7 million people entered
poverty, whereas 4.9 million avoided it in the short
term. This is due to a series of measures that

were adopted: new transfers, in money or in kind,
iIncreased cover, bigger sums in the case of existing
monetary transfers and job support policies, among
others.

Social spending increased in response to the
pandemic, with most of it executed in the second
quarter due to the urgent need to protect the
income and spending of affected families. This
spending represented, on average, 1./75% of GDP

in 2020. Without these policies and cash transfers,
the proportion of people in poverty would have been
33.9%.

* National sources. BBVAMF calculations.
** BBVAMF estimate.

Monetary poverty*

Variation

29.7%

27.4% 6.4
A% 26.0%
‘ ‘ ‘ 24 8% 25‘2/

2015 2016 2017 2018 2019  2020%*

Around 5.7 million people entered
poverty over the course of the year,
Thanks to mitigating measures
adopted, 4.9 million managed to
avoid it in the short term
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When quantifying the contributions to the
variations in poverty, each component has been
broken down based on the variations recorded in
household income per capita and the changes in
distribution to income per capita.

When these are divided into components, the fall
in employment and wage losses from fewer hours
worked increased poverty by 8.7% from 2019
because of the income effect. The redistributive
effect of the policies adopted to protect wages and
of social spending, meanwhile, have reduced this
percentage by 4.2%, resulting in a net increase in
poverty of 4.5% in 2020.

A further part of the impact is reflected in the
composition of poverty. Approximately 8.9% of the
population is in extreme poverty, thatis, 10.4 million
people. Nevertheless, the policies adopted have
prevented the shock from being even greater in this
segment.
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Macroeconomic context. Latin America: a historic crash

By gender, the greater effect of the pandemic on
women is reflected in an unequal impact on poverty.
While the 2019 poverty rate was 12.7% higher

for women of working age than men of the same
segment, this gap widened to 15.8% in 2020; the
estimated number of women in poverty in 2020

for every 100 menis 115.8. This gap is even wider

in extreme poverty, where the indicator is 119.3
women for every 100 men.

In geographical terms, although the social
distancing measures have had a greater impact on
urban zones, the poverty gap between rural and
urban areas continues to be an important one, with
a 16.5% difference between the two, and a poverty
rate in rural areas in our footprint of 40.3%.

When we look at the scars the pandemic has left on
households, it is helpful to see how the distribution
changes. The greatest impact on employment
destruction is in the poorest segments, with an even
greater loss of income in this segment compared

to less poor segments. The gap between both
segments is 32%.

Rise in inequality in our footprint

Gini Index

0478 0.503

2020

Poverty in the footprint
and contribution to poverty reduction
By aid policy in 2020

33.9% 1.2%

I 1.2%

I 0.8%
I 1.0%

I 29.7%

=27%

Base

Poverty Public policy Poverty
without aid  factors that with aid
reduce poverty:

B Keeping one's job
B New money transfer
B Increased coverage

B Increase in the
amount of existing
monetary transfers
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Variation in poverty
2019-2020

8.7%

4 5%
-4 2%
Drop in labor Effect of distribution Net effect
iIncome & employment on poverty

S0, we can see that income distribution has
become even more unequal: in 2020 the Gini'®
Index went up to 0.503 in our footprint, from 0.4/8
in 2019.

It is important to point out that this increase in
iInequality has occurred because the cash transfer
programs to mitigate the impairment of household
Incomes resulting from the pandemic were
iInsufficient to counteract its greater impact on
segments with lower incomes.
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Macroeconomic context. Latin America: a historic crash

Impact on microenterprises

The pandemic has shaken the productive and

business structure in our footprint, countries where

that business structure is very diverse.

Large corporations make up only 1.2% of all
enterprises, concentrated in a few production
activities and commodities processing, such
as copper, oil and fishing, together with some
capital-intensive services, mainly electricity,

telecommunications and institutions in the financial
system. However, these large companies account

for 35.5% of all employment.

Small and medium enterprises make up 15.7%
of the total, employing 35.9% of workers,
while microenterprises represent 83.1% of all
undertakings and 28.6% of employment.

These two categories —SMEs and
microenterprises— account for 98.8% of the

productive infrastructure and generate 64.7% of
the jobs. Microenterprises tend to work in sectors

requiring greater physical contact and their

productivity is lower than that of large corporations.
This means that it is they who have suffered most

from the shutdown of activities, experiencing
greater difficulties in working remotely and

limitations in their capacity to adapt and implement

health protection measures.

Structure of enterprise in the footprint

12.4%

3.3%
1.2%

B Small enterprises
B Medium-sized enterprises
B Large corporations

83.1%

B Microenterprises

Structure of employment in the footprint
20.7%
15.2% ‘ ‘ ‘ ‘ ‘ [
35.5% 28.6%

B Small enterprises B Microenterprises
B Medium-sized enterprises

B Large corporations
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Macroeconomic context. Latin America: a historic crash

All of the foregoing leads to a greater likelihood
that they have to stop their operations temporarily
or permanently. 23.4% of microenterprises could
close for ever as a result of the pandemic, while
12.4% of SMEs might be permanently affected.
Meanwhile, large corporations are not greatly
affected, because of their nature and industry
activity.

Almost all countries announced support measures
and special credit facilities to finance working
capital to avoid the shutdown of activities and
prevent the resulting full impact on jobs. In the case
of financing, facilities of different types, payment

terms and grace periods have been made available.

These programs have been designed to safeguard
jobs and as support measures to give companies
liquidity and prevent interruptions to the flow of
payments.

These policies have succeeded in softening the
potential impacts in these different areas. However,
most of them last for less than a year. This means
that because the pandemic is going on longer

than initially expected, the negative impact could
deepen, mainly in the segments at the base of the
productive structure pyramid.

% of companies that might close
due to the crisis

m 0.8%
3.1% I
9.3%

23.4%

=70%

Base

Large Medium Small Microenterprises

Microenterprises have suffered
most, finding it more difficult

to work remotely and to adapt
and implement health protection
measures

36

Financial Inclusion

It is likely that the pandemic has provided a

window of opportunity to go further with financial
inclusion. This is despite the impact that it has

had on "traditional” financial inclusion due to the
effect of shutting down activities and curfews,
including closing bank branches and preventing a
significant proportion of banking correspondents
from executing transactions, in compliance with the
restrictions.

According to the BBVAMF Group's own estimates,
based on World Bank data,'” in 2020, financial
inclusion grew in the countries in our footprint.
39.5% of adults were excluded from the financial
system by not possessing an account or any
financial products. However, this ratio has improved
by 9.7% since 201/, with 1.4% of that occurring

in 2020. What is more, this inclusion has been
formalized even more: 98% of those with an
account have it in a regulated financial institution.

The widespread use of cashless payment methods
to reduce the risk of spreading the virus has created
the need to adopt financial services in order to use
digital payment systems.
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Macroeconomic context. Latin America:

This acquired vital significance when channeling
the cash which all countries transferred to lower
iIncome segments, the poorest 40% of households,
who also account for 65% of unbanked adults.

A good part of this segment was included in the
financial system for the first time when they
opened savings accounts in order to receive
these subsidies. The role of the financial system,
and microfinance in particular, in helping to route
resources to these segments, was crucial.

These policies have also had the effect of
governments fast-tracking the development and
adoption of digital financial solutions to minimize
human interactions and limit the spread of the
virus, making regulations more flexible so that bank
accounts and mobile accounts can be opened
more easily, increasing the number of contactless
financial transactions and boosting the take-up of
digital payments.

This progress and jump-starts triggered by the
pandemic have created the conditions for financial
inclusion to move forward faster in the next few
years.

87
a historic crash
Unbanked adults*
% of total +15 years old
72 4%
. 69.0%
62.7% -~
58.1%
53.8% 53.3%
- 49.2%
. 0/0 4480/0 Oo
44.5% 41.9%
39.5%
36.6% 35 19 | l
Women Men Total
W 2011 W 2014 W 2017 W 20719%* W 2020%*

It is likely that the pandemic, despite the
Impact of shutting down activities and
curfews, has provided a window of opportunity
to go further with financial inclusion

* World Bank Global Findex.

** BBVAMF Research estimate. Calculation BBVAMF.
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INntroduction

The magnitude of the shock — both economic
and social - generated by COvID-19 is
unquestionable. Back in early March 2020,
despite the difficulty of estimating the impact
of the pandemic on vulnerable households but
anticipating the restrictions and measures
that would be taken to mitigate this impact,
the Foundation rolled out several initiatives

to underpin the work of our microfinance
institutions in this process (see Our response to
COVID-19 for more information).

Around 17 thousand surveys were conducted
with entrepreneurs from Colombia (Bancamia,
BA), Peru (Financiera Confianza, FC),
Dominican Republic (Banco Adopem, AD),
Panama (Microserfin, MS) and Chile (Fondo
Esperanza, FE) to analyze:'8

» The impact of the COVID-19 crisis on their
businesses and homes

- The measures they have taken to overcome
this crisis;

« Their level of satisfaction with the financial
solutions offered by the BBVAMF Group

institutions; and

 Their capacity to recover

Once two rounds of surveys per country had been

completed —between April 2020 and February 2021 -,

we noted that the impact and measures taken by
entrepreneurs lasted until well after the reopening
of the economies in our footprint. Businesses were
decapitalized and the savings ran out.

Entrepreneurs faced more limitations in accessing
capital. The business adaptations they put in

place do not appear to have been medium-term
iInvestments, but rather temporary stopgaps,

and the search for other sources of income, and
even for work, have been an escape valve that has
entailed greater informality. In short, there has
been a reverse to their progress. For most clients,
their financial situation has weakened, putting their
resilience to the test more than ever.

Our institutions have made available —in many
countries on a massive scale—three or four-month
grace periods at the beginning of the pandemic in
order to smooth financial stress.'® After this period,
assessments were made on a case-by-case basis
as to whether to opt for restructuring, another
grace period or another solution that would be the
right fit for each client. These measures have been
positively received.

39

The surveys have enabled us to build up

more perspective on the situation facing
entrepreneurs, which is different to the perception
from the credit relationship. Payment behavior
does not necessarily reflect the financial reality of
the client and their household, a disparity which has
been made more visible by the pandemic. During
this crisis we have seen clients who, from their wish
to pay, have tried to honor their obligations in spite
of their financial situation. We have also seen that,
due to the climate of uncertainty, entrepreneurs
who were in a position to pay have not done so

in order to generate a buffer that would enable
them to survive if the situation got even worse,
Understanding the reality of each client has

been critical.

Once two rounds of surveys per
country had been completed,

we noted that the impact and
measures taken by entrepreneurs
lasted until well after the reopening
of the economies
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Introduction

This knowledge has enabled institutions to adapt
policies, review priorities with different business
areas (sales, risks), as well as rolling out simple

measures (e.g. logging more than one set of contact

data for each client to make our remote services
more agile).

This has also helped us to continue with the
adjustments that are being made to certain
products and services because of the pandemic
(e.g. reinforcing digital training and encouraging
regular saving). Likewise, it has made it easier
to identify specific initiatives, with the help of
third parties, for supporting entrepreneurs (e.g.
solidarity supply chains, where the distribution of
food through clients who are storekeepers was
coordinated??) to help them adapt to the new
circumstances and even to take on promotional
activities under the institution's name (e.g.
encouraging the sale of masks in Colombia and
Chile, etc).

Our entrepreneurs are taking some time to get
back on their feet in some countries (Colombia,
Dominican Republic and Panama), doing so
quickly in others (Peru and, to a lesser degree,
Chile), but it is heterogeneous by sector. The
depth and duration of the crisis will determine
whether the measures — both those taken by

clients, and those taken by financial institutions

and governments- have enabled vulnerable
households to recover quickly and come out
stronger or whether, on the contrary, they are
more financially stressed and have greater
difficulties in overcoming it. This would mean
a step backward in the progress achieved in
recent years.

Given the scope and length of this pandemic,
the resilience of entrepreneurs —their capacity
to overcome a shock of this magnitude by taking
measures to mitigate it— will depend to a large
extent on the sustainability of the actions taken,
and on external support.

Knowledge about the impact
on clients has enabled institutions
to adapt policies, review priorities
and roll out simple measures
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Introduction

More on the COVID-19 surveys

We carried out 16,881 surveys?' at two
different times, and with different objectives.
Between April and August 2020, the goal was
to discover the degree to which people had
been impacted, whereas between November
2020 and February 2021 we collected data
about their recovery.

The surveys (two per country) were conducted
with entrepreneurs in the five countries where
BBVAMF institutions have a footprint.

Due to the situation generated by the crisis
and the difficulties entailed in contacting
clients, the first survey used different
methodologies depending on the country. The
second was homogeneous and coordinated
centrally by BBVAMF, which made it possible
to ensure quality standards and obtain
results that can be compared across different
geographies and segments. Wherever viable,
we have noted comparisons between the first
and the second surveys.

Bancamia Financiera Confianza Banco Adopem
Colombia Peru Dominican Rep.
coVvID Survey 1: Impact on clients
N° surveys
914 3,118%2 999
Launch date/end
Apr1-30  July 13/ Aug 10 July 23/ Sept 1
COVID Survey 2: Recovery
N° surveys
’ 4,434 4,683 1,005
Launch date/end
Nov 12-30 Nov 10-21  Nov 10 / Dec 31

For further detail, see Methodology Note.

91

The samples have, in nearly all cases, been
representative of the total client base.

The results are presented by country or in
aggregate form (weighted average). If the
analysis is not presented for a particular
country, this is generally due to the lack

of quality in the responses or because the
sample is unrepresentative.

Microserfin Fondo Esperanza
Panama Chile

143 297

July 3-15  July 27/ Aug 10
546 500

Dec 10-22 Jan /7 -Feb 12,
2021
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Women's empowerment Severity of the shock on their businesses

Environment .
Opening

Displaced people & migrants
At several moments during the crisis, many * In Colombia, Dominican Republic, and Chile there
businesses could not continue operating: when was a definite reactivation after the first survey
the first survey was conducted, only 53% of our was conducted; in Colombia, the first survey was
entrepreneurs were active, but by November, 84% in April, at the high point of the crisis, in Chile and
were working, denoting an economic reactivation. Dominican Republic, the first survey was in July.
Another 4% had closed down permanently. There
are some interesting differences by country: * In Peru, by July many of the mobility restrictions

had been lifted, and only 28% of businesses were
closed, although this could also be an outcome
of the high level of informality among these
entrepreneurs.?3

 In Panama, in November the economy still showed
no signs of reactivation; it has been particularly
slow due to the impact and magnitude of the
crisis across the nation
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Degree of impact on businesses and recovery

1 | Opening up of businesses

All clients surveyed

88%

86%
83% 83% 0O 84%
o) o) ? o
872% /I\
50% O
@) 59% o
@) (@) 53%
O 44% 44%
40%
50/0 40/0 20/0 70/0 40/0
O 1%
Bancamia Financiera Banco Microserfin Fondo Total
Confianza Adopem Esperanza
O Apr/Jul O November O Closed down

Sales

In November, 53% of entrepreneurs reported
that sales were still lower than pre-crisis sales

the year before. The impact of the drop in sales
has been less sharp in Chile. This is because the
measures (apparently less severe) have been
applied differently; instead of being nationwide, as

in the other countries, they were adopted by region,

which meant that operability in general has been
maintained more widely.24

2 | Income reduction

All clients surveyed by November 2020

In November the degree to which

93

businesses were open (84%) was
significantly up from July (52%),

but most still had sales that were
lower than before COVID-19

64% 459, 57% 37% 53%
349,
29%
%
32% 2
149
29%
520, 26% ¢ 249,
11%
Bancamia Financiera Microserfin Fondo Total
Confianza Esperanza

B Same B Increased

B Decreased
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Degree of impact on businesses and recovery

3 | Reduction in sales during the COVID period (March to November 2020)

All clients surveyed

86%
0,
88/0 76% © 73%
69% O O
@)
5494,
@)
@) @) o .
0 43%
43% 3994 O —
O 34% %
28%
Bancamia Financiera Banco Microserfin Fondo Total
Confianza Adopem Esperanza

O Income fell O More thanl50%

4 | Panama. Businesses open
November 2020

All clients surveyed by December 2020

710/0 680/0

52%
I 35%
0% 25% 50% 75%
to 25% to 50% to 75% to 100%

Impact on monthly sales in July 2020

5 | Colombia. Businesses closed
permanently

All client closures, by income source

35%
30%
24%
11%
Sole source More Around Less
(100%) than 50% 50% than 50%
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Accumulated reduction

In the accumulated period from March to October,
/3% of the businesses that remained open

had lower incomes, and 37/% were turning over
less than half (compared to the months prior

to the pandemic). In other words, one in three
entrepreneurs had lost at least six months' income
over a year.

This has exposed households to a high risk of falling
INnto poverty. For example, in Panama, of clients whose
incomes in July 2020 had dropped by more than 75%,
only 35% had managed to keep their businesses open
by December of that year, compared to /1% of those
whose losses in July were less than 25%.

Permanent closure

The steeper the fall in sales, the more likely the
closure. 4% of our clients had pulled down the
shutters for the last time by November. [t was
particularly bad in Colombia, Peru, and Panama. For
example, in Colombia, 5% of the businesses that
Bancamia had helped to come about closed for
good. For most people, the business was the main
source of household income.
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Degree of impact on businesses and recovery
Activities are classified by impact, whether they
have closed and how sales have dropped:

Activities as they have been impacted in Colombia, Peru & Dominican Republic

Classified as heavy, significant or moderate impact

Heavy impact Significant impact Moderate impact

Total % Clients 330/0 300/0 370/0

Colombia % Clients 320/0 250/0 430/0

Livestock farming
Mixed farming

Activities « Catering « Catalog sales
Textile (manufacturing & sales)  Transport
Beauty salons « Construction Crops
Itinerant selling « Sale of food (wholesale) Food stores /
Manufacturing « Other (retail & wholesale trade) pharmacies
Food « Other services

« Other prod./transf.

Peru % Clients 330/0 4] %
Activities « Catering « Sales of food (wholesale) « Grocery stores
 Transport » Textile (wholesale) « Cereal farming
« Construction « Others « Livestock farming
- Textile manufacturing « Mixed farming
Dominican % Clients 580/0 2]0/0 220/0
Republic
Activities « Catering « Grocery stores / pharmacies « Beauty salons

« Textile (retail) « Itinerant selling Crops

« Sale of food (wholesale)  Livestock farming Food production
 Transport « Other prod./transf. « Other trade (retail)
« Textile manufacturing « Other trade (wholesale)

« Construction

« Other services
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Degree of impact on businesses and recovery

Although there are variations by country, in general
Wwe can see:

- Grocery stores /mini-markets are the big winners
from the crisis, together with farming; the latter
sector is driven mainly by men.

 The textile trade and food services (catering)
have been the hardest hit. In Colombia these are

managed by poorer entrepreneurs and by women,

while in Peru, they are managed by men, and they
are better off and better educated.

In all sectors women have suffered worse losses

In sales than men, particularly in Dominican
Republic. This is mainly because women are over-
represented in those activities that have suffered
more of a negative impact from the crisis, such as
trade, the manufacturing industry, catering and
restaurant businesses. For further information, see
[COVID-19's impact on women].

Recovery

Entrepreneurs’ reactivation has been evident, both
In terms of reopening and increased incomes.
What is more, on average, 32% of entrepreneurs
whose incomes had fallen between March and
October recovered in November, equaling and even
increasing their pre-crisis sales volumes. Peru and
Chile stand out, with a particularly strong recovery
(39% and 40% respectively).

6 | Entrepreneurs who have recovered

96

The duration of the crisis is going to play a central
role in the total likely impact. Given that it isn't over
yet, depending on the measures or restrictions
applied by governments and the vaccination rates,
the recovery data may change, especially bearing in
mind the sensitivity of the most vulnerable sectors.

One in three entrepreneurs
recovers within eight months

All clients surveyed whose sales fell in the accumulated March-October 2020 period,

and who have equaled or increased them by Nov

39%

23%

1|

Bancamia

Financiera
Confianza

37%

‘“, ‘“'

Microserfin Fondo Total

40%

32%

I

Esperanza
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Degree of impact on businesses and recovery

Therecovery varies according to the country.

In Peru, the clients with bigger incomes are
recovering, among these the predominant activity
Is food wholesaling. In Colombia the clients with
higher incomes are based in the country’'s southern

zone, where they have farming-related occupations.

In general, we can say that clients’ expectations

for their recovery are positive: in Colombia, 51%
said that they could get back to their previous sales
levels in under six months, and in Peru, 53% opined
the same. Given the magnitude of the shock, this is
a sign of optimism.

Half of our entrepreneurs
hope to have recovered in
under six months

/ | Expectations of recovery
All clients surveyed by November 2020

1% 1% 1%

29% 20% 25%
26%
22%

19%
5% @ r----P-----

51%
; | 52%'
i I
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
Bancamia Financiera Confianza : Total :

B <6 months B Don't know, not sure
B > 6 months B May have to close

Adaptation is a predominant feature among
businesses’ recovery plans, that is, changing or
diversifying their activity, followed by applying for
a loan (except for Banco Adopem in Dominican
Republic).

97

8 | Recovery plans

All clients surveyed by November 2020.
Multiple response

32%
12%
24% 34%
15%
’ 5%
o 20%
23% 16%
o1% 11%
45%
22%
17%
Bancamia Financiera Confianza  Banco Adopem

B Refinance
B Others

B Adapt the business
B Apply for aloan

M No plans

Bearing this in mind, it is important to offer services
that are tailored to help entrepreneurs to get back
on track. Lending is one of the first tools required
and is aresponse to the lack of liquidity needed to
buy stock?® although we expect business upgrades
and investments in assets will also be needed.
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Household strategies

To cope with the situation of financial stress, households began to use their savings.
As the crisis became chronic, entrepreneurs turned to different alternatives to make an income.

Impact on saving

Half of entrepreneurs saw their savings capacity
totally wiped out, although this effect softened from
July to November (in Peru it improved by 15 p.p.
and in Dominican Republic by 12 p.p.).2° This figure

shows the serious impact on household economies,

since the client base is essentially that of a saver
(90% have that profile), even though these savings
are modest.

O | Degree of impact on saving capacity
All clients surveyed by November 2020

The correlation between the impact on sales

and the savings capacity of entrepreneurs has
remained: the greater the fall in sales, the greater
the impact on saving. As is the case with sales,
entrepreneurs are optimistic about their capacity
to save: b3% expect to be able to return to saving in
under a year.

9%

39 22% . 10%

98

On this issue, the effect among Colombian and
Dominican women stands out. Their savings
capacity has been more affected because a
higher proportion works in activities impacted

by the crisis (in Colombia, /8% have suffered

a heavy impact, compared to 22% of men, and

in Dominican Republic 81% of women have

been badly affected, compared to 19% of men).
However, the opposite has occurred in Peru, where
32% of women have experienced a sharp impact,
compared to /8% of men.

11% 6% 5%
6% 20%
6% 47% 27 1%
28% 350
330/0 230/0 Y
61%
55% 31%
41% 42% e 9 O O/
24% saver profile
Bancamia Financiera Banco Microserfin Fondo Total
Confianza Adopem Esperanza
B Total B Partial B Not affected M Was not saving
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Household strategies

Diversitying income sources

With the lack of social safety nets?’ in a crisis
environment, clients were forced to diversity their
sources of income, which entailed uncertainty and
volatility about the continuation of their activities.

10 | Diversifying income sources
All clients surveyed by November 2020

The proportion of households with a productive
business as their main source of income fell from
6/% in July to 54% in November. When asked
about these alternative income sources (from
other household members), new activities and
services predominate (46%), and to a lesser
degree, wages (2/%).

99

37% of clients received public grants that varied in
nature depending on the client profile (rural, older
people, etc.), frequency and amount.

With the lack of social safety nets
In a crisis environment, clients
were forced to diversify their
sources of income

.

a N\ N\ N\ \ [ \
849, \
68% 67%
620/0 \ \
57%
51% 54%
380/0 \
31%
27%
Pre-coviD19 Nov. 2020 Pre-coviD19 Nov. 2020 Pre-coviD19 Nov. 2020 Pre-coviD19 Nov. 2020 Pre-coviD19 Nov. 2020
Bancamia Financiera Confianza Microserfin Fondo Esperanza Total

B Main sourse
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Household strategies

Chilean and Panamanian entrepreneurs have
received the most (over /0% were beneficiaries of
grants), followed by Dominicans. In fact, in Chile,
35% of businesses that were closed down received
grants, compared to 68% of those that remained
open. In most cases, the amount provided covered
between two and three basic food baskets.

It is difficult to assess the efficacy of these grants.
In terms of savings capacity, there has not been
a mitigating effect once the state subsidies

were received. 60% of entrepreneurs have seen
their savings capacity completely cancelled,
independently of whether they have received
help or not. This low degree of mitigation can be
explained because these grants likely went to
cover basic spending needs, so the savings client
profile—=90% of our clients fall into this category-
has not been impacted

Nearly half of entrepreneurs
(46%) sought out new
activities or services to
diversity their sources of
household income

Given the difficulty of getting these grants to the
vulnerable population, microfinance institutions
have become strategic allies in distributing them.
In Colombia, Peru, and Dominican Republic, over
470 thousand people have benefited from state
grants. A large proportion of them have been able
to obtain these funds after formalizing deposit
accounts with our institutions.

11 | Alternative income sources
All clients surveyed by November 2020

32%
26%

100

Geolocation tools, the branch network of
institutions across territories and speed of
distribution have been key in delivering the
subsidies. For more information about how the
State grants have been channeled, see [Our
response to COVID-19]

27%

16% 20%
15% 5
0 0 % %
24% 8% 120 15%
59% 34%
46%
45% >7%
36%
18%
90/0 ]10/0
Bancamia Financiera Microserfin Fondo Total
Confianza Esperanza
B State aid B New activities/services B Support networks W Waged
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Household strategies

As the crisis drags on, low-income households’
revenues may fall below pre-CovID-19 levels,
especially once state subsidies come to an end.
Although there are large national aid packages,
reactivating the business in the informal economy is
perhaps the sole mechanism for survival.

Nearly 500 thousand households
received government transfers

Given the difficulty to do
deliver government subsidies
to vulnerable populations,
microfinance institutions
have become key allies

in the distribution of these

12 | Government transfers / State aid
All clients surveyed by November 2020

32%
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Measures taken and
financial solutions offered

Faithful to their lifestyle, and used to the For example, in the case of Microserfin, in Panama,
unexpected, nine out of ten clients used multiple only 40% of clients who had not taken any
strategies to cope with the crisis. The more affected measures were still operating in December 2020,
they were in terms of income reduction, the more compared to 60% still operating who had put

alternatives they sought.2® Their huge efforts, measures in place.
both in terms of adapting (diversifying, changing

their business, digitalization, home deliveries) and

finance (using their savings, formal/informal loans,

support from family members) were very apparent.

14 | Panama. Open for business: 15 | Business adaptation measures

measures taken All clients surveyed by Nov. Multiple response.

All clients surveyed by Nov

4o/
13%

10%

D ) -

13%

6 O O/ 0) 400/0 16% 10%

20%

16%

102

In those cases where they have been obliged to
close the previous business, two are the measures
that have been taken most frequently by the clients:
change of activity, a measure that has been used
mostly in order to start a new business, or the
search for employment. In any case, this highlights
the precarity facing small-scale entrepreneurs.
These measures became more widespread the
longer the crisis lasted.

6%

14%
’ 7%

11%
2%

37%
18%

_________

2%
3% ’

. )
| 1
| 1
Adapted their None 15% 5% | ’ I
. | 0/0 1
[0)

business 8% Aok s 10% i |
4% : :
Bancamia Financiera Confianza  Banco Adopem Microserfin Fondo Esperanza | Total :
| 1

B Change of activity B Diversification B Delivery B Digitalization B Workers laid off
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Measures taken and financial solutions offered

In Dominican Republic we noted that among
those clients where the business was not their
main source of income-and as such was a
small, immature investment-there has been

a greater tendency to look for a job elsewhere.
That is, these entrepreneurs were probably still
at a very early stage of development, which is
why they couldn’t resist the shock. In view of the
circumstances, clients felt forced to look for an
alternative in an informal job market that is even
more precarious.

Looking for a new job is a measure that clients
have adopted in different ways, depending on
the country. It has been an especially common
recourse taken by men in Panama and Colombia
and by young people in Peru and Dominican
Republic.

Although microfinance encourages entrepreneurs
to grow and move on from mere subsistence
activities to microenterprises, and from these to
small and medium companies, this process takes
time and faced with a shock of this magnitude,
this route is blocked.

Business adaptation measures

Since their businesses are their main source of
iIncome, entrepreneurs viewed them as the priority
solution for getting through the crisis. The most
Important measures were change or diversification
of activity, and home deliveries.

Digitalization has not been taken up so much

(11% on average) except in countries with good
connectivity, such as Chile, where 26% of clients
adopted these measures. Unfortunately, many
workers have been laid off in Colombia and Panama
(exactly where most work was to be found), giving
rise to the destruction of informal employment.

In July the adaptation measures became more
widespread, predominating among those whose
iIncomes had been hardest hit. Those who closed
had not taken measures, simply changing their
activity in order to set up another business.

Those who closed, had not
taken measures because
instead they changed their
activity in order to set up
another business

103

16 | Adaptation measures, by impact

All clients surveyed by November 2020.
Multiple responses

Increased 404
their sales

5%

géa 5%

6%

Same 8%
sales

16%

g 17%
S

17%

Decreased 55%
their sales
70%
9 72%
N
73%

Closed 33%
down
7%
5%
3%

B Change of activity
B Diversification

W Delivery
M Digitalization
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Measures taken and financial solutions offered

Unlike the surveys conducted in other countries,
we have not seen the sale of assets taken up by
households as a strategy on a significant scale

in our footprint (in fact it is the least adopted
measure, in just 9% of households), denoting less
vulnerability and/or more facilities within reach

to keep their businesses afloat. It has been used
among the hardest hit clients (e.g. dressmaking)

-
"My business, like so many others, has been

affected by the pandemic. |'ve taken measures
to avoid closing and to be able to work. | work
until To'clock, and only by appointment. | don't
take more than four clients. | am promoting
my business on Instagram and WhatsApp. On
Saturdays | stream live videos with techniques
So my clients can do reductive massages,
exfoliation, etc. to make the most of the time
they have to look after themselves at home.
You can do it! Get up, keep active,

because if I did it
you can too’.

Beauty salon,
Dominican Republic

Differences by country:

104

7

\,

Colombia

« Home deliveries were used
mainly for catering.

- Uptake of digitalization was
good in beauty salons.

« A noticeably high
proportion of worker layoffs
(10%) and sale of assets
(15%).

7

\

Peru

« Good take-up of home
delivery services (in nearly
all industries).

s

Chile

« A higher proportion of
clients have gone digital
(26% compared to the
overall average of 11%).

« Entrepreneurs in the
services sector, the hardest
hit, have experimented the
mos