
 
 

 
 
 

 
 

 

Loan Portfolio Acceleration Fund 

1. Introduction 
and 

intervention 
scope 

ÉLAN RDC focuses on SME finance and branchless banking. Within its SME finance component, 
the program targets two market system changes:  

1. Financial institutions develop and market adapted and innovative financial products. 

2. Consulting companies provide technical assistance in business management to SME owners.  

Financial institutions have shown reluctance to expand their credit services, especially in remote 
areas, despite the availability of risk mitigation tools like training, procedural adjustments and the 

development of adapted financial products. 
 

To mitigate risks and encourage financial institutions to lend faster to less well-known sectors, 
ÉLAN RDC is strengthening the provision of risk coverage mechanisms with the development of a 

loan acceleration fund.  

 
A loan acceleration fund guarantees a portfolio of loans made by a partner to a target borrower 

segment (qualifying borrowers) for which the parameters have been defined but the individual 
borrowers are unknown.  

 

Existing guarantee funds on the Congolese market 
1. AFD (French Agency for Development) – ARIZ Guarantee fund 

a. The Individual guarantee ARIZ covers individual loans ranging from EUR 300k to 4M. ARIZ 

covers up to 50% of the outstanding loan amount (+ interests over a one year period - 

yield of securities). ARIZ takes a commission of 2% of the outstanding loan amount.  

b. The Portfolio guarantee ARIZ covers 50% of the outstanding loan amount of loans ranging 
from  EUR 10k to 300k (+ interests over a year) maturing at 5 years at maximum. The 

maximum outstanding portfolio is to be defined with the bank. The guarantee takes a 

yearly commission of 2% of the guaranteed outstanding amount or a yearly rate of the 
engaged. 

c. It is known that a few banks are using it (Advans Bank, Procredit, Rawbank). 
 

Limitation: the guarantee fund targets Investment credit only, not working capital.  
 

2. ADB (African Development Bank) – African Guarantee Fund for Small and Medium-sized 

enterprises  
a. Provides portfolio and individual loan guarantees to financial institutions in African 

countries to incentivize them to increase debt and equity investments into SMEs.  
b. The fund was to be available in DRC since 2014 but was not yet available when we 

conducted ELAN’s market survey in the 1st semester of 2014.  

c. Covers both working capital and investment loans.  
d. Loan portfolio guarantee: max $2.5M, coverage rate of 50%.   

 
Limitations: The fund by itself does not incentivize financial institutions to lend to sectors targeted 

by ELAN. 
 

3. USAID / DCA guarantee fund 

a. Around $4M per financial institution, for two (Procredit, Finca) in the Kivus 
b. No financing restriction (working capital / investment) 

c. 25% of the portfolio is dedicated to the agriculture sector with an interest in loans targeted 
at women entrepreneurs 

d. Maximum $50k per individual loan 

e. Maturity: minimum 6 months 
f. Coverage: 50% of capital + interest 



 
 

 
 
 

 
 

 

g. Interest rate not restricted 

h. Availability until 2021 
i. Bank pays 0.7% of the outstanding portfolio 

 
Limitation: the fund targets Kivus only.  

 
Justification for ELAN’s proposed fund: 

Limitations of existing funds: 

1. The AFD guarantee fund targets Investment credit only, not working capital. 
2. The ADB guarantee fund targets SMEs in general, without a specific focus on the agriculture 

and energy sectors. Further, the fund by itself does not incentivize financial institutions to lend 
to these sectors. 

3. The USAID fund matches with ELAN’s expectations but only for Kivus.  

 
There is no fund available dedicated to sectors ÉLAN RDC is targeting outside Kivus (agriculture, 

transport, energy). The fund ÉLAN RDC is looking to expand will influence financial institutions to 
lend specifically to targeted sectors, outside Kivus if the beneficiary of the fund is either Procredit 

or Finca.  

2. Intervention 

objective 

The specific objective of this initiative is to facilitate and improve the conditions of access to 

financing granted by commercial banks to micro, small, and medium enterprises and consumers 

in the sectors of agriculture, energy and transport, in the Democratic Republic of Congo. 

3. Systemic 

constraints 

1. Credit procedures 

Lack of SME lending banks: few banks have a lending methodology adapted to SMEs 

characteristics. Also, most DRC banks are not capable of accurately assessing SME lending risk 

and therefore, do not lend to this segment.  

 

2. Asymmetry of information: financial institutions have a limited knowledge of sectors 

targeted by ÉLAN RDC. Also, they have a weak appreciation of risks related to the sector. 

Financial institutions have not developed strategies oriented towards the agro sector or solar 

sector. Also, financial products, lending methodologies and risk mitigation tools are quasi 

inexistent and not adapted to these sectors. 

 

3. Risk perception: agriculture sectors are perceived as high risk, especially those involving 

river transport or in remote areas (Equateur). Financial institutions are averse to risks and are 

hesitant to lend in unknown sectors. 

 

4. SME’s limited capacities to provide solid guarantees: most commercial banks, except 

SME lending banks, ask for fixed collateral for loans above $10 000 and worth 200% of the 

loan value. Alternative types of guarantees are needed.  

 

5. SMEs do not trust banks and do not know how to build credit files: given the history 

of the banking sector in DRC and the cost of financial services, SMEs often refuse to collaborate 

with financial institutions. In addition, they do not understand they have to adapt to financial 

institutions’ requirements and not the contrary. 

 

Systemic 

constraints 
How do we address them? Effect 



 
 

 
 
 

 
 

 

Credit procedures 

SME lending 

Selection of SME lending banks whenever 

possible (Kinshasa, Goma/Bukavu, 
Lubumbashi) – If no presence, experience and 

flexibility of the bank are sought. 
 

Asset-based consumer credit  
Suggest adapting and decentralizing the credit 

procedures 

 
Suggest automatization of credit procedures 

through credit scoring 
 

Loan portfolio guarantee assistance 

Better collaboration 

between actors 
that understand 

each other. 
 

 

 
Lower minimum 

loan amounts  
 

Increased  

availability of 
asset-based loans 

for consumers (ICS 
& Solar) 

Asymmetry of 

information 
 

Strong SMEs proposed to banks by ÉLAN. 

 
Training for bank employees on targeted 

sectors’ characteristics and risk mitigation tools 
 

Loan portfolio guarantee assistance 

Perception of risk 

reduced. 

Risk perception 

SME’s limited 
capacities to 

provide solid 
guarantees 

Development of financial products with 

innovative guarantee schemes 

Broaden SME 

opportunities to 
access credit 

SME do not trust 

banks and do not 
know how to build 

credit files 

Facilitate relationships between banks and 
SMEs 

Better collaboration 
between SMEs and 

banks 
 

4. Identified 
risks and 

mitigation 

tools 

See annex A-2 

5. Strategy for 

sustainability 

and durability 

The objective of the fund is to catalyse financial institutions to go into new markets. Therefore, 

the programme hopes to achieve this within the lifetime of the fund / programme and the fund 

will be drawn down. If in fact the fund is successful but needs to continue further,  
 

 ÉLAN RDC will study options to transfer the fund to a commercially viable entity. Several options 
will be studied: 

1. Transfer the fund to another and larger one. One option is to collaborate with USAID-funded 

DCA (Development Credit Authority). DCA is planning to develop a guarantee fund for the end 
of 2016. More information from them is to be collected to understand how collaboration could 

be envisaged.  
2. Create a financial institution specifically in charge of managing the fund 

3. Transfer the fund to the ACB (Association Congolaise des Banques) 
 

6. Responsibiliti

es 

ÉLAN RDC 

1. Project facilitation 
2. Loan acceleration fund management 

3. Preparation of the partnership and loan acceleration agreements and signature 

4. Availability of human resources for the development of adapted financial product 
5. Selection and preparation of economic operators 



 
 

 
 
 

 
 

 

6. Facilitation of relationship between banks and SME 

7. Monitoring / support to the bank for the assembly of credit files 
8. Monitoring of loan and client after disbursement, in addition to the bank monitoring  

9. Train banks’ agents on characteristics of targeted sectors 
 

BANK 
1. Provision of requested information for ÉLAN RDC to approve the eligibility of the bank to the 

fund 

2. Review, approval and signature of partnership and loan acceleration fund agreement 
3. Provision of focal points and managers to coordinate the project, participate to trainings 

conducted by ÉLAN RDC and build up credit files  
4. Provision of human resources necessary to develop financial products  

5. Reception of loan application and credit file assessment 

6. Loans disbursement if client’s characteristics are in line with bank’s eligibility criteria 
7. Loan monitoring after disbursement 

8. Provision of necessary information measure key performance indicators 
9. Monthly report to transmit to ÉLAN RDC 

10. Inform ÉLAN RDC of any changes of credit and risk assessment procedures as well as loan at 
risk collection procedures in the course of the agreement.  

7.  Place where 

the pilot will 
take place 

Provinces where ELAN RDC is active 

 



 
 

 
 
 

 
 

 

Annex A-1 : Exclusion List 
 

• Production or trade in any product or activity deemed illegal under host country laws or regulations or international 

conventions and agreements, or subject to international bans, such as pharmaceuticals, pesticides/herbicides, ozone 

depleting substances, PCB's, wildlife or products regulated under CITES1. 

• Production or trade in weapons and munitions2. 

• Production or trade in alcoholic beverages (excluding beer and wine)2. 

• Production or trade in tobacco2. 

• Gambling, casinos and equivalent enterprises2. 

• Production or trade in radioactive materials. This does not apply to the purchase of medical equipment, quality control 

(measurement) equipment and any equipment where IFC considers the radioactive source to be trivial and/or 

adequately shielded. 

• Production or trade in unbonded asbestos fibers. This does not apply to purchase and use of bonded asbestos cement 

sheeting where the asbestos content is less than 20%. 

• Drift net fishing in the marine environment using nets in excess of 2.5 km. in length. 

• Production or activities involving harmful or exploitative forms of forced labor3/harmful child labor4. 

• Commercial logging operations for use in primary tropical moist forest. 

• Production or trade in wood or other forestry products other than from sustainably managed forests. 

• Production, trade, storage, or transport of significant volumes of hazardous chemicals, or commercial scale usage of 

hazardous chemicals. Hazardous chemicals include gasoline, kerosene, and other petroleum products. 

• Production or activities that impinge on the lands owned, or claimed under adjudication, by Indigenous Peoples, without 

full documented consent of such peoples. 

 

 
 

 
 

 

 
 

                                           
 

 
1 https://www.cites.org/ 
 
2 This does not apply to project sponsors who are not substantially involved in these activities. "Not substantially involved" means that the activity 
concerned is ancillary to a project sponsor's primary operations. 
3 Forced labor means all work or service, not voluntarily performed, that is extracted from an individual under threat of force or penalty. 
4 Harmful child labor means the employment of children that is economically exploitive, or is likely to be hazardous to, or to interfere with, the child's 
education, or to be harmful to the child's health, or physical, mental, spiritual, moral, or social development. 

https://www.cites.org/


 
 

 
 
 

 
 

 

Annex A-2 : Risk analysis 

 

Type Description Likelihood Possible consequences Mitigation tools 

Contextual risk 

Political risk Tensions related to elections Medium 
Financial institutions decrease the level of 
disbursements 

Regular political risk analysis 

Implementation of a common strategy 

with financial institutions 

Market risk 

The evolution of national and 

international prices negatively impact 
agriculture sectors 

Medium 
Traders are less interested in purchasing 
products 

Regular analysis of prices 
Development of adapted products 

Regulatory risk 
Central Bank considers ELAN as 

financial intermediary 
Low Delays, inspections Legal due diligence 

Credit risk 

Loan borrower 

default 

Inability or lack of willingness to 

reimburse 
Low 

Financial institutions stop disbursing to 

targeted sectors 

Good preselection and solid analysis of 

clients 

Loan portfolio guarantee fund risk 

Reputational risk Possible bad reputation of partners  Low Negative impact on ÉLAN's reputation 
Partner financial institutions assessment 

procedures 

Moral hazard 
Misuse of fund by any interested 

party (banks, SMEs, ELAN staff) 
Low 

Loans purposefully not repaid / more 

guarantee funds utilized 

Confidentiality clause, communications 
strategy, rigorous evaluation of any 

unpaid loans 

Currency 

exposure risk 

Mismatch between the fund currency 

(GBP) and loans currency (USD, CDF) 
High 

Financial partner are exposed to foreign 
currency appreciation and are not 

interested in the fund 

ÉLAN covers the currency risk exposure 

Concentration 
risk 

Loan portfolio concentrated on one 
bank only. 

Medium 
Risk to use the fund is high if the bank 
faces unexpected problems 

Diversify partner financial institutions 

 


