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Characteristics of the SECO Start-up Fund

1. Unsecured loans for commercially viable investment projects in the private
sector of supported countries (defined by SECO)

2. Start-up projects within the first three years

3. Targeted clients : Swiss SME’s in need for project financing in the supported countries

4. Projects must contribute to the development of the supported countries by

>
>
>

>

5. Favorable terms

Creation of jobs

Training of employees (know how transfer)

Ecological production, education and increase of awareness for
ecological aspects

Positive impact on the trade balance by exports of the goods or
import substitution

6. Only for projects, for which no other commercial financing sources are available



Vorführender
Präsentationsnotizen
Unsecured Loan / Commercially viable. Initially, at SSF’s start 8 ago
Start-up in the supported emerging markets is difficult, because  the Swiss financing instituts are not willing to take the countries risk and usually don’t have the capacities on site to judge a submitted business plan. Means to get financing through a Swiss bank the company has to secure it with the Assets and the operation of the Swiss business. On the other hand for a local bank in the emerging markets a Swiss Start-up doesn’t usually have yet any credentials or track record whatsoever. So, if for example, a Swiss company profits from an SSF credit thanks to which it can buy land or build up a production plant, these assets then can serve as a security to raise a mortgage through a local bank.�Also acquisiton with the aim of development and growth are possible.
SSF is a typical Niche product: Increasingly the availabiltiy for Micro-Finance Products is rising. On the other hand Large-scale products have it easier to profit in specific fields at least from the offering of EBRD, IFC, DEG bank and other institutions as well as the EU Structured Funds (ISPA, Saphard etc.) Some of these institutions claim also to have solutions for SME’s which might be true. Often the relatively laborious and time consuming application procedures just ask too much of SME’s. Consequently, the SSF is a niche product to fill this gap.  ENTREPRENEURS, not CONSULTANTS
The target countries with underdeveloped financing markets: The number of target countries is decreasing in the course of 2007. The increase of FDI’s in some of the emerging markets have contributed tremendously to their economic development, which went along with a development of the financing systems. The settlement of so many italian, austrian and greek banks in Romania (total Western Banks Romania) that offer credits at decent conditions  XYY% and appropriate procedures decrease the necessity of a support through the SSF.
Creation of Jobs is a must, without it no credit (Fund’s performance is Jobs Creation)�Know How Transfer => model projects that are exemplary and repetable�Contribution to the improvement of the Trade balance, which in many of the target countries is needed. �Development by enabling QUALITY PRODUCTS
Favorable Terms => unsecured. Interest rates particularly in the beginning favorable. In Eastern Europe basically 8% auf Euro, without Security nothing goes. Tiefe Belehnung in Emerging Markets
Subsidiarity: SSF No competition for local banks
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Countries supported by the SECO Start-up Fund

South East Europe

Albania
Bosnia-Herzegovina :
KOSo\o CIS C__:ountrles
Macedonia Azerbaijan
Montenegro Kyrgyzstan
Serbia Tajlkl_stan
Ukraine
Latin America Middle East Bain
Colombia .
Peru & Africa Indonesia
Fol Vietnam
Ghana
South Africa
Tunisia

Exceptions for projects in other countries can be considered, if a project can produce an outstanding
development impact. Such countries must belong to the “least developed” up to the “lower middle
income” countries of the OECD.



Vorführender
Präsentationsnotizen
Central America: 7 countries: Costa Rica, El Salvador, Honduras, Guatemala, Nicaragua, Panama, Belize. (ohne Mexico)


Since 13 years: 98 loans granted for CHF 33 million

CHF 166 million of investments mobilized for 11‘000 new jobs
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Loan Portfolio of SECO Start-up Fund

1999 - 2011: 98 loans granted — CHF 33.4 million
33 loans outstanding — CHF 10.5 million

Loans granted by industries
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Loans granted by Regions
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Vorführender
Präsentationsnotizen
Nicht Anzahl Funds ist Kalk.basis, sondern Amount
Portfolio consists of 38 approved funds with an amount of around 11.5 Mio CHF
Average Loan Amount is 290 T CHF, which is rather little but can have a crucial impact whether a project will work out or not
Average Credit capacity per year is around 3 Mio CHF. In average SSF co-finances around 8 projects.
Sectoral distribution of the loans reflects the importance of the agricultural potential in many of the target countries as well as the need for modernization and efficiency / productivity increase. Particularly Eastern Europe and Russia provide of huge areas of fertile agricultural land
The strong weight of Metal processing results from projects in Eastern Europe, particularly in Bulgaria, that has a long tradition in this sector.
Generally spoken, the sector and countries allocation of the projects is driven by the local opportunities in the target countries as well as the “problem situation in Switzerland.
There is a strong variability in the countries and industry allocation of the project. With a credit committment capacity of the SSF of around 2.5-3 Mio CHF / p.a. and a total credit portfolio of around 11.5 Mio CHF, 2 projects with the maximum credit amount of 500T can contribute enough to have a major impact on the statistics above.
Approved Loans in 2006 in the amount of around 3 Mio CHF 
- Assembling Metal components in Bulgaria
- Processing Organic Soy beans in Brazil
- Manufacturing Metal Trailers in Moldova
- Production of Finished Concrete parts in Macedonia
Yarn spinning Mill in USbekistan
Manufacturing Facade elements in Romania
Please get a list of all Projects financed by SECO Start-up Fund att..... 



SSF funded projects by country

CIS:
Georgia - Bottled mineral water
- Canned vegetables & fruits
- Wood processing
Kyrgyzstan - Tourist hotel
Russia - Heating system

- Fish processing
- Window frame manufacturer

- Wine

- Potato chips production

- Garage door assembly

- Motion capture and 3D animation

- Milk farming
- Pig farming
- Repair workshop

- Farming (potatoes, cereals)

[Turkmenistan - Dyeing of socks

Ukraine - Metal processing - Oil sludge teatment
- Milk farming - Wood pellets
Uzbekistan - Yarn spinning

South - East Europe:

Bosnia-H.

Bulgaria

Kosovo

Macedonia

Moldova

Poland

Romania

Serbia

- Garment factory (shirts)
- Furniture factory

- Wood processing

- Beech-wood processing - Metal fittings

- Wood machines - Metal part manufacturer

- Furniture factory
- Food distribution

- Wood pellets

- Software development - Sanitary installation
- Concrete parts - Windpower turbines
- Trailer manufacturer

- Wood furnaces production
- Payment system - Cosmetics distribution
- Electromechanical components - Diary

- Spices for meat processing - Valvet

- Ultrasonic welding - Poultry production

- Optical lenses - Wood pellets

- Natural stone processing - Gastro-furniture

- Furniture factory




SSF funded projects by country

Asia:

China

India

Indonesia

Nepal

Vietnam

- Pen-ball production
- ‘Micro-tunneling’ research

- Wastewater treatment & processing
- Precision turned parts
- Measurement instruments

- Sterilization of herbs

- Powder for metal parts

- Pilot project on Yarn spinning

- Container transport system

- Boogies for Indian Railways

- Clinical diagnostic reagents

- Lignin production
- Waste recovery
- Feasibility study hydropower plant

- Raspberry plantation

- Feasibility study e-business
- Meat processing, sausage prod.
- IT hardware

Latin America:

Argentina

Brazil

Peru

Africa:
Burkina Faso

Cameroon

Egypt

Ghana

Ivory Coast

Morocco

Rwanda
South Africa

Tanzania

Tunisia

- Preparation sustainable forestry
- Production of shrimps
- Remediation of soil contamination

- Photo-voltaic cells
- Scallop processing

- Wood products from sustainable forestry

- Mango vinegar production
- Dried fruit processing

- Wireless Internet access

- Billing services for telecommunication

- Mango production & processing

- Hors-sol tomatoes
- Hydro-culture indoor plants
- Waste Management

- Building material

- Oil absorption technology
- DNA-sequencing and DNA-synthesis

- Specialty coffee
- Photo-voltaic billboards

- Organic dates

- Restaurant chain
- Organic soy beans

- Gold mining

- Small hydro power

- Papaya production

- Safari lodge

- Tourist hotel



Typical SSF Project Development

FINANCEcontact involvement:

coaching and monitoring, visits and coaching

SSF application
~~ Sales planned

Sales realised

Investments
funding:

Investments

additional funding:

local Banks

5 6 7 8 ./
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Loan conditions of SECO Start-up Fund

1. Meeting Eligibility Criteria:

Eligible country

Swiss residency of the borrower

Private sector investment

Loan amount up to CHF 500’000 with the borrower at least raising 50% of
initial investment costs

YV VYV

2. Show business viability of the project
as well as financial and management capacity of the projects’ promoter

3. Loan Repayment within 5 years
4. Interestrate based on the Swiss Export Base Rate (13/3% as of April 2011)
plus an increasing risk premium. Thus the current interest rates is

23/3% p.a. for the 15t year and will reach 63/3% p.a. in the 5" year.

5. Development Impact and social factors of the planned investment



Vorführender
Präsentationsnotizen
Eligible country - defined and yearly updated by SECO�investor must reside in CH - co-borrowers with domicile abroad possible�Loan use not for paying working hours of the project promoter / (also investment in kind possible, except for working hours) Loan Use for Fixed Assets and Working Capital) �Borrower has to raise 50% (EK and CH loan), bank loan on the local market are not credited�BOT also possible (waste incineration ) – SSF reluctant towards projects with participation of governement => transparency, corruption, distortion of competition. SSF has neither the financial nor personal resources to carry out projects of that size and complexity properly.�
Completeness BP, Credibility of the Assumptions, Investment environement, Market - Competitors - Analysis, Technical feasibiltiy, Supplies, resources, organisation, ROI  =>Allows the operative cash flow of the project a payment of the interest and an amortisation of the loan within 5 years? Financial and management capacity of the project promoter => Commitment, Reputation, Risk taken by borrowers,
IR - günstig oder nicht?
Creation of Jobs, Know how transfer, Creation of value added, Environmental impact, social acceptability�Project should have a positive long-term impact on the target country’s development. No harmful environmental effects or negative social consequences should result from the project.
JV is possibly: SSF wants to ensure that the Swiss Investor really has the controll over the project, that he can protect the investment and make sure that the project purpose can be implemented. Sometimes even 51% equity are not enough to ensure this. �Basically also a Swiss Project Promoter in a Joint Venture with an equity of 30% is fully liable for the whole credit amount.
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Role of various Bodies involved in SSF

Client

project sponsor

loan

agreement

SECO

decision

submission documents - application

—_—

coaching for structuring project

= L

disbursements - monitoring

reporting - repayments

—_——————————————>

personal presentation

recommendation

I

FINANCEcontact

selection, evaluation
and submission

application § documentation

Experts
Committee

appraisal
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Vorführender
Präsentationsnotizen
Eligible country - defined and yearly updated by SECO�investor must reside in CH - co-borrowers with domicile abroad possible�Loan use not for paying working hours of the project promoter / (also investment in kind possible, except for working hours) Loan Use for Fixed Assets and Working Capital) �Borrower has to raise 50% (EK and CH loan), bank loan on the local market are not credited�BOT also possible (waste incineration ) – SSF reluctant towards projects with participation of governement => transparency, corruption, distortion of competition. SSF has neither the financial nor personal resources to carry out projects of that size and complexity properly.�
Completeness BP, Credibility of the Assumptions, Investment environement, Market - Competitors - Analysis, Technical feasibiltiy, Supplies, resources, organisation, ROI  =>Allows the operative cash flow of the project a payment of the interest and an amortisation of the loan within 5 years? Financial and management capacity of the project promoter => Commitment, Reputation, Risk taken by borrowers,
IR - günstig oder nicht?
Creation of Jobs, Know how transfer, Creation of value added, Environmental impact, social acceptability�Project should have a positive long-term impact on the target country’s development. No harmful environmental effects or negative social consequences should result from the project.
JV is possibly: SSF wants to ensure that the Swiss Investor really has the controll over the project, that he can protect the investment and make sure that the project purpose can be implemented. Sometimes even 51% equity are not enough to ensure this. �Basically also a Swiss Project Promoter in a Joint Venture with an equity of 30% is fully liable for the whole credit amount.
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Loan granting procedure takes about 3 months

Review of submitted documents
»  Business and financial plan
»  Legal documents
»  Financial statements /status of borrowers
Review of business environment
>  Interview with project sponsors
»  Country, market, technical inquiries
Application sheet and fee (1% of requested loan, minimum CHF 1’000)

Expert Committee 6 independent experts — about 6 meetings per year
express opinion about credit-worthiness of project to SECO

Loan agreement with SECO followed by planned disbursements

Monitoring — communications — visits — all administrative work by FINANCEcontact

11


Vorführender
Präsentationsnotizen
Eligible country - defined and yearly updated by SECO�investor must reside in CH - co-borrowers with domicile abroad possible�Loan use not for paying working hours of the project promoter / (also investment in kind possible, except for working hours) Loan Use for Fixed Assets and Working Capital) �Borrower has to raise 50% (EK and CH loan), bank loan on the local market are not credited�BOT also possible (waste incineration ) – SSF reluctant towards projects with participation of governement => transparency, corruption, distortion of competition. SSF has neither the financial nor personal resources to carry out projects of that size and complexity properly.�
Completeness BP, Credibility of the Assumptions, Investment environement, Market - Competitors - Analysis, Technical feasibiltiy, Supplies, resources, organisation, ROI  =>Allows the operative cash flow of the project a payment of the interest and an amortisation of the loan within 5 years? Financial and management capacity of the project promoter => Commitment, Reputation, Risk taken by borrowers,
IR - günstig oder nicht?
Creation of Jobs, Know how transfer, Creation of value added, Environmental impact, social acceptability�Project should have a positive long-term impact on the target country’s development. No harmful environmental effects or negative social consequences should result from the project.
JV is possibly: SSF wants to ensure that the Swiss Investor really has the controll over the project, that he can protect the investment and make sure that the project purpose can be implemented. Sometimes even 51% equity are not enough to ensure this. �Basically also a Swiss Project Promoter in a Joint Venture with an equity of 30% is fully liable for the whole credit amount.
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Benefit of funding through SECO Start-up Fund

Liquidity

Co-financing

No risk premium

Network

Underdeveloped

Support

Liquidity or bank facility of the Swiss borrower is not affected by the
new operation in an emerging market country

May facilitate co-financing through a local bank

Loans in High Risk Countries without charging a specific country risk
premium.

Broad SSF / Swisscontact network may help to arrange contacts to
other funding partners, embassies, chambers, business consultants
and Investment Promotion Agencies

SECO, Swisscontact and SSF are particularly inclined to foster
projects in underdeveloped regions and economies in transition.

Each team member has more than 10 years of expertise in business

development in emerging market countries and can offer valuable
advice and support.
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Vorführender
Präsentationsnotizen
Local bank considers SSF as Equity as they don’t need to share the claim for the collateral.
SSF is a subordinated loan but is higher ranked than equity.
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Obstacles during project implementation

Sales delayed

Skills of workers

Customs clearance

Authorities

Supplier quality

Implementation

potential clients delayed orders or asked for different assortment

more difficulties in recruiting the required skills of workers;
more time to raise productivity to the expected level;
expensive and time-consuming public transport to the factory

takes 3-5 weeks until imported goods are released,;
complicated procedures (no routine work); uncooperative attitude

when applying for SME support more restrictive than advertised;
most of local general manager’s time to find solutions for a
multitude of administrative hurdles

lower quality of locally supplied material not reflected in lower price;
(now sourcing in whole EU instead - but at new payment conditions);
quality equipment still to be sourced from Switzerland

more time-consuming and more expensive than planned and expected
requires sufficient financial reserves and management capacity.
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Vorführender
Präsentationsnotizen
Local bank considers SSF as Equity as they don’t need to share the claim for the collateral.
SSF is a subordinated loan but is higher ranked than equity.






Contact SECO Start-up Fund

www.finance-contact.ch

Andreas Ragaz

Reinhard Behrens

FINANCEcontact Ltd.
Ddéltschiweg 39

www.secostartupfund.ch

Tel. +41 79592 97 71 (Mobil)
Tel. +41 44 454 17 81

E-Mail: ragaz@finance-contact.ch

Tel. +41 76 430 49 03 (Mobil)
Tel. +41 44 454 17 80

E-Mail: behrens@finance-contact.ch

CH-8055 Zurich Fax +41 44 454 17 97

14



	Foliennummer 1
	Characteristics of the SECO Start-up Fund���
	Foliennummer 3
	Foliennummer 4
	Loan Portfolio of SECO Start-up Fund
	Foliennummer 6
	Foliennummer 7
	Typical SSF Project Development
	Loan conditions of SECO Start-up Fund 
	Role of various Bodies involved in SSF 
	Loan granting procedure takes about 3 months 
	Benefit of funding through SECO Start-up Fund��
	Obstacles during project implementation
	Foliennummer 14

