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Banks vs. CDFIs — Shifts in Credit Availability

CDFls have an increased role as credit tiahtens due to

Economic
Waves

- Have become the core instrument
into the community for economic
development in the US.

COFI BANK
- Serve as the link between the bank ——————
and the community
- Are now the key partner for banks to The New

reach small-businesses during the

. Financial Services Partnership
current economic downturn

2 Citi Microfinance




Underserved Markets — Opportunity for Partnerships  CIfl

By provwidiog wecessapy peeducts amd soeboos ol o Rociion of e cests wecogsaimess, SRS wofiog

respungble gllevnaleigs W lugh ot gReck-Jasiany seraees il papday lenders who poey @i

A significant part of our local economy and employee base will be reached by a new local
lending model

= And then, there are the other product needs a bank can offer:

- Business deposits and other products such as:
- Savings
- Wires !
- Credit such Business Credit Card Banking the Banking their

- Employee products to offer as benefits through EliEpEE S Gl
your organization to both employees and
individual clients:

- Employee deposit accounts
- Client deposit accounts il il
- Credit cards for both ; Employees
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Benefits for CDFIs for Bank Partnerships

In acdclitoom Boe dheir covn wark @ any CIFls alsa partoes with mainstraan Fimansiad instifuficns

o heipaexpantd The malnsiseam IASHENHDN & Ienﬂlng and services fo underseresd markels.

- Liguldiey:
- Typically there is no secondary market for CDFI assets
- CDFI’s often face funding shortage

Creative kenk
parinersipe can
allewisie his issus

« |Leverage:

- CDFlIs bringing capital to underserved sector tolerate higher risk in general
« Access fo Financial Expertise:

- Use the professional experience of the sector

- Use oft the technical systems and platforms in banks

= Sgasun Borrowsrs for Gradestomn inlo Tradsional Secloc:
- Bank Portfolio Purchase Programs
- Clientele “graduate” from CDFI organization to mainstream banking
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Why Citi Partnered with ACCION Texas

Thrce Koy Drivers of the Acguisition Parincrship

Hands on
Community Underwriting
Relationship Discipline
Model

Operational,
Service and
Collections
Discipline

= 15 year relationship and strategic partner

= Underwriting discipline; repeatable, proven low loss rates overtime, criteria that offsets credit scores
= Itwas a business deal, both sides needed a fair return

= Organizational management and financial soundness

= Organizational strategy — moving to sustainability and scale
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Strategic Portfolio Partnering citi

Cii innowated a new, susisinabie methodalogy for fanding the industyy thraugh the
acquisition ot micrafinance portfclia

= Cia's desd wiih Sccweo Tesar first in the US

[

‘ P " ~ ‘ Swategy will reault ina
| citiban L. gungltnlg'&k Origination, Servicing positive impact for both
~ Texas | IZIEEEES arganizatians

>

= Structured to meet both parties ROE
= Key component is the sharing of risk and profits
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Thoughts on Partnering

Educational and incubation grants

Leverage the Accion Texas platform accessing some of the Citi capital

Build a direct relationship with Citi

Which method of partnering meets
the goals of your organization?

Does anything you have heard offer
incremental opportunity?
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Conclusions citi

= Choosing the right partner in your community

= Create a strategy that makes sense for your organization; community,

business development, risk and of course scale and sustainability
= Ensure the partner organization shares the strategy and growth plans
= Ensure they can help deliver other products needed by your clients

= Strong operational and credit processes and standards are critical

Next Steps
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