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Realities of Private Equity Investment in 
Microfinance
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Grassroots Capital Management

� Manager of:
� Gray Ghost Microfinance Fund  (GGMF) 2004:  $50mm

� Global Microfinance Equity Fund (GMEF) 2008:  $150mm (target)

� Resources
� New York and London

� Four investment professionals

� Experience in MF equity investing since 1999:  BASIX, BRAC Bank

� Senior positions:  ShoreBank; Hambros; Deutsche Bank MF funds; 
Shared Interest; WWB
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Investing In MFIs

� Gray Ghost Fund: pioneers as private investors in Microfinance 
Equity

� Equity investments in 35MFIs in LAC, Eastern Europe, Africa 
and Asia

� Critical importance of “on the ground” capability
� Sourcing investment opportunities

� Closing investments

� Board membership

� Adding value

� Ultimately achieving exit

� Developed such capability in LAC, India, South Asia and Sub 
Saharan Africa 

� New initiatives in other regions
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Existing vs. Greenfield

� Existing portfolio of 35 MFIs:
Late stage: 10

Transformation (from NGO) 8

Early stage 5

Start up 12

� Drivers of such selection:
� Market opportunity: identifying greatest gaps 

� Problems of transformation

� Start up and early stage can be largely designed for purpose
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Underlying Investments

1014Fund 6

0112Fund 5

1300Fund 4

0214Fund 3

4020Fund 2

4202Fund 1

MatureTransformationEarly StageStart up
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Execution

Selecting best capability in each region:

� In region managers

� In-region, geographical focus, operating experience at MFI level, 

� We have established two such managers  (Bellwether, Antares)

� Grassroots teams based in-region

� Strategic alliances

� JV with leading MFIs for in region expansion (CMI / ASA): largely start 
ups

� Backing regional leaders

� Intimate knowledge and expertise captures opportunities and 
creates value.
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Existing MFIs vs. Start-ups

Existing MFIs:

� Pros
� Existing balance sheet

� Existing team

� Existing business plan

Start-ups

� Pros
� New team

� Targeting specific market

� New business plan

� Clear philosophy

� Selected/ no outside shareholders

� Critical to have on the ground 
expertise

� Cons
� Not for profit mentality

� Wrong leadership

� Ill conceived business plan

� Other shareholders

� Cons
� Identifying the leaders of the MFI

� Regulatory issues

� General problems of start up

� Very time consuming for the investor
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Exit Strategies

� Exit at MFI level:
� IPO

� Trade Sale (particularly banks but also to expanding MFIs)

� Merger to create a larger regional entity

� Setting up holding company with listing as express intention

� NB experience in secondary market through Antares 

� Exit at MIV level
� Listing of MIV’s shares on a suitable stock exchange

� Sale of holding in MIV 

� NB Grassroots has bought holdings in two MIVs and sold one

� Strategic partnerships 
� These have the advantage of having a common ownership / management / 

methodology. 

� Regional consolidators
� These would only be entertained if there was a likely exit route
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Value Added Investors

� Identifying opportunities with global perspective

� Incubating in region management capability
� Operational experience 

� Financial disciplines and contacts

� Social impact measuring and monitoring

� Improved governance

� Increasing the investment infrastructure of the industry

� Expanding the number of investible MFIs

� Providing equity capital for accelerated expansion of the MF 
industry
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Bringing MF Into Mainstream

� Emerging as an asset class

� Need to demonstrate the investment opportunity and execution 
capability

� Most investors are not familiar so need to find familiar elements 
of mainstream private equity 

� i.e. communicating the message and demonstrating returns

� Widening the number of investors is critical part of building the 
industry
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Summary

� Focus on equity investment

� Local capability: 

� creates investment opportunities 

� Relieve absorptive capacity constraints:  

� Adds value

� Focused on creating exits

� Demonstrating the asset class
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THIS PRESENTATION SHALL NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF ANY OFFER 

TO BUY WHICH MAY ONLY BE MADE AT THE TIME A QUALIFI ED OFFEREE RECEIVES A CONFIDENTIAL 

PRIVATE OFFERING MEMORANDUM (“CPOM”) DESCRIBING THE O FFERING AND RELATED SUBSCRIPTION 

AGREEMENT AND IN THE CASE OF ANY INCONSISTENCY BETW EEN THE DESCRIPTIONS OR TERMS IN THIS 

PRESENTATION AND THE CPOM, THE CPOM SHALL CONTROL.  THESE SECURITIES SHALL NOT BE 

OFFERED OR SOLD IN ANY JURISDICTION IN WHICH SUCH O FFER, SOLICITATION OR SALE WOULD BE 

UNLAWFUL UNTIL THE REQUIREMENTS OF THE LAWS OF SUCH  JURISDICTION HAVE BEEN SATISFIED.  

THIS PRESENTATION IS NOT INTENDED FOR PUBLIC USE OR  DISTRIBUTION. ANY PROJECTIONS, MARKET 

OUTLOOKS OR ESTIMATES IN THIS PRESENTATION ARE FORW ARD LOOKING STATEMENTS AND ARE 

BASED UPON CERTAIN ASSUMPTIONS. ANY PROJECTIONS, OU TLOOKS OR ASSUMPTIONS SHOULD NOT BE 

CONSTRUED TO BE INDICATIVE OF THE ACTUAL EVENTS WHI CH WILL OCCUR. ANY INFORMATION 

REGARDING PORTFOLIO COMPOSITION OR INVESTMENT RESTRICTIONS ARE INTENDED AS GUIDELINES 

WHICH MAY BE MODIFIED OR CHANGED BY THE GLOBAL MICR OFINANCE EQUITY FUND, LP IN ITS 

DISCRETION AND WITHOUT NOTICE.


