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Background
Brazil’s macroeconomic stability in the past decade, growing middle class with increasing purchasing power, improving education levels and regulatory efforts towards simplification of business registration and tax filing procedures, have permitted a surge in entrepreneurship, with an increasing participation of women starting new businesses[footnoteRef:1]. Furthermore, Brazil’s share of companies with female ownership (50%) is notably higher than the average of Latin America and the Caribbean (“LAC”) (40%) and the world (35%), a pattern that is consistent among Micro, Small and Medium-Sized Enterprises (“MSMEs”)[footnoteRef:2]. Even though MSMEs are a vital contributor to social mobility and play a major role in Brazil’s economy[footnoteRef:3], limited credit availability, combined with other institutional and market factors, constrains their ability to grow their business, improve productivity and further contribute to job and wealth creation. Female-led MSMEs face an even higher barrier to access financing, since they represent a minority of borrowers and frequently obtain less attractive financing terms than male-owned MSMEs. [1:  	According to SEBRAE (Serviço Brasileiro de Apoio a Micro e Pequenas Empresas), a non-profit institution dedicated to MSMEs’ competitiveness and development, 52% of recently-started Brazilian companies in 2014 were women-owned. ]  [2:  	According to Enterprise Surveys from the World Bank Group. ]  [3:  	According to SEBRAE, MSMEs accounted for 99% of registered companies and employed 52% of Brazil’s formal workforce.] 

Project Description
The objective of the proposed partnership is to support Itaú Unibanco S.A. (“IU”)’s credit portfolio to MSMEs controlled or managed by women[footnoteRef:4] in Brazil, in order to address the limited financing available for companies in this market segment. The project will be executed as part of the women entrepreneurshipBanking (“weB”)[footnoteRef:5] initiative, and build upon IU’s Itaú Mulher Empreendedora program to strengthen its value proposition to women entrepreneurs in Brazil. IDB’s proposed financing consists of a senior unsecured A/B term loan of approx. US$350 million, including: (i) an A-Loan of up to US$100 million funded by IDB, and (ii) a B-Loan of approx. US$250 million.  [4:  	Women-Led MSMEs are defined as (i) being controlled at least 51% by women, and/or (b) having a Chief Executive Officer and/or Chief Operations Officer who is a woman. ]  [5:  	weB was launched during the Summit of the Americas in Colombia (04/2012) as a joint effort between IDB’s Stuctured and Corporate FInande (SCF) Department’s beyondBanking Program and Multilateral Investment Fund (MIF)’s Line of Activity for Promoting Small Enterprise Financing (LASEF). See weB factsheet: http://www.fomin.org/Portals/0/Topics/Factsheet-womenentrepreneurshipBanking2014.pdf, and video: https://www.youtube.com/watch?v=YAILKWrjhxU&feature=youtu.be&list=UUtyrJVL5gkWEHv0rLHlSJ5A.] 

Expected Development Benefits 
In order to maximize the reach and expected development impact of the proposed partnership, IU plans to direct the financing proceeds to support credit transactions with new and existing women-led MSME clients with annual revenues up to approximately US$2.5 million. It is foreseen that IU’s visibility as a leading commercial bank in Brazil with a strong reputation for prudent underwriting standards, coupled with its on-going initiative to promote improved access to credit for women entrepreneurs, will generate a demonstration effect for other financial institutions to increase their lending to women-led MSMEs in Brazil.
IDB’s Additionality
IDB’s financial additionality stems from channeling specifically targeted financing for IU’s on-lending to women-led MSMEs in Brazil. The intended mobilization of a sizeable B-Loan amount to be funded by the B-Lender enhances financial additionality by further expanding resources available for IU to continue growing its credit portfolio in this market segment. 
IDB’s non-financial additionality results from the complementarity of its proposed financing with MIF’s technical cooperation project (currently under execution with IU), since IDB’s targeted funding will leverage IU’s credit offering to women-led MSMEs, while MIF is supporting improved access to networking and training for these companies. A third party validation of the project’s gender design will provide further endorsement and visibility to its expected positive social benefits. In addition, IDB’s environmental and social requirements will create important incentives for women-led MSMEs to maintain sustainable business practices in order to remain eligible for financing under this partnership.
Alignment with IDB Strategy
The proposed partnership aligns with IDB’s Ninth General Capital Increase (“GCI-9”)’s objectives, in particular: (i) its Lending Priority of “Lending for Poverty Reduction and Equity Enhancement” by channeling financing to MSMEs; (ii) its Strategic Priority to foster “Institutions for Growth and Social Welfare” by strengthening MSME lending through second-tier vehicles and financial services; and (iii) its Strategic Goal of promoting “Development through the Private Sector” by supporting MSMEs as a means to accelerate economic growth and job creation. The project contributes to SCF’s Vision Targets of channeling financing to 700,000 MSMEs by 2015, and is aligned with two pillars of SCF’s beyondBanking[footnoteRef:6] program: (i) accessBanking, by supporting financial and social inclusion through the access2MSMEs products lines, and (ii) equalBanking, by promoting gender equality. The project contributes to IDB’s current Country Strategy with Brazil through “Promoting Development through the Private Sector” by supporting the growth and formalization of MSMEs and stimulating credit to encourage private investment. It is also aligned with IDB’s Operational Policy on Gender Equality in Development[footnoteRef:7] by promoting gender equality and the empowerment of women. [6:  	For further reference, please visit www.iadb.org/beyondbankingH.]  [7:  	http://www.iadb.org/document.cfm?id=35428399.] 


