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Definition of wholesale lender (Apex).

· A wholesale MFI is second-tier institutions that channel funding (grants, loans, guarantees) to multiple MFIs in a single country or region. (C-Gap)
· Funding may be provided with or without technical support.
· They operate under various legal structures.

Why Apex institutions exist.
· Stringent banking regulation that limits financial access particularly to un-regulated MFIs.
· Limited understanding of MFI operations and product offering by formal lending institutions.
· Need for technical support.
· Source for donor funding, where MFIs appear too small for direct funding.

· Direct resources in particular needy sectors.
· Oversight and regulation of MFIs
· Developmental perspective.
Wholesale lending Kenya.

Wholesale lending is increasingly becoming competitive market segment particularly with the strong interest from commercial banks. Key players include:-
· Non- banking financial institutions (4 Major Apex institutions and a number of smaller ones).

· Direct government lending through various revolving funds (Youth & Women funds).

· Several commercial Banks, Agricultural & Development Banks

· Traditional Co-operatives Apex bodies.

· Foreign players-Directing lending by international institutions
Estimated Statistics
· Estimated combined total fund/portfolio of the 4 major Apex institutions (Oiko Credit, JTL, MESPT & Stromme(Uganda) is  USD 60 million 
· Approximate MFIs served is 85 ( large proportion being Cooperatives)

· Average loan size - for JTL clients is USD. 300,000/=.

Background of Jitegemee Trust.

· Was registered as a Trust in 1997, and incorporated a company limited by guarantee in 1998.
· Initial fund was provided as a bilateral assistance to Kenya by the Dutch government.
· Key objective is to enhance financial services to the low income by helping strengthen institutions that finance low income individuals.
· Currently run as a private sector entity by a locally constituted board under relevant legal provisions.
Mission:
To be a reliable wholesale provider of financial services to institutions that provide assistance relevant to low income individuals:

Target Market:

· Legally registered lending institutions (both regulated & un-regulated) under the various legal forms (companies, NGOs, Trusts, Saccos etc.)

· Institutions that have proven credit delivery mechanism targeting the low income and meet our eligibility criteria.
Product offering:
· Loans- differentiated loan product types  
· Subordinated debt.
· Capacity support
Key Successes for JTL:

· Market deepening

· Institutional strengthening through capacity.

· Introduction of Best practices.

· Product Development.

· Lobbying and advocacy.

Rural financing - Challenges facing Jitegemee Trust.
1. Competitive environment: Accelerated by strong participation of commercial banks as 2nd tier lenders (mainly to regulated and more sustainable institutions), due to increasing liquidity and lower yields in traditional government instruments.
2. Huge unmet Demand- The smaller rural MFIs still lack access to appropriate financing.
3. Development of traditional MFI sector: Lack of a critical mass of well diversified & commercially sustainable traditional MFIs to absorb apex funding has led to focus on Cooperatives that present alternatives to rural financing.

4.  Regulation of MFIs: Although MFI regulation is now in place, lack of proper regulation has in the past encouraged emergence of unscrupulous institutions purporting to be MFIs that have dented the image and lowered public confidence in smaller MFIs.
5. Pricing: Commercial banks have put pressure on interest rates to unsustainable levels particularly for non-Banking wholesale lenders.
6. Limited product offering – Some MFIs still retain limited products that are not commercially priced hence inability to access commercial funding.

7. Funding for Apex institutions: Limited sources of funding caused by our low returns/margins to support lending activities as well as technical support to rural institutions has affected the growth of Apex  institutions
8. High risks for the lower-end market: Inability to support institutional development in rural areas due to high operating risks and monitoring costs.
9. Challenges in client selection: High rejection rate for applicants (common feature in all apex bodies) is as a result of institutional weaknesses of Most MFIs, which include:  Poor governance & management structures; lack of accountability due to ownership; poor financial management & reporting; limited product offering; sustainability etc. 

10. Market positioning. In the wake of more players in the market, establishing a sustainable niche market within the diversified range of MFI players is a key challenge. 
Addressing these challenges.
1. Integrated financing model – Adopt a financing model that will address the total needs of the MFIs 
2. Establish quasi debt/Equity products - To support weaker rural institutions & transforming deposit taking MFIs.
3. Capacity support - Establish a technical support fund to address institutional weaknesses for smaller MFIs in partnership with capacity providers and development organizations. 
4. Promote product development - Partnerships with MFIs, research institutions etc to establish and support market driven products. 
5. Establish selection criteria- That will target and develop the smaller rural institutions with high growth potential and a strong focus on impact and outreach to the low income segment.
6. Financing conditions/incentives- Introduce conditions that are geared towards encouraging adoption of Best practices by MFIs

7. Lobbying and advocacy- Play key role in advocacy & lobbying to influence relevant regulatory and policy issues particularly for Governments to use MFIs as poverty alleviation vehicles.  
8. Networking: With other Apexes/wholesale lenders to synergize and jointly adopt collective approaches to address challenges.
9. Regulation: Regulation for both Apexes & MFIs to enhance accountability and good governance.  

10. Strengthening Apex institutions governance and institutional structures: To enhance accountability & encourage social investors to channel funding through the Apex insttutions. This will provide an appropriate and accountable conduit for government and donor interventions.

Action plans for Jitegemee Trust.

1. Adopting an appropriate institutional structure, that will enhance our continued service to the low income segment whilst addressing our current challenges.
2. Partnerships: With capacity building institutions to conduct needs assessment and provide technical support to our clients & social investors/development organizations providing grants to support our capacity fund.

3. Adopt a Strategic direction that will support and develop the smaller rural institutions into sustainable organizations.
4. Equity investment in transforming MFIs to strengthen their operations and outreach.

5. Improve our margins through product diversification & joint investment to serve particular niche markets. 
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