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The Impact Report Package 2022 consists of the fol-
lowing two documents and complements our An-
nual Report:

The present document provides information on our
approach to sustainability and our non-financial per-
formance, initiatives, and outlook. It is based on the
Global Reporting Initiative (GRI) framework but also
complies with regulatory requirements and obligations
such as the European NFRD, and with signatory frame-
works like the UN Sustainable Development Goals, the
UN Global Compact, the UN Environment Programme
Finance Initiative - Principles for Responsible Banking,
and the Partnership for Carbon Accounting.
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This icon will point you to
further information and
data that supports the
statements provided in our

Impact Report 2022.

The > Impact Report Datasheet is a download-
able spreadsheet that allows our stakeholders
to easily find, compare and analyse our sus-
tainability key performance indicators. The
Datasheet and the Impact Report 2022 are
closely linked and should be read along-
side each other to obtain comprehensive
insight into the progress on the topics
that matter the most to us and to our
stakeholders.

ProCredit Holding has reported in accord-
ance with the GRI Standards for the period
from 1 January 2022 to 31 December 2022.

Our full reporting suite, including Annual Re-
ports and the full Impact Report Package, can
be found at: https://www.procredit-holding.com/
downloads

Note: For computational reasons, the figures in the
tables may exhibit rounding differences of + one
unit (EUR, %, etc.).
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2022 FACTS AND FIGURES

Key group figures 2022

Statement of financial position

Dec 2022
Total assets (EUR m) 8,826

Customer loan portfolio (EUR m, gross) 6,108

of which loans to businesses 91 %
of which green loan portfolio 20%
Number of business clients 64,499
Share of defaulted loans 3.3%
Customer deposits (EUR m) 6,290

Key performance indicators

Change in customer loan portfolio 3.1%
Return on average equity 1.9%
Cost income ratio 64.0%
CET 1 ratio 13.5%
Profit of the period (EUR m) 16.5

* Dec 2022*
8,176
5,625
90%
21%
59,798
2.4%

5674

6.9%
7.8%

66.2 %

68.3

* for all countries

** excluding Ukraine

Our mission

We strive to be the leading SME bank in our markets
following sustainable and impact-oriented banking practices.
In doing so, we want to generate long-term sustainable returns

and create positive impact in the economies and societies we work in.

Our countries of operation

South Eastern and
Eastern Europe
Albania, Bosnia and Herzegovina,
Bulgaria, Georgia, Kosovo,
Moldova, North Macedonia,
Romania, Serbia, Ukraine

South America
Ecuador

Germany
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At ProCredit, the process of institutionalising green finance has been a gradual one spanning most of our existence. We have not "greened" our operations
from one year to the next. The timeline below illustrates how our identity has always been closely tied to sustainable development since our inception.

ProCredit with IPC:
Consulting of
financial institutions

2003: Creation of ProCredit
as a banking group

with key shareholders

IPC (investment arm since
transferred to Zeitinger

@ ProCredit

2006: Establishment of
the ProCredit Academies

in developing Invest), DOEN, KfW, IFC and _
countries ProCredit Staff Invest 2011: Implementation
of German regulatory
2008: Shift from | standards
Consolidation of ownershi product-oriented of ProCredit Holding
in Bosnia and Iin PlroCreditWHoIrdir:p microfinance provider to shares on Frankfurt
Herzegovina g Hausbank for SMEs | by German banking Stock Exchange
founded as Investment grade rating authorities (BaFin and
a greenﬁdd bank since 2004 Deutsche Bundesbank)
Founding of Introduction
(now ProCredit of group-wide replaces banks'
Holding) local versions
. 4 A 4 A 4 A 4 A 4 )
1980 1997 - 1998 2003 - 2006 2008 - 2014 2015 - 2017
2010: First [ GREEN FINANCE
FIRST GREEN LOANS ENVIRONMENTAL ESG RATING | APPROACH
granted for energy COURSES introduced by MSCland | All ProCredit banks

efficiency and
renewable energy
investments in 2006

ENVIRONMENTAL
EXCLUSION LIST
introduced group-wide
in the banks' Code of
Conduct in 2006

at the ProCredit
Academies

2011: Introduction of a
group-wide three-pillar
approach to

ENVIRONMENTAL
MANAGEMENT

EM policy and EM UNIT

at each bank

2011: First

GROUP ENVIRON-
MENTAL STEERING
COMMITTEE

2012: Introduction of
semi-annual group-wide

GREEN SEMINARS

oekom research
(now ISS ESG)

apply the green
lending and E&S risk
management concept

All ProCredit institu-
tions CERTIFIED
under ISO 14001 or
EMAS
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In recent years, we have remained at the forefront of green finance and sustainability-related global developments, setting an example for our peers in

our regions of operation.

Digital banking approach
for private clients fully

MIGA provides

Joined the

to

Our Identity

Our Approach

Environment

implemented . . . .
P for eight ProCredit subsidiaries align operations and strategies with 10
universally accepted principles in the areas of
Financing of human rights, labour, environment and
anti-corruption
. goes online )
in Greece Joined the
Signatory to Principles for Published the group-wide guidance
Responsible Banking ( )
as a listed to facilitate
company (10% of First report on the GHG credit decisions related to photovoltaic panel
share capital) emissions associated production in Xinjiang
with the loan portfolio
(Scope 3 emissions)
A4 \ \
2018 - 2020 2021 2022
Introduction of the Inteslusien @
PLASTIC STRATEGY
GREEN Joined the NET-ZERO
Continuous DEPOSITS BANKING ALLIANCE

EDGE CERTIFICATION
of head office buildings

FIRST GREEN BOND

placement for emerging
countries with the IFC for
green investments by SMEs

Publication of first group

IMPACT REPORT
following GRI Standards

Network of
ELECTRIC VEHICLE
CHARGING STATIONS

installed in Eastern Europe

and will disclose

near- and long-term
emissions reductions
in accordance with the

SCIENCE BASED
TARGETS INITIATIVE'S

TV

NET-ZERO STANDARD
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LATEST ACHIEVEMENTS

NEXT ON THE AGENDA

4490 reduction in
own emissions (Scope
1 and 2) 2018-2022

REDUCING OWN
CARBON FOOT-
PRINT

ProEnergy
(to offset 85-90%
of Scope 1 and 2)

Further work on
reducing emissions

Target achieved:
209 of

loan portfolio

Preferred partner
for thematic
external events

Promoting and
communicating EEtS
and green finance

Leaders in pro-
moting green
finance, esp. solar
energy and e-mobility

Successful back to
office transition
with remote working
options

GREEN LOAN
PORTFOLIO

Update criteria to
align with interna-
tional practice (e.g.
EU Taxonomy)

Promote more
RE investments

Aiming to reach
25% of green loan
portfolio

STAFF
DEVELOPMENT

Increase technical
expertise and

ESG knowledge
of our staff

Partner with bodies
that drive change
and awareness on
climate-related topics

Enhanced
on E&S topics

Introduction of

assessment

Consideration of

in PV
supply chain

Yo
<>>

Sustainable agricul-
ture framework

Add coal-related
activities to
Exclusion List

Incorporating EU
taxonomy and
climate risk aspects

Commitment
to follow

Member of the

fully introduced

Setting Net Zero
targets as per NZBA
and SBTi

Part of UNEP FI
Finance Leadership
Group on Plastics

to facilitate ESG im-
pacts and reporting

at
portfolio level

AT

Creation of ESG
Risk Subcommittee
within GRC

Climate change
strategy
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History is repeating itself in the eastern plains of
Europe. The unprovoked aggression towards Ukraine
by Vladimir Putin's Russia shook European societies
from their belief that peace and prosperity are our
manifest destiny. Besides the enormous direct human
suffering the conflict has created, it has profoundly
impacted our world in many other ways, from energy
and food security to the economic shock which
exacerbated the highest bound in inflation since 1970
and upheaval in capital markets. Even the threat of
nuclear escalation is no longer just theoretical. We are
facing a Zeitenwende, a turning point: since the 24"
of February 2022, nothing is the same.

Our bank, our group, our staff and our clients have all
been directly impacted by the war, and we could tell
many stories that underline the resilience, defiance,
courage, adaptability, sense of duty and compassion
of our colleagues. We are immensely proud of how
- even under the most extreme war conditions and
logistical challenges - they never failed to serve our
clients, fulfil their tasks and meet even the most
trivial of deadlines. Their dedication and sense of
responsibility, even after months of anxiety, exhaustion
and uncertainty about the future, will remain a source
of inspiration to our group for many years to come.
We witnessed deep and broad solidarity within our
group. Many colleagues dedicated time and energy
to help accommodate refugees in different countries,
including at the ProCredit Academy in Fiirth, Germany,

where our Academy staff provided a warm and
welcoming environment for many months. Residents
from the local village donated toys, and schooling
was arranged to help children and parents alike to
adapt and settle in. There has also been a relentless
effort by our teams in Quipu and across the group to
facilitate communication and further improve the IT
resilience of the bank through specifically designed
technology. Also, the focus and professionalism of
all staff in the group, even though for some the war
in Ukraine brought back painful memories of brutal
conflicts in the recent past, is remarkable and remains
the foundation of the continuous strengthening of
the group.

As we continue to assess the damage unleashed
upon the people of Ukraine and on the rest of the
world through this senseless act of violence, one
question above all emerges: Why? Why all this
misery, suffering, lives broken, dreams shattered?
Why the mass bombing, the human carnage, the
torture, the rapes and the mass graves? In Europe,
we believed, we had confined these horrors to the
pages of history books. The shock is so immense
that the obvious question is indeed: How did we get
here? This matter has the highest urgency, as it is
not confined to Russia. Many of the drivers which
ultimately created the conditions for the conflict
can be found in many other countries in Eastern
and South Eastern Europe, albeit perhaps to a lesser,

or less visible, degree. There is a lesson here to be
learned, and a cautionary tale to be told, so other
societies, from the Balkans to the Caucasus, should
pay attention. In fact, all of Europe should, for if
there is one thing we learned from this war it is that
the fastest way to lose peace is to take it for granted.

ProCredit has been actively present in Eastern
and South Eastern Europe for more than two
decades (our first bank in the region, in Bosnia and
Herzegovina, just celebrated its 25" anniversary last
year). We were, if not the very first, among the first
international banks investing in the region following
the turbulent 90s, which saw a messy transition
from socialism to a market economy. During that
time, we witnessed first-hand the social, economic
and institutional developments taking place in our
markets of operation, and very often contributed to
shaping them. A quarter century down the road, it
is now time to take a hard, cold look at where we
stand and what progress (or rather lack thereof) has
been achieved in transforming these countries into
advanced democracies. This assessment has been
made all the more urgent by the war in Ukraine,
showing us how stagnation in this transformation
not only creates fewer opportunities, but potentially
also disaster. Russia, as we know it today, was not
built in one day; it is the product of a systematic
erosion of the fundamental values which ultimately
create free and stable societies.
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Much progress has been made in Eastern Europe since
the fall of the Iron Curtain, replacing one party (or one
man) dictatorship with multiparty democracy and the
rule of law. The notion that we are surely better off
today than 30 years ago would only fail to resonate
with a die-hard nostalgic or with those left behind
in the transformation. But despite the advances
made on many levels which are essential in ensuring
a continuous path towards free and prosperous
societies, progress is faltering. If not addressed, lack of
progress can eventually lead to the same conditions
found in Russia today which ultimately created the
basis for this disaster to unfold. The problem is, again,
not theoretical. Tensions between Bosnians in the
Republika Srpska and in the Federation are bubbling
up more often than not, and so are tensions on the
border between Kosovo and Serbia, just to mention
two potential flash points.

The problem starts with leadership. The wider region
is dotted with politicians who embrace elements of
authoritarianism to solidify their power and who sys-
tematically appeal to the deepest and darkest senti-
ments of their societies to create consensus around
their nationalistic agendas. National identity politics
is now the norm in Eastern Europe. The details change
from country to country, but many themes are sadly
recurrent: a sense of historic betrayal, fear for the
erosion of cultural traditions brought by globalisa-
tion, an us-against-them narrative where the enemy

is at times a social minority or a foreign power, or
both. These "leaders” claim to be men of the people
against the elite but are very often surrounded by cro-
nies who engage in politics to enrich themselves via a
milder form of what has come to be known as State
Capture, treating the res publica as personal property.

Particularly egregious is the role played by religion in
these dynamics. Faith has played a central role in the
conflicts of the recent past, particularly in the Bal-
kans. After being suppressed for decades under the
communist regimes throughout the region, religious
fervour was used by populist leaders in the 90s to
rally their societies against one another. One thing
that strikes the observer entering monasteries and
churches across the Balkans is the use of national
symbols (such as the flag) alongside religious ones; it
is like saying you are Serb if you are Orthodox, you are
Croatian if you are Catholic, and so on. Besides under-
mining the very claim of religion to be universal, this
approach has also inflamed animosities between so-
cieties with a sort of mystical sentiment, making the
process of reconciliation ever more arduous. Religious
leaders have often entered a pact with the holders of
political power, where the two sustain each other, one
providing moral cover and the other material support.
In the conflict in Ukraine, for instance, the leadership
of the Russian Orthodox Church has incited violence
and supported the war, despite the close religious af-
filiation between the two countries.

The development of the economy has also played a
role in creating fertile ground for populism to thrive.
Although GDP per capita has increased since the Iron
Curtain came down 30 years ago, the adoption of
market mechanisms has created, inevitably, winners
and losers: A weak state with few resources has been
unable to support the losers and invest in public edu-
cation in order to create a more level playing field,
thus aggravating the disparities between rich and
poor. Striking differences exist between Moscow and
the region of Kranoyaesk Krai, where many of the
conscripts for the Russian army come from, where
average income per capita is only 43% of the level in
the capital. The same can be said between, say, Bel-
grade and Pirot, or Budapest and Szeged. What makes
things worse is that economic success is often the re-
sult of who you know, rather than who you are. This
creates a sense of injustice which, pervasively, is used
by leaders to rail the masses against the elite, while
being themselves the very source of the problem. Eco-
nomic power also buys lawyers and, even more impor-
tant, judges. Strong men pack the courts with their
friends and acolytes, doling jobs and spoils in return
for turning a blind eye to their murky dealings, thereby
undermining one of the pillars of a proper functioning
democracy - the checks and balances between the ex-
ecutive and the judicial arm of government.

Perhaps the biggest casualty of illiberal democracies
is truth. Strongmen create an alternative reality
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that at best impedes the ability of societies to be
informed and at worst poisons the mind of people
and civil societies. Much has been written of the
pervasive and corrosive nature of fake news and the
role that social media plays in it. The existence of
self-reinforcing echo chambers and the effect that
they have on the polarisation of societies effects
all countries, and Eastern European countries are
no exception. What is further aggravating the
situation in our region, however, is the role that
more traditional media plays. Whereas in Western
societies there is a plurality of sources where people
can access news through television or newspapers,
in our countries of operation mass media is directly
or indirectly in the hands of government and its
leaders. Free media is at best barely tolerated and
at worse openly obstructed. As we said in the last
Impact Report, it is not necessary to kill journalists
to kill journalism, as there are more subtle ways
to muzzle the media and control the narrative.
Revoking licenses after labelling independent outlets
as foreign agents is a tested and tried tactic, just as
jailing journalist on various spurious charges ranging
from espionage to criticising the government (in
Russia, calling the carnage in Ukraine a war, rather
than a special military operation, can land you
in prison for up to 15 years). Fear is the tool of
control. Arbitrary incarceration is bad enough, but
even worse is what happens once in jail. Without
getting to that level of extreme crackdowns, free

media is definitely on the retreat in Eastern and
South Eastern Europe. Once the political elite has
control of the mainstream media, they use it - to
devastating effect - to debase the social discourse.
Entire sections of societies, usually older and more
rural, are then exposed to government propaganda,
absorbing negative messages and conspiracy
theories that make the absurd look normal and the
normal absurd.

Russia, which mounted an effective misinformation
campaign over the years, is an extreme case of a more
common problem. The scale might be different, but
the tools used are studied attentively across borders
and replicated by populists throughout the region (and
increasingly in Western democracies as well). Often
enough, misinformation and the creation of alternative
realities are based on the principle that the hardest
lies to uncover are those based on a kernel of truth.
Democracies are messy affairs, requiring compromise
and featuring, at times, inefficient decision-making
processes, public scandals and contradictions. It is all
too easy to spot the gap between the lofty aspirations
on which Western politicians campaign and the real,
complicated business of government. Asymmetric
selection of information is then used to make the
case that Western societies are hypocritical because
they fail to live up to their own rhetoric. "Who are
they", the story goes, "to talk to us about values and
principles when there are plenty of cases of corrupted

Western politicians?” Since they are not angels, we are
justified to be devils, the logic goes, and everything
is reduced to a superficial nihilism which feeds on
the frustration and sense of victimhood of those left
behind. The war in Ukraine is tacitly condoned (or
even approved of) by the silent majority of Russians
who believe the Kremlin's narrative, often enough
because they have no other narrative available.

This war has taken a terrible toll on the people of
Ukraine and on the wider world. Our colleagues, our
clients, their families, friends, and neighbours are
suffering unimaginable damage to their material
and mental wellbeing. Unfortunately, this seems
set to continue, since the regime in Moscow has no
plan B. However, as the West focuses its energy to
support the brave people of Ukraine to push back the
invaders across internationally recognised borders, let
us not forget that it is always better to prevent than
to cure. Eastern Europe should take a hard look at the
conditions which allowed an elite group of criminals
in Moscow to hold the whole world at ransom. Many
of those same conditions are festering deep inside
their societies, and if not stopped, it is only a matter
of time before history repeats itself once again.

It is not possible to project an end to the war or even
to rule out a further deterioration of the security
situation in Europe. Indeed, we believe the war in
Ukraine will, at least in the short term, continue
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to dictate the framework in which we operate and
do business. Furthermore, political tensions appear
to be intensifying at the global level and threaten
to drive the community of states apart instead of
uniting them. All over the world, democracies are
under relentless attacks from internal and external
forces. In spite of all this, we are optimistic about
the future of Ukraine, Europe and our banking
group. We are convinced that the Ukraine war will
in the medium-term, in some form, have a positive
impact on the European community of states,
including Ukraine, and that the sacrifices made by
the Ukrainian people will serve a higher purpose of
securing long-term peace on the continent. Talks
on EU expansion have seen a major new impetus in
2022 and have also expanded to include states such
as Ukraine and Moldova. Against all odds, European
economies were also able to become independent
of Russian gas and oil within a year, further paving
the way for a greener future and sending a clear
message to commodity-funded authoritarian regimes
around the world. Ukrainian democracy, already in
the crosshairs of Russian attacks for many years, will
emerge stronger from the conflict. We are convinced
that our role as an impact-oriented banking group
can only grow in importance in such a pan-European
environment.

Since the foundation of the group, we have always
promoted values and solidarity as the pillars on which

we built our positioning as a development-oriented
commercial banking group. Values act as the compass
for our decisions, and solidarity defines the way we
work together. Values and solidarity determine what we
do and what we abstain from doing, as well as how we
work and interact with our stakeholders, determining
our approach to clients, to risk, to staff, to the societies
and environment in which we operate, both now and in
the future. Today, witnessing the war in Ukraine, what
it means and its consequences, we are more convinced
than ever of the relevance, solidity and resilience of a
business model and vision built on values and solidarity.
We prioritise value-maximisation for stakeholders over
profit-maximisation. In other words, the impact of
our activities as a banking group on the societies, the
environment, the current and future generations of
staff, clients and partners as citizens of the world is as
important as (if not more than) our published quarterly
financial results. Commercial success and viability are
important to any business or bank, but as a long-term
business model, such objectives, taken in isolation, are
far from sufficient. We want to have a positive impact
on our clients, staff, economies and environment, and
accompany them in their journey toward sustainability.

Our business will remain focused on supporting SMEs
with a meaningful banking partnership, following a
prudent approach to risk and a holistic assessment
of our clients (including ESG aspects) to ensure a
sustainable impact in the economies in which we

10

work. The personalised relationships and competent
dialogue we offer to our clients remains the most
distinctive feature of our banks within our markets
and is arguably our most important competitive
advantage, both in driving business and in managing
risks. With the exception of our bank in Ukraine, in
2022 business growth continued to be accompanied
by a low and stable share of defaulted loans in all
our countries of operation. Qur clients proved to be
resilient, even when confronted with multi-layered
and long-lasting crises, and our approach to business
based on close relationships and deep understanding
of our clients proved again to be instrumental.

Investment in staff selection and development will
therefore continue to play a pivotal role in maintaining
this advantage in the future. The foundations we
build everyday by working together and through
our trainings, especially at the ProCredit Academy,
foster a culture of transparency, exchange and
critical thinking, and empower people to engage,
speak out and involve themselves responsibly and
creatively. Those investments are important for
us as a company, but they also have an impact on
society through our employees, clients and partners
as individuals and citizens of the world. In 2022,
training in staff remained at the high level of the
previous years, with on average 18 training days per
staff member.
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We complement our "Hausbank for SME" concept
with our direct banking strategy, which we use
to serve retail clients through convenient and
straightforward digital banking channels, allowing
us to finance loans predominantly through local
deposits making ProCredit the only digital bank in the
region. In 2022, our customer deposits, coming from
both business and private clients, grew by EUR 747
million (or 13.5%) and brought the deposit-to-loan
ratio above the level of 100%.

Going forward, our actions as a bank and as individuals
will continue to be guided by a constant reflection
on our impact. As announced in our previous Impact
Report, we stopped financing PV projects which
make use of solar panels produced in China's Xinjiang
region, placing this topic at the centre of our > Code
of Conduct sessions for our staff in 2022. It is clear
that this decision would have been a difficult one for
any other bank. For us, we had to first engage deeply
with our teams and then with clients, to explain our
decision and offer alternatives, especially to clients
with whom we had already agreed on investment
plans, while also saying no to many financially
attractive projects. Despite tightening our Exclusion
List (>_Code of Conduct, p. 30) in that regard, green
loans accounted for more than 50% of our total loan
portfolio growth in 2022. This has helped us achieve
a share of green loans in the total portfolio of 20%,
a goal we had set for ourselves in our medium-term

guidance. Uncertainty about energy prices and supply
will likely remain a major concern for businesses
and households alike in the years to come. This
circumstance, paired with our positioning as a true
expert in green financing in our markets, will help
us grow this share further in the future. Beyond the
expansion of our green portfolio, we will focus our
attention on tackling key issues relating to climate
change and biodiversity, and also finding solutions
with our clients for more sustainable agriculture,
demonstrating the importance of diversity, integrity
and inclusion for a fair and productive workspace,
investing in education and knowledge and establishing
high-level standards in terms of governance and
compliance. Last but not least, we also hope to play
an important role in re-constructing what has been
destroyed in Ukraine. We believe that our expertise
in working with SMEs, our deep knowledge of the
Ukrainian market, our dedicated staff and our long-
lasting, strategic relations with international financial
institutions put us in a unique position to make a
meaningful contribution.

Our vision - what we do (and do not do) and how we
do it - is even more important today in the context
of a war in Europe and its consequences, but also in
terms of what it reveals about the fragilities of the
political and social fabric in our countries of operation.
Maintaining impact orientation is at the core of
the group's resilience, today more than ever before.

n

Always driven by a will to develop, the group has
always looked beyond economics to define success.
We have not only proven that economic success and
responsibility can go hand in hand, but also that
financial sustainability depends on a responsible
approach to our environment and societies. In the
context of climate changes and geopolitical crises,
we want to continue, at our level, to defend the
values of freedom and respect for human dignity.
This dictates how we define our business strategy and
how we work with our clients and staff. The values of
freedom and respect combined with a strong sense
of solidarity gives us, collectively and individually, a
compass to guide our actions. This strengthens our
focus, our identity and ultimately our sustainability
as a banking group.

Hubert Spechtenhauser Chrisliaj]’ Dagrosa

/%727 “Honopn '

DyGian Marco Felice Sandrine Massiani
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OUR ORGANISATION

Headquartered in Frankfurt am Main, Germany,
ProCredit Holding AG & Co. KGaA (ProCredit
Holding) is the parent company of the ProCredit
group and controls the majority of shares in all
ProCredit institutions worldwide.

In its role as the parent company, ProCredit Holding
is from a requlatory perspective also the superordi-
nated company of the group. At a consolidated level,
the ProCredit group is supervised by the German
financial supervisory authorities (Bundesanstalt
fur Finanzdienstleistungsaufsicht - BaFin and the

Structure of the ProCredit group

Deutsche Bundesbank) and operates in accordance
with German and European regulatory standards.
Furthermore, the group adheres to international
best banking practices.

The main functions of ProCredit Holding vis-a-vis
its subsidiaries are providing equity and debt fi-
nancing as well as strategic guidance and supervi-
sion. The company sets the overall policy guidelines
and standards regarding all key areas of banking
operations. ProCredit Holding is responsible for en-
suring that all ProCredit institutions have appro-

ProCredit

HOLDTINSG

ProCredit Holding AG & Co. KGaA

Quipu

[
( % Part of the ProCredit Group

Quipu GmbH -
IT service provider

@ ProCredit Bank

12 ProCredit banks

@ ProCredit

ProCredit Academy GmbH -
training centre

13

priate organisational structures and procedures in
place that reflect these policies, and that they apply
appropriate standards for risk management and the
prevention of money laundering, fraud, and the fi-
nancing of terrorism.

ProCredit Holding, supported by the consultancy
firm Internationale Projekt Consult GmbH (IPC), has
also taken the lead in introducing a comprehensive
Environmental Management System at all ProCredit
banks as well as in providing training to management
and other staff regarding environmental standards.

The ProCredit group comprises ProCredit Holding,
the 12 legally independent ProCredit banks, the
ProCredit Academy in Fiirth, Germany (the training
centre for its staff) and the 100%-owned IT sub-
sidiary Quipu. These institutions are included in the
present Impact Report.
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Governance structure and committees

ProCredit Holding is a partnership limited by shares
(Kommanditgesellschaft auf Aktien - KGaA). The
general partner is ProCredit General Partner AG,
a separate entity owned by some of the founding
shareholders of ProCredit Holding AG & Co. KGaA:
Zeitinger Invest, ProCredit Staff Invest, DOEN
Participaties, KfFW and IFC.

ProCredit General Partner AG does not have shares
in the KGaA. Owing to this structure, a change in
the shareholder structure of ProCredit Holding (e.g.
by way of a capital increase) does not dilute the
influence of the core shareholders in ensuring that

Governance structure and committees

the group maintains its dual goals of development
impact and commercial success.

The Management of ProCredit Holding is provided
by ProCredit General Partner AG. It has a six-person
supervisory board, which oversees the management
and performance of the group. In addition, ProCredit
Holding AG & Co. KGaA has its own supervisory board.
Currently the members of the supervisory boards of
ProCredit General Partner AG and ProCredit Holding
AG & Co. KGaA are identical, which reflects the similar
role of the core shareholders within both entities.

In line with the new banking law, the Supervisory
Board appointed a Risk and Audit Committee, a

Remuneration Control Committee, and a Nomination
Committee in early 2021. The individuals appointed
by the Supervisory Board to the Management Board
of ProCredit General Partner are also the managers
of ProCredit Holding. That is why we refer to the
"Management Board” of ProCredit General Partner
AG, but to the "Management” of ProCredit Holding in
this report, even though in practice they are the same.

The Management Board reports regularly to the
Supervisory Board on the business, risk, and IT
strategies of the group and on their implementation.
Impact and sustainability aspects of the ProCredit
group's performance are integrated into the business,
risk, and IT strategies.

Supervisory Board (ProCredit General Partner, ProCredit Holding)
Rainer Ottenstein (Chairperson), Helen Alexander, Dr H.P.M. (Ben) Knapen, Marianne Loner, Jovanka Joleska Popovska, Dr Jan Martin Witte

Management Board (ProCredit General Partner)

Hubert Spechtenhauser (Chairperson), Christian Dagrosa, Dr Gian Marco Felice, Sandrine Massiani
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The Management Board has set up specialist
committees, such as the Group Risk Management
Committee, the Group Compliance Committee, and
the Group IT Committee. The committees support and
advise the Management with regard to monitoring
and steering the development of all ProCredit

institutions as well as in the definition
of the overarching policies to
be implemented by them. Our
Group Environmental Steering
Committee, for example,
is chaired by a member
of ~ Management  and
defines the strategy with
respect to green finance,
sustainability, and impact
reporting.

Central to the effective
governance of the ProCredit
group is the relationship
between ProCredit Holding
and its subsidiaries. A strength
of the ProCredit group is its ability,
despite having operations in several
countries, to implement its business and
risk strategies with a very high degree of
efficiency and uniformity. All ProCredit banks
are independent, licensed, and regulated banks.
ProCredit holds a controlling stake (typically 100%)
in its subsidiaries and is in a position to appoint
the majority of the supervisory board members of
these subsidiaries. The management board of each
ProCredit bank bears responsibility for the operations
in its respective institution. They operate within the
tight business and risk management framework set

15

by ProCredit Holding. Our management staff are, as
a rule, from the regions in which they work and have
graduated from the ProCredit Management Academy.

Looking ahead

ProCredit General Partner AG, in consultation with
its shareholders, the core shareholders of ProCredit
Holding, agreed in October of 2022 to prepare
a change of the legal form of ProCredit Holding
from a partnership limited by shares (KGaA) to a
stock corporation company (Aktiengesellschaft, AG).
The change of legal form requires approval by the
shareholders of the Company (Kommanditaktiondre)
and is to be obtained at a general meeting within
the next two years. The group's business focus and,
in particular, its commitment to impact-orientation
and to the provision of responsible banking services
mainly in South Eastern and Eastern Europe, will
remain strong and unaffected.

EL

Impact Report 2022, related sections
- Corporate governance (> pages 31ff.)

> ProCredit Holding and its role

For more information, see:
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The infographics show data from selected countries of operation. All sources, notes on methodology and reference dates can be found in > Impact Report Datasheet 2022, Sustainability Context.
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SUSTAINABILITY GOALS AND ACHIEVEMENTS

In 2018, the ProCredit group set itself three specific
medium-term goals. This section summarises the
progress made in attaining these goals over the last
year.

20% GREEN LOANS BY 2023

Goal: Increase the relative size of the group's
green loan portfolio to 20% of the total loan
portfolio, while at the same time maintaining
the high quality of our green lending activities

Goal 20% 20.2%

19.0%
18.7%

16.6%

15.4%

2018 2019 2020 2021 2022

Note: In reports prior to 2021, the share of green loans in our total
portfolio was expressed as a whole number.

The share of green loans in our portfolio has been
rising consistently since 2015. We are thrilled to
report that our outstanding green loan portfolio
accounted for 20.2% of the total loan portfolio at
the end of 2022. Of these loans, 49.8% went towards
energy efficiency projects, 32.5% towards invest-
ments in renewable energies, and 17.7% towards
environmentally friendly measures. Over the last
year, the volume of the group's green loan portfolio
grew by 9.1%.

Now that we have reached our 20% goal for the
group as a whole, we aim to further increase the
share of the group's green loan portfolio to 25% of
the total loan portfolio in the medium term, while
maintaining the high quality of this portfolio and
further aligning our criteria with international
practices and the EU Taxonomy. We will continue
to actively promote more investments in renewable
energies, energy efficiency and other environmen-
tally friendly measures across all our countries of
operation.

For more information, see:

> Impact Report Datasheet 2022
- 1.2 Sustainable lending

Impact Report 2022, related sections
- Sustainable finance (> pages 65ff.).
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Specific achievements
as of the end of 2022:

Size of green loan portfolio as of
the end of 2022: EUR 1,231.1 m

Increase of share of green loan
portfolio in the total portfolio in
2022 over one year: 1.2%

Green investment loans as a share
of total investment loans: 26%

Increased number of loans relative
to 2021 in two categories: energy
efficiency (EE) investments that
reduce energy usage by at least
20% and renewable energy (RE)
investments into distributed or
utility-scale RE generation systems

Increased loan volume relative
to 2021 in two categories: RE
investments into distributed or
utility-scale RE generation sys-
tems and other environmentally
friendly investments (GR) such as
in waste management or organic
agriculture
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CARBON NEUTRALITY BY 2023

Goal: Become carbon neutral with regard to

the group's own CO, emissions

CO, emissions in t CO,,
7,445

5,247
I 4,626 4,766

4,185

2018 2019 2020 2021

"] Scope 2 market-based
M Scope 1

2022

Note: The CO, emission factors were updated with the IEA
Emissions Factors 2021. This change affects <1% of the emissions
data shown here versus the data published in previous years.

In 2022, we specified carbon neutrality in our own
operations as Scope 1 and 2 emissions, thus aligning
with SBTi and NZBA standards. These emissions showed
a reduction of 44% compared to 2018, the year in which
ProCredit set itself the goal of becoming carbon neutral.
Including flights there was a 42% reduction in carbon
emissions over the same period.

To further reduce our Scope 1 and 2 emissions, we
have implemented several different measures over
the years, ranging from improving the performance
of our premises and equipment, transforming our car
fleet, procuring RE wherever possible, and investing
in our own RE installations. As it is currently not
feasible to achieve carbon neutrality in our countries
of operation with such measures alone, we have
invested in our own PV plant (ProEnergy) in Kosovo,
which will go into operation in 2023 and which is in
process of being Gold Standard certified. The clean
energy generated by the plant will offset most of our
remaining Scope 1 and 2 emissions.

For more information, see:

> Impact Report Datasheet 2022
- 1.1 Environmental performance

Impact Report 2022, related sections
- Environmental management (> pages 56ff.)

> Impact Report 2020, related sections
- Performance indicators (> pages 81ff.)
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Specific achievements
as of the end of 2022:

Final stages of construction of our
own 3 MWp PV park in Kosovo
(ProEnergy) to offset majority of
our Scope 1 and 2 emissions

Since 2021, an 11% increase in
energy production from our own
rooftop PV systems (installed peak
capacity of about 449 kWp as of
December 2022) across 8 banks
and ProCredit Academy

EDGE-certification of the bank
headquarters in Kosovo, meaning
there are now 5 buildings with
EDGE-certification at group level

38% of our vehicle fleet is electric,
25% hybrid and 14% plug-in hybrid

Since 2021, an 11% reduction in
total energy consumption in our
office buildings
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STAFF COMPETENCE

Goal: Maintain and further increase the high level of social and environmental competence among our staff

Social and environmental staff training

Courses on environmental and social topics have
always formed a key component of our long-term
training programmes - the Onboarding Programme,
the Banker Academy and the Management Academy.
They also feature prominently in the materials used
in our English language courses. In addition, all
ProCredit institutions hold regular training sessions
dedicated to environmental awareness and various
aspects of environmental and social risk assessment,
operational risk, information security risk and the
corporate values embodied in our > Code of Conduct.

Progress in terms of environmental competence can
be seen, for example, in the excellent results of our
green lending operations. All our employees receive
at least one training session on green topics every
year. Management, environmental, credit risk and
business staff also participate in our green seminars,
which are held twice a year. Additionally, we pro-
vide continuous training for specialist employees on
environmental measures, green finance, and man-
agement of E&S risks, among other topics.

20

Specific achievements
as of the end of 2022:

Total hours devoted to
environmental training: 10,048

In 2022, enhanced trainings on

e Animal welfare (continues in 2023):

1,300 participants and 400 training
hours

® E&S assessment for EROs:
40 participants and more than
2,000 training hours (split
between LMS learning and a
5-day in-person training course
at PCA)

Total hours devoted to Code of
Conduct training: 8,843.

Key focus of discussion in 2022:
Human rights in the context of
forced labour allegations related
to the PV supply chain
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In 2022, we developed and conducted enhanced
training courses in the following areas: animal wel-
fare, the focus of the annual all-staff training aimed
at increasing general awareness of the topic and to
introduce ProCredit's approach to the subject; and
E&S assessment training for all Environmental Risk
Officers for the purpose of enhancing and building
up knowledge, as well as exchanging experience
within the group. The topics covered by these
training courses are chosen from among current E&S
developments being addressed by ProCredit, evolving
requirements or risks, stakeholder demands, etc.

We were able to transition to online training, using
LMS and MS Teams extensively during the last few
years, which were filled with unprecedented events

FE:)\

> Impact Report Datasheet 2022
- 2.2 Employees

For more information, see:

Impact Report 2022, related sections

- SDGs, material topics and targets (> pages 90ff.)
- Staff development (> pages 84ff.)

such as the pandemic and the war in Ukraine. Now,
we have identified the optimal mix for our training
formats: digital platforms allow students to access
course material remotely and organise their training
agenda, while classroom-based training provides
fruitful terrain for discussions, group work, pres-
entations, and creating bonds that simply cannot be
established onscreen.
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MATERIAL TOPICS AND IMPACT REPORTING

Our reporting approach

The Impact Report Package 2022, which consists of
the present document and the separately available
Impact Report Datasheet 2022, presents the actual
and potential, positive and negative impacts that
the ProCredit group has on the economy, environ-
ment, and people, including impacts on their human
rights, across its activities and business relationships
in all our countries of operation. The ProCredit
Holding has reported in accordance with the Global
Reporting Initiative (GRI) Standards for the period
from 1 January 2022 to 31 December 2022.

Our impact reporting provides sustainability-related
information on the activities carried out across
ProCredit Holding AG & Co. KGaA, the 12 ProCredit
banks worldwide, ProCredit Academy GmbH, and
Quipu GmbH. Excluded from the Group Impact
Report but included in the Annual Report is the
ProCredit Regional Academy Eastern Europe (North
Macedonia).

The data presented in the Impact Report Package
2022 has been aggregated by geographical regions,
as in our previous reports. The following breakdown
describes the institutions generally included within
each region:

e South Eastern Europe: ProCredit Bank (Bulgaria)
E.A.D., ProCredit Bank S.A. (Romania), ProCredit
Bank Sh.a (Albania), ProCredit Bank d.d. (Bosnia
and Herzegovina), ProCredit Bank Sh.a (Kosovo),
ProCredit Bank A.D. (North Macedonia), ProCredit
Bank a.d. Beograd (Serbia)

e Eastern Europe: JSC ProCredit Bank (Georgia),

BC ProCredit Bank (Moldova), JSC ProCredit Bank
(Ukraine)

¢ Germany: ProCredit Holding AG & Co. KGaA (Ger-
many), ProCredit Bank AG (Germany), ProCredit
Academy GmbH (Germany), Quipu GmbH (head
office in Frankfurt, Germany, as well as four
subsidiaries in San Salvador, El Salvador; Skopje,
North Macedonia; Pristina, Kosovo; and Kiey,
Ukraine; plus regional offices)

¢ South America: Banco ProCredit S.A. (Ecuador)

The ProCredit group has remained stable in its com-
position, and therefore, no adjustments for mergers,
acquisitions, or disposals were needed in this period.

The approach to aggregating information by region
differs across certain disclosures and material topics.
In essence, the material topics and associated
indicators and disclosures which are directly related
to our main business activity, namely the provision
of banking services, include data for the 12
ProCredit banks but exclude the ProCredit Academy
GmbH and Quipu GmbH. The material topics and
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associated indicators and disclosures which are not
solely linked to the provision of banking services,
such as our internal environmental management
or information about our staff, include information
and data for the ProCredit Holding AG & Co. KGaA,
ProCredit Academy GmbH, Quipu GmbH, in addition
to data for the 12 ProCredit banks.

The newly revised reporting principles outlined in
the GRI Universal Standards have been integral to
our reporting process. All parties involved in the
preparation of the Impact Report Package 2022
have adhered to the reporting principles, thereby
ensuring the delivery of a high-quality report that
provides a comprehensive pic-
ture of our impacts.
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GRI reporting principles guiding our reporting process:

Accuracy:

¢ Audited information is used whenever available

® Data measurements, calculations and methodol-
ogies are explained in detail

Balance

¢ Achievements are weighed against corre-
sponding risks

¢ Challenges that are still to be addressed are
acknowledged

Clarity

¢ Information is transparently and systematically
presented in different ways, including overview
tables, text, graphics and data

Comparability

® Impact Report Datasheet provides a three-year
comparative analysis of our sustainability data

® Information is presented in relation to other
companies in our peer group and other relevant
benchmarks

® Previous reports are easily accessible

Completeness

¢ Clear links to additional reports and resources
are provided

e Reasons for omission are provided where necessary

e Entities included in the reporting are grouped in
a consistent way

Sustainability context

® A clear overview of benchmarks against which
we gauge our performance is provided

® There is a direct link to material topics in the
Sustainable Development Goals and other
frameworks

Timeliness

® The most recent data available as of the publi-
cation date is presented

® Reporting periods are consistent in length

Verifiability

¢ The decision-making process underlying the
report preparation is thoroughly documented

¢ Qualitative information is supported with evi-
dence wherever possible

¢ Data sources, assumptions and calculations are
presented clearly

In addition to adhering to the GRI Standards, our
impact reporting is guided by various frameworks,
such as the United Nations Sustainable Develop-
ment Goals, the Task Force on Climate-related Fi-
nancial Disclosures, the Principles for Responsible
Banking set forth in the United Nations Environ-
ment Programme Finance Initiative, and the Part-
nership for Carbon Accounting Financials.
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Our approach to stakeholder
engagement

Our approach to sustainability is lively and dynamic
and so is the ProCredit group's dialogue with
internal and external stakeholders. In addition to
periodic formal engagements with stakeholders, our
approach to sustainability is continuously nurtured
by free-flowing discussions at employee workshops,
client meetings, and shareholder meetings.

Our employees live our approach to sustainability
and carry our shared values forward. Our services
contribute to the sustainable development of our
clients while responding to their evolving needs.
Our shareholders ensure that the mission of the
ProCredit group drives all actions with a long-term
perspective. All their views, present and future in-
terests, and expectations are key to determining the
areas of focus in our sustainability strategy.

Our impact reporting practice is structured around
the topics that have been deemed material by us
and our closest stakeholders. Under “closest stake-
holders" we include the stakeholder groups that
have the most tangible and direct relationships with
our organisation. These are the stakeholders that
have the highest level of involvement in our busi-
ness activities and strategies and whose interests are
or could be affected the most by our activities, be it
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in the short, medium or long term. Our three “closest
stakeholders” categories - clients, employees and
shareholders - have been a central part of our
impact strategy and approach to sustainable devel-
opment even before we adopted the GRI Standards,
but were solidified and formally identified when the
ProCredit group issued its first Impact Report based
on the GRI Standards back in 2017.

However, part of our due diligence entails recog-
nising that other groups are or could be affected by
our activities. Though our engagement process with
these other stakeholder groups is not as standard-
ised and structured as the process we continuously
have with our closest stakeholders, we communicate
and actively engage with other groups such as our
suppliers, industry peers, financing partners, civil so-
ciety organisations, local communities, experts and
consultants, and others. Many of these engagements
are described in the present report and provide a
snapshot of our commitment to managing our pos-
itive and negative impacts beyond the scope of our
immediate business activities.

At ProCredit, we maintain open communication
channels with all our closest stakeholders. Our
ability to live up to our mission of “being the leading
“Hausbank" for SMEs in our markets of operation -
with a sustainable approach” depends on frequent
engagements with our clients, employees and
shareholders. We learn from and thrive on their
feedback, which helps us improve the products and
services we offer. The initiatives we support, the
commitments we make, and the projects we take on
are in direct response to our stakeholders' needs. At
the same time, we see ourselves as a key player in our
markets for driving positive change. We believe that
day to day, we can support our clients in many ways,
for example by accompanying them in their efforts
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to adopt cleaner technologies, reduce their emissions,
and include environmental and social aspects in their
own operations. Our staff, which is highly skilled in
ESG and technical matters, represents the group in
thematic events involving local communities and even
regional or global civil society organisations. Internally,
we have a responsibility to uphold our >Code of
Conduct and train our staff according to our shared
values so that every one of us can easily prioritise long-
term sustainability over short-term gains. The type
and frequency of our engagements vary naturally by
stakeholder group; however, our flat hierarchies, our
"Hausbank" business model and our simple governance
structure allow us, at both the organisational level and
the bank or institutional level, to easily identify and
respond to the evolving needs and concerns that our
closest stakeholder groups might have.

The following sections in our Impact Report Package
2022 provide thorough examples of how we inte-
grate stakeholder views into our decision-making
process, and how, through close relationships with
our clients, we have become a reliable partner for
driving economic development and green finance in
the SME sectors of the countries in which we op-
erate. We invite you to read on to discover how we
ensure meaningful engagement with our different
stakeholder groups by, for example, developing
and implementing our group-wide Plastic Strategy,
finding the best-suited communication channels to
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remain available to our clients in Ukraine during the
most critical times of the Russian attacks, providing
our employees with solid and homogenised training
programmes while respecting cultural differences,
and many other measures.

Our process to determine
material topics

The identification and prioritisation of ProCredit's
key material topics for the 2022 reporting period
replicates the material topic mapping approach carried
out in 2020. Nevertheless, the revised definition
of "material topic" as per the GRI was presented to
all parties involved in the preparation of this year's
Impact Report, including the management board,
and the previously established key material topics

Number of stakeholders by category consulted during
the last formal engagement, 2020

1,014 380 6

employees clients shareholders

Note: Total number of stakeholders consulted in 2020: 1,400. Four rep-
resentative banks were selected: Ukraine, North Macedonia, Bulgaria,
Kosovo. For a detailed description of the methodology used in the man-
agement engagement, the stakeholder engagement, and the develop-
ment of the materiality matrix, please see the > Impact Report 2020.

were examined from an impact-focused perspective,
disclosing the actual, potential, positive and negative
impacts related to each material topic and checking
for changes in the impacts. Though the process to
identify impacts was not carried out explicitly or
systematically for this year's report, descriptions
of prioritised positive and negative impacts are
embedded in each section covering the management
of a given material topic; this was possible because
ProCredit assesses its impacts on an ongoing basis. No
applicable GRI Sector Standard was available at the
time of preparation of the present Impact Report.

The identification of material topics conducted
in 2020 was informed by a formal stakeholder
engagement with the purpose of validating them.
We first conducted a workshop at which eight
managers from ProCredit Holding and the ProCredit
banks discussed and assessed the material topics
facing the group and rated their relative importance.
In this context, it was also agreed to engage with
the closest stakeholder groups, namely clients,
employees, and shareholders. We then conducted
an online survey among four representative banks
and their clients, to which a total of 380 clients
(including 253 business clients) and 952 employees
responded, plus 62 employees of ProCredit Holding.
Six shareholders were also polled: Zeitinger Invest,
KfW, DOEN participaties, IFC, EBRD and ProCredit
Staff Invest. All participants were asked to select and
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rank the key material topics that they consider most
relevant. There was general agreement on the high-
impact topics and several new aspects emerged
that were incorporated into the 2020 and the 2021
sustainability approach and reporting. The process
was guided and informed by the consultancy firm
IPC - Internationale Projekt Consult GmbH (IPC).

For more information, see:

Impact Report 2022, related sections
- GRI content index (> pages 119ff.

> Impact Report 2020, related sections
- Materiality and impact reporting, pages 72ff.

> Code of Conduct

> Annual Report 2022
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https://www.procredit-holding.com/de/downloads/#sustainability
https://www.procredit-holding.com/downloads/#sustainability
https://procredit-holding.com/about-us/business-ethics-and-environmental-standards/corporate-values/
https://www.procredit-holding.com/downloads/#financial

Key material topics

The following table provides an overview of our key material topics as they are grouped into thematic areas. No changes to the list of material topics have been made between this and

the last reporting period. We specify the way in which ProCredit is involved with the negative impacts associated with each material topic in line with the revised GRI Universal Standards.

Involvement with topic-

Area Material topic Definition related negative impacts Contributes to > SDG
occurs mainly through our
Contributing to the economic growth of the developing § oo NEERRERRR 10 S5
> Economic development and transition countries in which we operate by providing Business relationships M & *=)
responsible financial services to SMEs. . ~
Guaranteeing accountability, fairness and transparency in 16 G
> Corporate governance relationships with stakeholders as well as enforcing meas- Activities l
ures to prevent corruption, bribery and money laundering. =
OURSOCIALLY Promoting long-term partnerships with our clients; e
RESPONSIBLE > Reliable partnerships and ng ‘ong-term p P . ' . e
. promoting efficient, transparent and easily understandable Activities
APPROACH transparent services Lo . . Y,
account services, including proper data protection. -
Promoting transparency as well as the elimination of § tEmonan
> Technology and innovation fraud, bribery, dependence, and informality through Activities M
innovative banking solutions. .
S . . . 8 e
o M tentiall t tal . . .
> Prudent credit risk management Inimising potentiatly negative environmenta Business relationships Y
and social impacts. |||
L . 8 oo | 12 conmeron [l 13 v
> Environmental management l\/||n|m.|smg our own carbon footprint and resource con Activities e s
sumption. @l |CO O
OUR COMMITMENT
TO THE Encouraging the widespread adoption of responsible e e e S
ENVIRONMENT financial practices that are economically, socially, and M & Q0 T 3
> Sustainable finance environmentally inclusive and sound; financing sustainable Business relationships N
business solutions and renewable energy/energy efficiency
projects that contribute to climate change mitigation.
> Ethical val'ues and Promoting gen.der.diversity, a flat hierarchy and Activities b 8{3%:%
working environment open communication. |||
Ensuring a transparent selection process with fair internal SN Y 8 e
OUR PEOPLE > Fair recruiter and employer promotion and remuneration to attract and retain the Activities g‘ ﬁ/"
right employees.
Developing staff capacity through comprehensive know- i | 13
> Staff development ledge and skills training, reqular performance reviews and Activities ml @
clear career options.
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ECONOMIC DEVELOPMENT

by Dr Marcel Zeitinger

At ProCredit, long-term sustainable economic
development is our raison d'étre, and we orient our
business behaviour towards achieving this goal.
As a development-oriented financial institution,
what do we mean by economic development, and
how do we contribute to it? And what do we view
as sustainable in that context?

The dominant narrative of development finance
contends that financial inclusion and access to
financial services will bring economic growth. It
also implies that large numbers of banking branches
and ATMs can be construed as “impact”, as they
supposedly foster economic activity and productivity.
In the same vein, microfinance is still regarded as
a panacea for countries seeking to harness their
untapped economic potential. This is a view we no
longer espouse, even though we ourselves used to
engage in microfinance with all the corresponding
good intentions. We consciously left that path
many years ago, precisely because we saw that the
impact of our actions was diminishing. It had become
apparent to us that it was no longer a question of
too little access to financial services - especially not
in our often overbanked countries of operation - but
rather about the right approach to providing these
services. It is estimated, for example, that the informal
output still accounts for a staggering 37.6% of GDP,
on average, in our countries of operation (excluding
Germany). In our experience, however, it is usually not

the masses of informal microentrepreneurs that drive
economic development, but rather the innovative,
transparent and tax-paying small and medium-sized
enterprises that undertake productivity-enhancing
investments. That is why we now devote our full
energy to providing the credit instruments that are
best suited to SMEs, which we view as the backbone
of the economies in which we are present.

Why are we so convinced that supporting SMEs
has a great impact on our countries’ development?
The technological leap we can facilitate for SMEs is
often substancial and raises the labour productivity
of a more numerous workforce. We see this every
day when we provide long-term financing for the
most up-to-date machines in the production cycles
of our clients. SMEs tend to employ the vast ma-
jority of people in our countries of operation, -
while at the same time accounting for a large
share of value-added. On the domestic level,
enhanced efficiency can lower prices for
the final consumer; internationally, these
improvements increase the international
competitiveness of domestic, innovative
firms, thereby promoting exports, sup-
porting import substitution and lowering
structural imbalances in trade. Such re-
sults can be achieved through the various
forms of vertical and horizontal integra-
tion that our clients are undertaking with
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our active support. As we typically operate in small,
open economies, these measures reduce external de-
pendency, strengthen internal growth and generate
formal employment for the local population. Given
the omnipresent and heightened uncertainty in the
world today, we feel that the sheer number and di-
versity of our SME clients is bolstering the economic
resilience of our countries of operation.
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Apart from our focus on SMEs as a crucial component
of a country's economic development, our long-term
and sustainable way of doing business differentiates
us markedly from other financial institutions in our
markets. Typically, as economies expand, investors
expect greater returns and the risk appetite increases,
often leading to looser lending standards that
destabilise credit markets down the line. However,
when a crisis is looming and liquidity is tight, credit
lines are unfortunately

often called off and

SMEs' importance
in our countries of operations

70.9%
62.1%
People employed Value-added
(% total employed people) (% GDP)

Source: European Comission (2022), SME SBA Country Factsheets

2021 (excluding Ecuador and Germany). Bulgaria, Romania: SME

SBA Country Factsheets 2022. Georgia: OECD (2019), Access

to Green Finance for SMEs in Georgia, Green Finance and
Investment, OECD Publishing, Paris.

cross-borderloansare deleveraged, leaving businesses
out in the rain. In contrast, our approach is far more
long-term in nature. We refuse to compromise on our
lending standards in order to push margins, and we
continue to finance our clients' working capital and
investment needs even during economic hardship
and global unrest. Especially now, in Ukraine, we are
supporting our clients as much as we can, having, for
example, provided financing for the previous year's
sowing campaign. In Greece, we opened our doors
to SMEs in 2015 as the international investment
community was turning away from them in the
Eurozone Crisis. During the COVID-19 pandemic, our
business portfolio in our 12 countries of operation
showed growth while other banks curtailed lending
activity. This behaviour exemplifies our long-term
investment horizon as well as our steadfast sense
of responsibility as a banking group, which we
believe to be even more necessary amid the current
geopolitical tensions.

Our view on economic development does not diverge
significantly from the la